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DENSO slogan 
Everyone’s challenge will facilitate an important s tep up towards 
an excellent company 
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DENSO MANUFACTURING CZECH s.r.o. introduction 

 
 
 
DENSO MANUFACTURING CZECH s.r.o. (hereinafter referred to as DMCZ) is 

situated in Liberec’s Industrial zone – South and it is the affiliated company of the ultinational 
company DENSO CORPORATION, which owns 100% of its corporate stocks.   

  
 
DENSO headquarters are located in the Japanese town Kariya, in the prefect of Aichi. 

Since its establishment in 1949, it has expanded its influence mainly thanks to ground-
breaking research and the outstanding quality of its products. It is the leading world supplier 
of modern technology, systems and their components. DENSO collaborates worldwide with 
the main automobile producers in the fields of air-conditioning, automobile control systems, 
electronics, driving and safety controls of road vehicles, just as in the fields of information 
technology and communication. Its patent-protected technologies and know-how in the field 
of industrial systems and air-conditioning are also used by DENSO outside of the automobile 
industry. Currently it employs 104 000 employees in 31 countries including Japan. The 
consolidated revenues for 2005 totalled 2 799 9 billion yens (26.2 billion USD) and a net 
profit of 133 billion yens (1.2 billion USD). *     

 
 
At present, DENSO is represented by 17 production companies and 16 sales and 

other service companies in Europe, with the main European headquarters located in Holland. 
In spite of the operational losses generated in the fiscal year by the European part of DENSO 
(caused mainly by the investment in the expansion of production capacity), the European 
market is considered to be of high potential importance. In the following years to come it 
would like to actively satisfy the needs of Japanese automobile producers, who are 
expanding strongly in the European business sphere.   

 
 
With this report, the presented company DMCZ underwent a similar process of 

building a production hall after its establishment in 2001. The total investment was just  under 
3 billion CZK. Following its completion in the autumn of 2003, a half-year period of 
technology installation, launch and fine-tuning of production processes took place.  
17/5/2004 marked the grand opening and started the launch of individual production 
processes and since the end of 2005 it has been operating at full capacity. The company’s 
main production programme is the production of air-conditioning units for passenger 
automobiles and their accessories (heating units, condensers and radiators).   

 
Clients are leading European automobile manufacturers – VW, BMW, Daimler 

Chrysler, Škoda Auto, Lamborghini, TPCA Kolín, Suzuki, NedCar and Mercedes Benz. At 
present, the company has 1750 employees and their turnover for 2006 is forecasted to be 
7.3 billion CZK. 

 
*) Exchange rate of 107 JPY = 1USD was used. 
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Presinent’s comment 

 
 
 

As the last year of mid-term plan 2003-2005, we set up 2005 Goals & Objectives to 
implement standard operation in all processes and achievement of specified production 
capacities. We could produce 1.2 million air-condition units, which was doubled compared 
with 2004. In addition, as symbolic event at the end of operations establishment process, we 
obtained the permanent operating permission in December 2005. 

 
In our 2005 Goals & Objectives, we also set up VA/VE activities to intensify 

productivity improvement and increase of efficiency. As a result of our hard work activities, 
regardless of unfavorable foreign exchange, we achieved turnover of CZK 7 billion which 
was doubled compared with 2004 and improved the profit by CZK 0.8 billion compared with 
2004. 

 
In 2006, we will focus mainly on quality. We will pursue customer satisfaction by 

continuous quality improvement and build stable and strong relationship with them. We will 
also continue in concentrated focus on safety and environmental responsibility. In 2006 we 
will start to prepare for EMS certification (ISO 14001) that is planned for 2007. 

 
In 2006 we will keep almost maximal production on the level of approximately 1.4 

million air-condition units and achieve turnover of CZK 7.3 billion that is CZK 0.3 billion 
higher than 2005 actual result. In order to achieve our 2006 plan, we plan to invest CZK 220 
millions mainly in production equipment. With regards to profit, fiscal year 2006 should be the 
first year when we will achieve black figures.  

Fumiaki Nagata 
President 
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DMCZ products and customers 
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Relation to living environment 
 
 
 
DENSO MANUFACTURING CZECH s.r.o. priority is not only meeting customer 

requirements but also meeting of law and other environment protection requirements that are 
derived from company’s activities. Company’s influence to living environment in the last year 
is described as follows:  

 
WASTE MANAGEMENT 
There was 2,785 tons of waste produced in the year 2004. From that amount, there 

was 900 tons of waste categorized as dangerous and 1,885 tons of other waste. 
Approximately 68% of total quantity of waste was recycled.  

 
In line with waste legislation, company elaborated a plan of inflictor’s waste 

management. This plan contributed to waste reduction and to an increase of waste 
secondary utilization ratio.  

 
AIR POLLUTION PROTECTION 
There are stationary air pollution sources in the company categorized as small, 

middle and large. In line with law requirements, there were authorized pollution 
measurements performed and documented by measurement protocols. Results of these 
measurements clearly evidence that pollution limits are kept upon air pollution sources 
operation.  

 
WATER PROTECTION 
In compliance with water legislation resolution, there were water samples regularly 

taken from all equipment. These samples were analyzed in accredited laboratory and the 
results were compared to valid limits later on.  

 
There was not any ecological accident registered in all areas of environment 

protection and company’s activity was in compliance with the public administration 
requirements.  

 
With respect to, DMCZ is aware of responsibility for living environment status the 

company would like to contribute to its improvement by implementation of environment 
management system. Because of this, company will continue according to the 
implementation plan of environment management system CSN EN ISO 14001:2005 in 2006. 
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Activities in research and development area 
 
 
 
Denso Manufacturing Czech s.r.o. is not assigned for R&D function within the Denso 

Group. Engineering is orientated on applied design, communication with development 
centers in Japan and Germany and testing of new concepts.  

 
Co-ordination of both customer and R&D engineering requests with its evaluation 

from technical, quality, costs and lead time point of view leads later to final engineering 
change implementation. DMCZ engineering is responsible for negotiations, production trials 
and implementation.  

 
Denso Mfg Czech aims to continuously improve air-conditioning products in both 

early stage control and mass production phases by applied research, close discussion with 
suppliers, testing of new products and co-ordination activities within the manufacturing side. 
Strong emphasis is given for cost down activities, competitive advantage and new 
acquisitions starting from the year 2006. The final goal of these activities is customer 
satisfaction in terms of quality and delivery. 
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Human resources 
 
 
 
The phase of extensive recruitment was completed in 2005 with the goal to insure a 

problem-free launch of full capacity production. Within the expansion of the region of 
recruitment, Denso began providing transportation for its employees commuting from other 
locations and started to collaborate with a new transportation service, which insures our 
employees are provided with services of a higher degree of comfort.   

 
Regarding remuneration, we managed to successfully promote production workers 

and stock-keepers to a higher tariff level in accordance with the given qualification criteria 
based on the set conditions of qualification for each individual profession. The variable wage 
component was put into full use for direct employees of production with a focus not only on 
fulfilling the production plan, quality and effectiveness, but also on fulfilling the work fund.       

 
In the area concerning education and employee development, we continued to train 

new employees and the plans for technical training of selected professions were gradually 
fulfilled and carried out.  Foreign language lessons were expanded, selected professions 
started with private lessons. The education team continued to collaborate with � SJ for 
training in the field of quality for technical professions. Furthermore, an educational project 
for employee managers on the level of foreman took place providing training in 
communication and management; this project was also launched for controllers on the level 
of supervisors and managers.    

 
With regards to safety and hygiene, work was insured by the measurement of the 

levels of toxic substances in the working area of all newly installed facilities including the 
current ones, which will serve as a revision for formatting work into categories with the 
objective to decrease the number of high risk working areas.    

 
In terms of plant preventive care, entry medical check-ups and preventive medical 

check-ups are performed keeping in mind the KHS’s decision to organise work into 
categories.   

 
In the field of fire safety, changes were made to the documentation with respect to the 

new built part of DMCZ. 
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Auditor’s report  
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Financial statements 

BALANCE SHEET Denso Manufacturing Czech, s.r.o.
full version Corporate ID 25432338

As of Heyrovského 476
31.3.2006 462 07 Liberec
(in CZK thousand)

31.3.2005

Gross Adjustment Net Net

TOTAL ASSETS 5 336 329 988 417 4 347 912 4 863 639

B. Fixed assets 3 949 960 987 364 2 962 596 2 821 032

B.I. Intangible fixed assets 23 067 10 330 12 737 12 716

B.I.3. Software 22 621 10 330 12 291 12 000

B.I.7. Intangible fixed assets under construction 712

B.I.8. Prepayments for intangible fixed assets 446 446 4

B.II. Tangible fixed assets 3 926 893 977 034 2 949 859 2 808 317

B.II.1. Land 100 762 100 762 100 761

B.II.2. Structures 815 150 49 515 765 635 741 963

B.II.3. Individual movable assets and sets of movable assets 2 822 646 927 519 1 895 127 1 525 513

B.II.7. Tangible fixed assets under construction 170 028 170 028 284 729

B.II.8. Prepayments for tangible fixed assets 18 307 18 307 155 350

C. Current assets 1 360 845 1 053 1 359 792 1 697 301

C.I. Inventories 420 177 420 177 637 600

C.I.1. Material 296 520 296 520 320 659

C.I.2. Work in progress and semifinished goods 43 364 43 364 34 275

C.I.3. Products 61 367 61 367 79 372

C.I.5. Goods 12 074 12 074 197 224

C.I.6. Prepayments for inventory 6 852 6 852 6 070

C.III. Short-term receivables 913 740 1 053 912 687 1 019 990

C.III.1. Trade receivables 772 113 1 053 771 060 597 382

C.III.3. Receivables - substantial influence 353 355

C.III.6. State - tax receivables 136 719 136 719 63 344

C.III.7. Short-term prepayments made 4 428 4 428 4 630

C.III.8. Estimated receivables 437 437 1 153

C.III.9. Other receivables 43 43 127

C.IV. Current financial assets 26 928 26 928 39 710

C.IV.1. Cash on hand 372 372 531

C.IV.2. Cash at bank 26 556 26 556 39 179

D. I. Other assets 25 524 25 524 345 305

D.I.1. Deferred expenses 25 524 25 524 20 428

D.I.2. Complex deferred expenses 324 877

31.3.2006
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31.3.2006 31.3.2005

TOTAL LIABILITIES & EQUITY 4 347 912 4 863 639
A. Equity 174 295 272 155
A.I. Share capital 3 373 800 2 941 800

A.I.1. Share capital 2 941 800 2 401 800
A.I.3. Changes in share capital 432 000 540 000
A.II. Capital funds 94 730 67 210

A.II.2. Other capital funds 94 730 67 210
A.IV. Retained earnings -2 736 855 -1 334 688

A.IV.1. Accumulated profits brought forward 6 361 6 361
A.IV.2. Accumulated losses brought forward -2 743 216 -1 341 050
A.V. Profit or loss for the current period (+ -) -557 380 -1 402 167
B. Liabilities 4 161 508 4 591 484

B.I. Reserves 30 428 9 269

B.I.4. Other reserves 30 428 9 269
B.II. Long-term liabilities 988 908

B.II.3. Payables - substantial influence 988 185
B.II.9. Other payables 723
B.III. Short-term liabilities 2 243 810 1 616 937

B.III.1. Trade payables 1 100 788 804 606
B.III.3. Payables - substantial influence 805 608 329 395

B.III.5. Payables to employees 27 165 20 981
B.III.6. Social security and health insurance payables 13 222 9 292

B.III.7. State - tax payables and subsidies 157 3 306
B.III.8. Short-term prepayments received 1 357
B.III.10. Estimated payables 296 277 447 783

B.III.11. Other payables 593 218
B.IV. Bank loans and borrowings 1 887 270 1 976 370

B.IV.1. Long-term bank loans 1 509 816 1 976 370
B.IV.2. Short-term bank loans 377 454
C. I. Other liabilities 12 109

C.I.2. Deferred income 12 109  
 

Comments to balance sheet 
Thanks to the fact, that production was at standard level for the whole year 2005, it 

was not necessary to invest so much as in previous year. These expenditures were covered 
by short-term loan from sister company DNEU on cash pooling account. The second loan 
from DNEU amounting EUR 44m was fully paid off on March 28th, 2006. In the course of the 
year, we increased shared capital to CZK 3.4 billions.  

 
More informtion is available in the individual chapters of the notes to financial 

statements. 
 



 - 14 - 

PROFIT AND LOSS ACCOUNT Denso Manufacturing Czech, s.r.o.
structured by the nature of expense method Corporate ID 25432338

Year ended Heyrovského 476
31.3.2006 462 07 Liberec
(in CZK thousand)

Year ended Year ended
31.3.2006 31.3.2005

I. Sales of goods 94 620 207 505

A. Costs of goods sold 161 268 360 160
 + Gross margin -66 648 -152 655

II. Production 7 109 250 2 919 092
II.1. Sales of own products and services 7 023 706 2 871 486

II.2. Change in internally produced inventory 85 544 47 606
B. Purchased consumables and services 6 318 550 3 303 988

B.1. Consumed material and energy 5 695 577 2 795 331
B.2. Services 622 973 508 657

 + Added value 724 052 -537 551
C. Staff costs 490 329 282 141

C.1. Payroll costs 356 694 202 495
C.3. Social security and health insurance costs 124 843 70 836

C.4. Social costs 8 792 8 810
D. Taxes and charges 2 377 754

E. Depreciation of intangible and tangible fixed assets 486 244 472 696
III. Sales of fixed assets and material 119 905 234 652

III.1. Sales of fixed assets 59 043 191 728
III.2. Sales of material 60 862 42 924

F. Net book value of fixed assets and material sold 109 656 283 518
F.1. Net book value of sold fixed assets 48 794 240 594

F.2. Book value of sold material 60 862 42 924

G. Change in reserves and provisions relating to operating activities and complex 
deferred expenses 343 342 319 509

IV. Other operating income 65 271 54 165
H. Other operating expenses 72 169 69 759

* Operating profit or loss -594 889 -1 677 110
X. Interest income 596 6 578

N. Interest expenses 94 276 76 107
XI. Other financial income 390 854 410 922

O. Other financial expenses 259 650 148 691
* Financial profit or loss 37 524 192 701

** Profit or loss from ordinary activities -557 365 -1 484 409
XIII. Extraordinary income 274 817

R. Extraordinary expenses 15 192 575
* Extraordinary profit or loss -15 82 242

*** Profit or loss for the current period (+/-) -557 380 -1 402 167
**** Profit or loss before tax -557 380 -1 402 167  

 
Comments to profit and loss account 

During thy ear 2005, it was not neccessary to spend such high expenses on 
production launch and process stabilization as in previous years. Also complex deferred 
expenses depreciation was finished at the end of the year. These aspects were the main 
reason of the loss reduction by CZK 0.8 billion against 2004. 

  
More informtion is available in the individual chapters of the notes to financial 

statements. 
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CASH FLOW Denso Manufacturing Czech, s.r.o.

STATEMENT Corporate ID 25432338

Year ended Heyrovského 476
31.3.2006 462 07 Liberec
(in CZK thousand)

Year ended Year ended
31.3.2006 31.3.2005

P. Opening balance of cash and cash equivalents 39 710 123 795
Cash flows from ordinary activities

Z. Profit or loss from ordinary activities before tax -557 365 -1 484 409
A.1. Adjustments for non-cash transactions 601 938 594 162
A.1.1. Depreciation of fixed assets 486 244 472 696
A.1.2. Change in provisions and reserves 18 465 3 071
A.1.3. Profit/(loss) on the sale of fixed assets -10 249 48 866
A.1.5. Interest expense and interest income 93 680 69 529
A.1.6. Adjustments for other non-cash transactions 13 798
A.* Net operating cash flow before changes in working capital 44 573 -890 247
A.2. Change in working capital 1 272 386 427 505

A.2.1. Change in operating receivables and other assets 429 779 83 524
A.2.2. Change in operating payables and other liabilities 638 982 417 405
A.2.3. Change in inventories 203 625 -73 424
A.** Net cash flow from operations before tax and extraordinary items 1 316 959 -462 742
A.3. Interest paid -94 276 -76 107
A.4. Interest received 596 6 578

A.6. Receipts and expenditures relating to extraordinary activities -15
A.*** Net operating cash flows 1 223 264 -532 271

Cash flows from investing activities
B.1. Fixed assets expenditures -676 602 -836 282
B.2. Proceeds from fixed assets sold 59 044 191 728
B.*** Net investment cash flows -617 558 -644 554

Cash flow from financial activities

C.1. Change in payables from financing -1 078 008 243 731
C.2. Impact of changes in equity 459 520 849 009
C.2.1. Cash increase in share capital 432 000 781 800
C.2.3. Other cash contributions made by partners 27 520 67 209
C.*** Net financial cash flows -618 488 1 092 740
F. Net increase or decrease in cash and cash equivalents -12 782 -84 085
R. Closing balance of cash and cash equivalents 26 928 39 710  

 
Comments to cash flow statement 

The most important transaction that affected cash flow was re-payment of the EUR 
44m loan from sister company DNEU. The loan was paid off by cashpooling sources. Next 
significant transaction was shared capital increase to CZK 3.4 billion. 

 
More informtion is available in the individual chapters of the notes to financial 

statements. 
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STATEMENT OF Denso Manufacturing Czech, s.r.o.

CHANGES IN EQUITY Corporate ID 25432338

Year ended Heyrovského 476
31.3.2006 462 07 Liberec
(in CZK thousand)

Share capital Capital funds

Accumulated 
profits brought 

forward

Accumulated 
losses brought 

forward

Profit or loss 
for the current 

period TOTAL EQUITY

Balance at 31 March 2004 2 160 000 6 361 -25 826 -1 315  224 825 311

Distribution of profit or loss -1 315 224 1 315 224

Change in share capital 781 800 67 210 849 010

Profit or loss for the current period -1 402 167 -1 402 167

Balance at 31 March 2005 2 941 800 67 210 6 361 -1 341 050 -1 402 167 272 154

Distribution of profit or loss -1 402 167 1 402 167

Change in share capital 432 000 27 520 459 520

Profit or loss for the current period -557 380 -557 380

Balance at 31 December 2006 3 373 800 94 730 6 361 -2 7 43 216 -557 380 174 295  
 

Comments to statement of changes in equity 
Same as previous year, shared capital was increased in March 2006 in order to cover 

the loss from the current period. Dispite of the increase, the total equity dropped due to the 
reached loss. 

  
More informtion is available in the individual chapters of the notes to financial 

statements. 
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Notes to financial statements 
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1. GENERAL INFORMATION 

1.1. Incorporation and Description of the Business 

DENSO MANUFACTURING CZECH s.r.o. (henceforth the ‘Company’) was formed on 
the basis of a Deed of Foundation as a limited liability company on 25 May 2001 and 
was incorporated following its registration in the Register of Companies maintained by 
the Court in Ústí nad Labem on 12 July 2001. The Company principally engages in 
producing air-conditioning systems for cars. 
 
The Company’s registered office is located at Heyrovského 476, Liberec 462 07, Czech 
Republic.  
 
The Company’s issued share capital is CZK 3,373,800 thousand. 
 
The Company’s financial statements have been prepared as of and for the year 
ended  31 March 2006. 
 
The following table shows individuals and legal entities with an equity interest greater 
than 20 percent and the amount of their equity interest: 
 
Shareholder/Owner Ownership percentage 
DENSO CORPORATION, 1-1, Showa-cho, Kariya-shi, Aichi-ken, Japan 100 
Total 100 

1.2. Year-on-Year Changes and Amendments to the Reg ister of Companies 

During the year ended 31 March 2006, the Company’s share capital was increased 
through a contribution of CZK 432,000 thousand made on 27 March 2006. This 
contribution was not entered in the Register of Companies at the balance sheet date. 
 
The following changes were made in the position of the Company’s statutory executive: 
 

-  Seiji Nakagoshi was recalled as of 1 May 2005 
-  Fumiaki Nagata was appointed as of 1 May 2005 
-  Hiroshige Shimbo was appointed as of 31 October 2005 
-  Kiyoshi Kittaka was recalled as of 27 March 2006 
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1.3. Organisational Structure 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 PRESIDENT  VICE PRESIDENT SENIOR MANAGERS MANAGERS 

HR 

Finance and Planning 

Purchases 

Quality  

Product management 

 
Production planning 
and logistic 

Technologies 

PD 
K. Balatka 
(products) 
PDN 
H. Shinbo 
(production) 

F. Nagata 

Purchases – Czech Republic 

Purchases – Germany 

Cost planning 

Business planning 

Finances and accounting 
ú� etnictví 
IT systems 

Quality management 

Quality control 

Product design and VA/VE 

Project management 

Production planning 

Logistics 

I. Technologies: HVAC, 
Moulding, DL-Pulley, 
Press 

II. Technologies 
Condenser 

III. Technologies 
Evaporator 

IV. Technologies: Heater 
Core, Radiator 

Maintenance 

I. Production: HVAC, 
Moulding, KD-parts, DL-
Pulley 

II. Production: 
Evaporator, Press 

Production 

III. Production:  
Condenser 

IV. Production: Heater 
Core, Radiator 

TIE 

Z. Štrobl 

xK. Tani 

H. Yanase 

M. Sugiura 

M. Berndt 

M. Maisumura 

A. Jank�  

xN. Futamura 

J. Ko�ínek 

S. Inagaki 

xK. Balatka 

M. Nomura 

J. Ráliš 

xH. Ohsawa 

N. Hironaka 

H. Ohsawa 

xS. Nohira 

R. Onoda 

V. Vávra 

R. Zden� k 

V. Verner 

I. Cheben 

S. Nohira 

T. Kojma 

Y. Yamamoto 

xK. Balatka 

Y. Matsui 

N. Futumura 
Deputy: A. Jank�  

 

K. Tani 

D. B� lá�  

PD 

PD 

PDN 

PDN 

PDN 

X CONCURRENT 
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1.4. Group Identification 

The Company is included in the DENSO CORPORATION Group. DENSO 
CORPORATION is a multinational company engaged in manufacturing car 
components. These predominantly include motor-related products, air-conditioning, car 
electronics and steering and safety components. DENSO CORPORATION operates in 
31 countries all over the world and has 164 branches with 104,000 employees. 
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2. BASIS OF ACCOUNTING AND GENERAL ACCOUNTING PRINC IPLES 

The Company’s accounting books and records are maintained and the financial 
statements were prepared in accordance with the Accounting Act 563/1991 Coll., as 
amended; the Regulation 500/2002 Coll. which provides implementation guidance on 
certain provisions of the Accounting Act 563/1991 Coll. for reporting entities that are 
businesses maintaining double-entry accounting records, as amended by the 
Regulation 472/2003 Coll. and by the Regulation 397/2005 Coll.; and Czech 
Accounting Standards for Businesses.   
 
The accounting records are maintained in compliance with general accounting 
principles, specifically the historical cost valuation basis, the accruals principle, the 
prudence concept and the going concern assumption. 
 
These financial statements are presented in thousands of Czech crowns (“CZK ‘000”).  
 
Any references to 2005 made in these financial statements relate to the fiscal year 
ended 31 March 2006. The same rule applies to other reporting periods referred to in 
these financial statements. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  

3.1. Tangible Fixed Assets  

Tangible fixed assets include assets with an estimated useful life greater than one year 
and an acquisition cost greater than CZK 40,000 on an individual basis. 
 
Purchased tangible fixed assets are stated at cost less accumulated depreciation and 
any recognised impairment losses. 
 
The cost of fixed asset improvements exceeding CZK 40,000 for the taxation period 
increases the acquisition cost of the related tangible fixed asset. 
 
Depreciation is charged so as to write off the cost of tangible fixed assets, other than 
land and assets under construction, over their estimated useful lives on the following 
basis:  
 
 Number of years 
 Accounting depreciation Tax depreciation 
Buildings and structures 40 20 - 30 
Accessories for buildings 7 5 - 10 
Moulding dies 2 2 
Machinery and equipment 7 3 - 10 
Cars 4 4 
Forklifts 10 5 
Hardware 5 3 
Furniture 5 5 

 
Assets held under finance leases are depreciated by the lessor.  
 
Gains and losses from the disposal or retirement of assets are determined as the 
difference between the sales revenue and the net book value of the assets as of the 
sale date and recognised in the profit and loss account.  
 
Any subsequent revaluation of the new asset components referred to above gives rise 
to an adjustment of the valuation difference amount and amortisation continues with 
the amortisation period remaining unchanged.  
 
Low value tangible assets were expensed as set out in the table below: 
 

Assets Estimated useful life exceeding one year, se t out below the limits of acquisition costs (CZK) 
 < 2 999/ pcs 3 000 – 39 999/ pcs > 40 000/ pcs 
Tangible FA -
specified 

Operating 
expenses, or low 

value  items  

Low-value FA (recorded in the register, 
depreciation period: 2 years) 

Standard tangible FA 
(recorded in the register, 

depreciation period 
according to the asset 

type) 
Tangible FA - other Operating expenses, or low value items Standard tangible FA 

Tangible FA - 
special 

< 9 999/pcs 
Operating expenses 

10 000–39 999/pcs  
Low-value FA (recorded in the register, 

depreciation period: 2 years) 

 
Standard tangible FA 

 
Specified tangible fixed assets  include HW technologies, fax machines, copiers, 
printers, shredders, scanners, projectors, cameras, mobile phones, washing machines, 
driers, refrigerators, and mixers. 
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Other tangible fixed assets  principally include furniture.  
 
Special tangible fixed assets  include measuring instruments, devices, and carts. 
 
Provisioning 
 
Provisions are made against unused tangible fixed assets based on the results of the 
inventory taking, to the extent that the carrying value temporarily does not match the 
actual balance. 
 
The Company created no provisions against tangible fixed assets in the year ended  
31 March 2006. 

3.2. Intangible Fixed Assets  

Intangible fixed assets include assets with an estimated useful life greater than one 
year and an acquisition cost greater than CZK 60,000 in respect of start-up costs on an 
individual basis. 
 
Purchased intangible fixed assets are stated at cost. 
 
Expenditure on research activities is recognised as an expense in the period in which it 
is incurred. 
 
The cost of fixed asset improvements exceeding CZK 60,000 for the taxation period 
increases the acquisition cost of the related intangible fixed asset. 
 
Amortisation of intangible fixed assets is recorded on a straight line basis over their 
estimated useful lives as follows: 
 
 Number of years of accounting amortisation/tax 

amortisation/annual percentage 
Software 3/3 

 

Low value intangible assets were expensed as set out in the table below: 
 
Assets  Estimated useful life exceeding one year, set out below the limits of acquisition costs (CZK) 
 < 59 999/ pcs > 60 000/ pcs 

Intangible FA Operating expenses 
Standard intangible FA 

(recorded in the register) 
 

Low value intangible assets primarily include software and licences. 
 

Provisioning 
 

Provisions are made against unused intangible fixed assets based on the results of the 
inventory taking, to the extent that the carrying value temporarily does not match the 
actual balance. 
 
The Company created no provisions against intangible fixed assets in the year ended  
31 March 2006. 

3.3. Non-Current Financial Assets 

Non-current financial assets principally consist of loans with maturity exceeding one 
year, equity investments, securities and equity investments available for sale and debt 
securities with maturity over one year held to maturity, and non-current assets held 
under a business lease arrangement.  
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The Company held no non-current financial assets in the year ended 31 March 2006. 

3.4. Current Financial Assets  

At the balance sheet date, current financial assets included cash on hand and cash at 
bank. 

3.5. Derivative Financial Transactions 

The Company did not maintain or use any trading and hedging derivatives in the year 
ended 31 March 2006. 

3.6. Inventory 

Purchased inventory is valued at acquisition costs. Acquisition cost includes the 
purchase cost and indirect acquisition costs such as custom fees, freight costs and 
storage fees and insurance charges.  
 
Movements of inventory in stock are recognised at pre-determined (standard) prices. 
These prices are set once a year at the start of the reporting period. Standard material 
prices are set as equal to purchase prices valid on the first day of the reporting period. 
Internally developed inventory is valued on the basis of the allocation of the appropriate 
amount of direct and indirect expenses. Variances between the actual and fixed price 
are expensed on a monthly basis according to their current amount. 
 

Provisioning 
 

The Company recognises provisions against inventory whose impairment is not 
deemed permanent by reference to, for instance, an aging analysis of inventory. The 
Company created no provisions against inventory in the year ended 31 March 2006. 

3.7. Receivables 

Upon origination, receivables are stated at their nominal value as subsequently 
reduced by appropriate provisions for doubtful and bad amounts. As of 31 March 2006 
the balance of receivables was reduced through a provision against doubtful and bad 
amounts of CZK 1,053 thousand. 
 
Provisioning 
 

Accounting provisions against receivables 
Past due Group balances  Other than Group balances  
6-12 months 50 % 50 % 
>12 months 100 % 100 % 

3.8. Trade Payables  

Trade payables are stated at their nominal value. 

3.9. Loans 

Loans are stated at their nominal value. 
 
The portion of long-term loans maturing within one year from the balance sheet date is 
included in short-term loans.  
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Interest on loans is paid on a six-month basis, an estimated payable equal to 1/6 of the 
six-month interest is recognised each month. 

3.10. Reserves 

Reserves are intended to cover future obligations or expenditure, the nature of which is 
clearly defined and which are either likely to be incurred or certain to be incurred but 
which are uncertain as to the amount or the date on which they will arise. 
 
The Company records statutory tax deductible reserves for repairs of tangible fixed 
assets. The Company also recognises a non-tax deductible reserve for outstanding 
vacation days and employee bonuses related to a closed reporting period. Other 
reserves are recorded for expenses that relate to a closed reporting period but were 
not billed at the balance sheet date. 

3.11. Foreign Currency Translation 

The Company translates balances denominated in a foreign currency using a daily 
exchange rate of the Czech National Bank.  
 
At the balance sheet date, financial assets, short-term receivables and payables 
denominated in a foreign currency are translated using the effective exchange rate 
promulgated by the Czech National Bank as of that date. Any resulting foreign 
exchange rate gains and losses are recorded through the current year’s financial 
expenses or revenues as appropriate. 

3.12. Finance Leases 

A finance lease is the acquisition of a tangible fixed asset such that, over or after the 
contractual lease term, ownership title to the asset transfers from the lessor to the 
lessee; pending the transfer of title the lessee makes lease payments to the lessor for 
the asset that are charged to expenses.  
 
Aggregate amounts related to assets acquired under finance leases are amortised and 
expensed over the lease period. 
 
Leasehold improvements are depreciated over the lease term. Following the transfer of 
ownership title to the leased asset to the lessee, the cost of improvements is added to 
the value of acquired assets and the depreciation of this increased amount continues.  
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3.13. Taxation 

3.13.1. Depreciation of Fixed Assets for Tax Purpos es 

Depreciation of fixed assets for tax purposes is calculated using the straight line 
method. 

3.13.2. Current Tax Payable 

The tax currently payable is based on taxable profit for the reporting period. Taxable 
profit differs from net profit as reported in the profit and loss account because it 
excludes items of income or expense that are taxable or deductible in other periods 
and it further excludes items that are never taxable or deductible. The Company’s 
liability for current tax is calculated using tax rates that have been enacted by the 
balance sheet date. 

3.13.3. Deferred Tax 

Deferred tax is accounted for using the balance sheet liability method.  
 
Under the liability method, deferred tax is calculated at the income tax rate that is 
expected to apply in the period when the tax liability is settled or the asset realised. 
 
The balance sheet liability method focuses on temporary differences which are 
differences between the tax base of an asset or liability and its carrying amount in the 
balance sheet. The tax base of an asset or liability is the amount that will be deductible 
for tax purposes in the future.  
 
The carrying amount of deferred tax assets is reviewed at each balance sheet date and 
reduced to the extent that it is no longer probable that sufficient taxable profit will be 
available to allow all or part of the asset to be recovered. 
 
Deferred tax is charged or credited to the profit and loss account, except when it 
relates to items charged or credited directly to equity, in which case the deferred tax is 
also dealt with in equity.  
 
Deferred tax assets and liabilities are offset and reported on an aggregate net basis in 
the balance sheet, except when partial tax assets cannot be offset against partial tax 
liabilities. 
 
In the year ended 31 March 2006, the Company accounted for no deferred tax. 

3.14. Impairment 

At each balance sheet date, the Company reviews the carrying amounts of its assets to 
determine whether there is any indication that those assets have suffered an 
impairment loss. If any such indication exists, the recoverable amount of the asset is 
estimated in order to determine the extent of the impairment loss (if any). Where it is 
not possible to estimate the recoverable amount of an individual asset, the Company 
estimates the recoverable amount of the cash-generating unit to which the asset 
belongs. 
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If the recoverable amount of an asset (or cash-generating unit) is estimated to be less 
than its carrying amount, the carrying amount of the asset (cash-generating unit) is 
reduced to its recoverable amount. 

3.15. Borrowing Costs 

The Company maintains no loan where borrowing costs related to acquisition, 
construction or production of fixed assets would be capitalised as part of the acquisition 
cost of the related assets.  

3.16. Revenue Recognition 

Revenues are recognised when goods are shipped out of stock and title has passed to 
the customer or when services are rendered and are reported net of discounts and 
VAT. 

3.17. Use of Estimates 

The presentation of financial statements requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities at the balance 
sheet date and the reported amounts of revenues and expenses during the reporting 
period. Management of the Company believes that the estimates and assumptions 
used will not significantly differ from the actual results and outcomes in the following 
reporting periods. 

3.18. Extraordinary Expenses and Income 

Extraordinary items are income or expenses that arise from events or transactions that 
are clearly distinct from the ordinary activities of the Company as well as income or 
expenses from events or transactions that are not expected to recur frequently or 
regularly. 

3.19. Year-on-Year Changes in Valuation, Depreciati on or Accounting Policies 

There were no significant changes in accounting, valuation or depreciation policies in 
the year ended 31 March 2006 which would have significantly impacted the financial 
statements for the year ended 31 March 2006.  

3.20. Cash Flow Statement  

The cash flow statement is prepared using the indirect method. Cash equivalents 
include current liquid assets easily convertible into cash in an amount agreed in 
advance. Cash and cash equivalents can be analysed as follows:  

(CZK ‘000) 
 31 March 2006  31 March 2005  
Cash on hand and cash in transit 372 531 
Bank accounts 26 556 39 179 
Total cash and cash equivalents 26 928 39 710 

 
Balances presented in the above table match the ‘current financial assets’ line on the 
face of the balance sheet. 
 
Cash flows from operating, investment and financial activities presented in the cash 
flow statement are not offset. 
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4. ADDITIONAL INFORMATION ON THE BALANCE SHEET AND PROFIT AND 
LOSS ACCOUNT 

4.1. Fixed Assets  

4.1.1. Intangible Fixed Assets  

Cost 
(CZK ‘000) 

 Balance at 
31 Mar 2004 

Additions  Disposals  Balance at 
31 Mar 2005 

Additions  Disposals  Balance at 
31 Mar 2006 

Start-up costs 241  241 0   0 
Software 10 696 7 026  17 722 4 899  22 621 
Intangible FA under 
construction 6 086 2 946 8 320 712 4 100 4 813 0 
Prepayments for 
intangible FA 3 526 10 3 532 4 1 678 1 236 446 
Total 20 549  9 982 12 093 18 438 10 677 6 049 23 067 

 
Accumulated Amortisation 

(CZK ‘000) 
 Balance at 

31 Mar 2004 
Additions  Disposals  Balance at 

31 Mar 2005 
Additions  Disposal

s 
Balance at 

31 Mar 2006 
Start-up costs 241  241 0   0 
Software 1 863 3 859  5 722 4 608 0 10 330 
Total 2 104  3 859 241 5 722 4 608 0 10 330 

 
Net Book Value 

(CZK ‘000) 
 Balance at 

31 Mar 2005 
Balance at 

31 Mar 2006 
Software 12 000 12 291 
Intangible FA under construction 712 0 
Prepayments for intangible FA 4 446 
Total 12 716  12 737 

 
The Company did not account for provisions against intangible fixed assets for the year 
ended 31 March 2006. 

4.2. Tangible Fixed Assets 

Cost 
(CZK ‘000) 

 Balance at 
31 Mar 

2004 

Additions  Disposals  Balance at 
31 Mar 

2005 

Additions  Disposals  Balance at 
31 Mar 

2006 
Land 100 761   100 762   100 762 
Buildings and structures 762 809 8 618  771 427 43 723  815 150 
Individual movable assets 1 972 781 336 735 258 738 2 050 778 912 534 140 666 2 822 646 
- Machinery and equipment 1 362 110 288 245 5 277 1 645 078 645 923 9 258 2 281 744 
- Other tangible assets 610 671 48 490 253 461 405 700 266 611 131 408 540 902 
Tangible FA under construction 25 208 905 079 645 558 284 729 672 660 787 361 170 028 
Prepayments for tangible FA 12 486 301 848 158 984 155 350 220 021 357 064 18 307 
Total 2 874 045  1 552 280 1 063 280 3 363 046 1 848 938 1 285 091 3 926 893 
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Accumulated Depreciation  
(CZK ‘000) 

 Balance at 
31 Mar 

2004 

Additions  Disposals  Balance at 
31 Mar 

2005 

Additions  Disposals  Balance at 
31 Mar 

2006 
Buildings and structures 10 177 19 287  29 464 20 051  49 515 
Individual movable assets 214 551 445 254 134 540 525 265 472 707 70 453 927 519 
- Machinery and equipment 107 389 211 620 581 318 428 299 678 3 027 615 079 
- Other tangible assets 107 162 233 634 133 959 206 837 173 029 67 426 312 440 
Total 224 728   464 541 134 540 554 729 492 758 70 453 977 034 

 
Net Book Value 

 (CZK ‘000) 
 Balance at 

31 Mar 
2005 

Balance at 
31 Mar 

2006 
Land 100 761 100 762 
Buildings and structures 741 963 765 635 
Individual movable assets 1 525 513 1 895 127 
- Machinery and equipment 1 326 650 1 666 665 
- Other tangible assets 198 863 228 462 
Tangible FA under construction 284 729 170 028 
Prepayments for tangible FA 155 350 18 307 
Total 2 808 317  2 949 859 

 
The most significant additions to tangible fixed assets included the acquisition of 
production machinery and equipment. All of the production machinery that was brought 
into use during 2005 was capitalised and depreciation of these machines commenced.  
 
The most significant items of tangible fixed assets under construction include injection 
press No. 1 (PR001) for the production of pressed aluminium pieces used in the 
production of heat exchangers. The value of theses assets not entered into use was 
CZK 66.1 million as of 31 March 2006. Another important item included a soldering 
furnace (RA033) amounting to CZK 61.4 million as of 31 March 2006.  
 
At the balance sheet date, the most important part of the prepayments for tangible fixed 
assets related to injection press No. 2 (PR006) amounting to CZK 15.6 million. 
 
Interest on loans was not capitalised as part of the cost of tangible fixed assets in the 
reporting period. 

4.2.1. Fixed Assets Pledged as Security 

The Company holds no assets pledged as security.  
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4.2.2. Assets Held under Finance and Operating Leas es 

Finance Leases 
(CZK ‘000) 

Description   Date of 
inception  

Term in 
months  

Total 
lease 
value  

Payments 
made as of 

31 Mar 2005 

Payments 
made for the 

year en ded 31 
Mar 2006 

Due in the 
year ending 
31 Mar 2007 

Due in the 
following 

years  

VW Golf Variant 1 Nov 2002 48 608 151 151 88 0 
Audi A4 1 Jan 2003 48 1 293 275 275 206 0 
Audi A4 1 June 2003 48 1 248 266 266 266 44 
Audi A4 25 Oct 2002 48 1 233 263 263 131 0 
VW Passat 30 Aug 2002 48 1 041 220 220 73 0 
VW Sharan 30 Aug 2002 48 1 218 258 258 86 0 
VW Passat 7 March 2003 48 1 009 211 211 193 0 
VW Passat 7 March 2003 48 1 008 211 211 193 0 
VW Passat 7 March 2003 48 1 027 215 215 197 0 
VW Passat 7 March 2003 48 1 006 210 210 193 0 
Audi A4 7 March 2003 48 1 226 258 258 237 0 
VW Passat 5 Feb 2003 48 973 204 203 170 0 
VW Passat 7 March 2003 48 1 007 211 211 193 0 
VW Passat 5 Feb 2003 48 973 204 203 170 0 
Audi A4 5 Feb 2003 48 1 235 260 260 217 0 
Audi A6 5 Feb 2003 48 1 697 358 358 298 0 
VW Passat 5 April 2003 48 993 207 207 207 0 
Škoda Octavia 6 June 2003 48 804 167 167 167 28 
Škoda Superb 5 Jan 2004 48 941 195 195 195 146 
VW Passat 5 March 2004 48 1 024 216 216 216 198 
Škoda Superb 5 March 2004 48 933 193 193 193 177 
Škoda Superb 5 March 2004 48 935 194 194 194 177 
Škoda Superb 5 March 2004 48 934 194 194 194 177 
Škoda Superb 5 March 2004 48 934 194 193 193 177 
Škoda Superb 5 March 2004 48 935 194 194 194 178 
Škoda Octavia 5 March 2004 48 805 167 167 167 153 
VW Passat 22 July 2004 48 1 069 345 217 217 290 
VW Passat 22 July 2004 48 1 066 344 217 217 289 
VW Passat 3 August 2004 48 1 068 326 217 217 308 
VW Passat 27 Sept 2004 48 1 022 296 207 207 311 
VW Golf 14 Oct 2004 48 893 244 181 181 287 
BMW 22 Nov 2004 48 1 083 232 232 232 387 
Škoda Octavia 8 April 2005 48 823 0 314 165 344 
Škoda Octavia 2 June 2005 48 851 0 274 178 400 
Škoda Octavia 2 June 2005 48 851 0 274 178 400 
VW Passat 29 July 2002 48 1 045 221 221 55 0 
Toyota Corolla 1 Oct 2002 36 625 206 103 0 0 
Toyota Camry 1 Jan 2003 36 1 034 287 215 0 0 
Škoda Octavia 5 Sept 2002 

48 802 337 
Prematurely 

terminated 0 0 
Total   39 272 8 534 8 365 6 678 4 471 

 
The Company maintained a total of 38 valid lease contracts for cars as of 31 March 
2006.  
 
The above figures are net of VAT if input VAT recovery is possible. 
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4.3. Operating Leases 

(CZK ‘000) 
Description Date of 

inception 
Date of expiration Total 

lease 
value 

Payments 
made at  

 31 March 
2005 

Payments 
made at  

31 March 
2006 

Due in the 
year ending 

31 March 
2007 

Nice net 29 Mar 2004 Not determined 0 3 269 7 313 7 300 
Lease of packaging  Not determined 0 0 7 328 7 300 
IBM graphic station 17 Oct 2002 1 Oct 2005 1 101 468 219 0 
IBM graphic station 29 May 2003 1 May 2006 508 150 202 17 
XEROX document centre 16 Apr 2003 1 Apr 2007 948 211 282 282 
XEROX document centre 4 Oct 2002 1 Oct 2005 1 036 440 205 0 
Cars   0 827 1071 900 
Other    0 166 669 0  
Total   3 593  5 531 17 289 15 799 

 
The above figures are net of VAT if input VAT recovery is possible. 
 
The ‘total lease value’ represents the sum of lease instalments for the entire lease 
period. 
 
Nice Net is a network where the Company rents telecommunication lines between 
DENSO CORPORATION and DENSO branches all over the world. The Nice Net 
expenses for the year ending 31 March 2007 are expected to more or less equal those 
for the year ended 31 March 2006. 
 
The lease of packaging represents payments for rental of packaging belonging to the 
end customer (Volkswagen). The Company incurs the cost of the rental payments in 
the case of non-compliance with the agreed deadline for filling and shipping the 
packaging. 
 
Car leases are not based on any fixed operating lease contract but depend on the 
Company’s instant requirements.  

4.4. Non-Current Financial Assets  

The Company held no non-current fixed assets in the year ended 31 March 2006.  

4.5. Inventory 

The decrease in inventory (compared to the year ended 31 March 2005) was caused 
mainly by a decrease in products allocated to inventory. The supplier’s tools carried as 
goods were sold to the end customers and, upon the sale, the related tools were 
transferred to the account ‘Costs of goods sold’. 

4.6. Receivables 

4.6.1. Long-Term Receivables  

The Company recorded no long-term receivables in the year ended 31 March 2006. 

4.7. Short-Term Receivables  

4.7.1. Aging of Trade Receivables  
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(CZK ‘000) 
Past due date Year 

 
Category Before 

due date  0 - 90 
days  

91 - 180 
days  

181 – 360 
days  

1 - 2 
years  

2 and more 
years  

Total past 
due date  

Total 

2005 Gross 728 885 29 916 11 206 2 105 1 0 43 228 772 113 
 Provisions 0 0 0 1 052 1 0 1 053 1 053 
 Net 728 885 29 916 11 206 1 053 0 0 42 175 771 060 
2004 Gross 572 440 18 765 5 078 2 815 2 031 0 28 689 601 129 
 Provisions 0 0 0 1 716 2 031 0 3 747 3 747 
 Net 572 440 18 765 5 078 1 099 0 0 24 942 597 382 

 

As of 31 March 2006, the Company recorded aggregate short-term receivables of CZK 
913,741 thousand, of which CZK 772,113 thousand were trade receivables. Of this 
balance, CZK 43,228 thousand in trade receivables were past their due dates. 
Intercompany receivables past their due dates amount to CZK 37,310 thousand. For  
a more detailed analysis of receivables refer to Note 4.7.2. 
 
The year-on-year increase in trade receivables was due to the launch of production, 
which reached the standard level in the last quarter of the year ended 31 March 2006. 
 
Receivables from companies with significant influence amounting to CZK 
353,355 thousand consist of a receivable from DENSO EUROPE in the cashpooling 
account. Cashpooling accounts were presented as ‘Short-term payables – significant 
influence’ of CZK 805,608 thousand as of 31 March 2006. 
 
Tax receivables from the State predominantly include an excessive VAT deduction of 
CZK 103,327 thousand. 
 
At the balance sheet date, no receivables are pledged as collateral or security. 

4.7.2. Intercompany Receivables 

(CZK ‘000) 
Name of the entity Balance at 31 Mar 2006  Balance at 31 Mar 2005  
Short-term receivables   
DENSO CORPORATION 1 476 1 125 
DENSO EUROPE 636 317 517 187 
DENSO MANUFACTURING UK 37 798 23 853 
AIRS MANUFACTURING CZECH 13 986 15 124 
TIANJIN DENSO AIR-CONDITIONER CHINA 7 871 2 776 
DENSO OTOMOTIV TURKEY 7 744 2 793 
DENSO THERMAL SYSTEMS, ITALY 30 389 0 
TIANJIN FAWER DENSO, CHINA 5 405 0 
DENSO THERMAL PRODUCTS, CHINA 30 0 
Other 0 1 461 
Total short-term intercompany receivables  741 016 564 319 
Other than intercompany receivables 31 097 33 064 
Total short-term receivables 772 113 597 382 
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4.8. Current Financial Assets  

 (CZK ‘000) 
 Balance at 31 Mar 2006  Balance at 31 Mar 2005  
Cash 372 531 
Cash on hand 372 531 
Current accounts 26 556 39 179 
Cash at bank 26 556 39 179 
Total current financial assets 26 929 39 710 

4.9. Deferred Expenses  

At the end of the reporting period, the Company’s deferred expenses totalled CZK 
25,523 thousand. The most significant item of deferred expenses as of 31 March 2006 
involves a billed finance lease instalment. Compared to 2004, there was a significant 
decrease due to the completed depreciation of complex deferred expenses. The 
detailed balance of complex deferred expenses is analysed in the following table: 
 

 Complex deferred expenses (CZK ‘000) 
Balance at 31 March 2004 849 148 
Addition -221 555 
Release 302 716 
Balance at 31 March 2005 324 877 
Addition 0 
Release -324 877 
Balance at 31 March 2006 0 

 

Depreciation of complex deferred expenses was finished in February 2006.  

4.10. Equity 

The Company’s share capital increased by CZK 432,000 thousand to CZK 
3,373,800 thousand during the year ended 31 March 2006, namely as of 27 March 
2006. This contribution was not recorded in the Register of Companies at the balance 
sheet date. Pursuant to the decision of the parent company, capital funds of CZK 
97,730 thousand were created as equal to the difference between the share capital 
increase amount approved by the sole owner and the amount which was effectively 
held in the bank accounts.  

4.11. Reserves 

(CZK ‘000) 
 Reserve for 

repairs of 
tangible FA 

Reserve for 
unpaid 

bonuses  

Reserve for 
outstanding 

vacation days 

Reserves for 
guarantees 

Total reserves  

Balance at 31 March 2005 0 6 589  2 680 0 9 269 
Charge for reserves 600 11 937 4 181 13 710 30 428 
Use of reserves 0 -6 589 -2 680 0 -9 269 
Release of redundant 
reserves 0 0 0 0 0 
Balance at 31 March 2006 600 11 937 4 181 13 710 30 428 

 
As of 31 March 2006, the Company created a reserve for (tax deductible) repairs of 
tangible fixed assets amounting to CZK 600 thousand. Other reserves of CZK 
29,828 thousand were created, of which CZK 11,937 thousand was held for unpaid 
bonuses, CZK 4,181 thousand for outstanding vacation days, and CZK 13,710 
thousand for guarantee costs expected to be incurred in the following two years. 
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4.12. Payables 

4.12.1. Long-Term Payables  

As of 31 March 2006, the Company accounted for no long-term payables.  
 
The long-term payables to a company with significant influence amounting to CZK 
988,185 thousand consist of the long-term portion of a loan from DENSO EUROPE. 
The loan was repaid as of 28 March 2006.  

4.12.2. Long-Term Payables Collateralised or Otherw ise Secured 

The Company recorded no long-term collateralised or otherwise secured payables as 
of 31 March 2005 and 2006. 

4.13. Short-Term Payables  

4.13.1. Aging of Short-Term Trade Payables 

(CZK ‘000) 
Past due date Year ended 

 
Category Before 

due date  0 - 90 
days  

91 - 180 
days  

181 – 360 
days  

1 - 2 
years  

2 and 
more 
years  

Total past 
due date  

Total  

31 March 2006 Short-term 956 481 131 312 9 281 1 391 1 656 667 144 307 1 100 788 
31 March 2005 Short-term 707 244 74 751 16 211 4 831 1 429 140 97 362 804 606 

 
As of 31 March 2006, the Company recorded aggregate short-term payables of CZK 
2,243,811 thousand, of which CZK 1,100,788 thousand were trade payables. Of this 
balance, CZK 144,307 thousand in trade payables were past their due dates. 
Intercompany payables past their due dates amounted to CZK 50,226 thousand. 
 
Estimated payables of CZK 296,277 thousand primarily consist of estimated payables 
for technical support from DENSO EUROPE (CZK 66,028 thousand) and licence fees 
for the period from 10/2005 to 3/2006 (CZK 115,173 thousand) and the estimated 
retroactive reduction of selling prices (CZK 55,888 thousand). 
 
The year-on-year decrease in estimated payables compared is primarily attributable to 
the decreased technical support expenses due to production stabilisation and curbing 
of technical support provided from DENSO.  
 
Short-term payables to a company with significant influence amounting to CZK 805,608 
thousand consist of the negative balance on the cashpooling account as of 31 March 
2006. The increase of the balance compared to the previous period was attributable to 
the earlier repayment of the loan from DENSO EUROPE totalling CZK 1,091,090 
thousand (EUR 38,500 thousand).  
 
As of 31 March 2006, the Company accounts for outstanding payables arising from 
social security and state employment policy contributions as well as health insurance, 
amounting to CZK 13,222 thousand. The Company carries no other payables past their 
due dates.  

4.13.2. Intercompany Payables  
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(CZK ‘000) 
Name of the entity Balance at 31 Mar 2006  Balance at 31 Mar 2005  
Short-term payables   
DENSO CORPORATION 60 678 150 480 

Controlling entity   
DENSO EUROPE 347 166 8 897 
DENSO MANUFACTURING UK 77 014 95 249 
AIRS MANUFACTURING CZECH 51 389 24 169 
DENSO MARSTON LTD 0 4 394 
DENSO AUTOMOTIVE DEUTSCHLAND 20 12 961 
DENSO THERMAL SYSTEMS S.p.A. 10 913 0 
Other 5 756 1 960 

Related parties (fellow subsidiaries within the Gro up)    
Total short-term intercompany payables  552 936 298 110 
Other than intercompany payables 547 852 506 496 
Total short-term trade payables 1 100 788 804 606 

 
The Company recorded a balance of CZK 329,395 thousand within line B.III.3 
‘Payables – substantial influence’ in the year ended 31 March 2005. As of 31 March 
2006, the balance increased to CZK 805,608 thousand following the repayment of the 
loan from DENSO EUROPE (see Note 4.13.1.).  

4.13.3. Collateralised or Otherwise Secured Payable s  

The Company recorded no collateralised or otherwise secured payables as of 31 
March 2005. 

4.14. Bank Loans  

4.14.1. Long-Term Bank Loans  

Year ended 31 March 2006 
 (CZK ‘000) 

Bank/creditor Currency Balance at 31 
Mar 2006 

Balance at 31 
Mar 2005 

Interest rate –  year 
ended 

31 March 2006  

Form of collateral -  
year ended 

31 March 2007  
Japan Bank for International 
Cooperation (JBIC) EUR 1 509 816 1 976 370 6 month EURIBOR 

DENSO 
CORPORATION 

Total EUR 1 509 816  1 976 370   

 
Repayment Schedule 

 (CZK ‘000) 
Bank/creditor 2006  2007 2008 2009 2010 In the following periods  
Japan Bank for International 
Cooperation (JBIC) 0 377 454 377 454 377 454 377 454 0 
Total 0  377 454 377 454 377 454 377 454 0 

 
The repayment schedule for JBIC commences on 28 September 2006 with the 
repayment of CZK 188,727 thousand (EUR 6,600 thousand, translated using the 
exchange rate of CZK 28.595/EUR 1 prevailing as of 31 March 2006) and the following 
repayments are to be made semi-annually always in the amount of EUR 6,600 
thousand. The total number of repayments is ten.  
 
The portion of the loan repayable by 31 March 2007 (the 2006 fiscal year) is 
recognised within line B.IV.2. ‘Short-term bank loans’ as required by applicable 
accounting regulations.  
 
The long-term loan has been guaranteed by DENSO CORPORATION.  
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4.14.2. Short-Term Bank Loans and Financial Borrowi ngs  

Year Ended 31 March 2006 
 (CZK ‘000) 

Bank/ 
Creditor 

Balance at 
31 March 2006  

Balance at 
31 March 2005  

Interest rate –  
year ended 

31 March 2006  

Form of collateral -  
year  ended 

31 March 2006  
Japan Bank for International 
Cooperation (JBIC) 377 454 0 6 month EURIBOR 

DENSO 
CORPORATION 

Total 377 454  0   

 
In the years ended 31 March 2005, the short-term portion of the loan from JBIC was 
not accounted for separately but was included within line B.IV.1. ‘Long-term bank 
loans’. 
 
The long-term loan has been guaranteed by DENSO CORPORATION.  

4.15. Derivative Financial Instruments  

The Company did not use derivative financial instruments for the year ended 31 March 
2006. 

4.16. Income Taxation  

4.16.1. Deferred Taxation  

The Company does not account for deferred taxation because of the promised tax 
incentives for ten years and reported tax losses. Based on an estimate, the Company 
anticipates carrying a deferred tax asset of CZK 3.6 million. 

4.16.2. Income Tax Charge (Credit) 

The Company did not account for any income tax charge due to the losses of CZK  
557,380 thousand and CZK 1,402,166 thousand incurred for the years ended  
31 March 2006 and 2005, respectively. 

4.17. Details of Income by Principal Activity 

(CZK ‘000) 
 Year ended 31 Mar 2006  Year ended 31 Mar 2005 
 In-country  Cross-

border  
Total In-country  Cross-

border  
Total  

Sales of suppliers’ tools 0 94 620 94 620 0 207 505 207 505 
Sales of goods  0  94 620 94 620 0 207 505 207 505 
Sales of air-conditioning units 9 498 6 749 780 6 759 278 9 470 2 837 051 2 846 521 
Sales of coolers 0 264 428 264 428 0 24 965 24 965 
Total sales of products and services  9 498 7 014 208 7 023 706 9 470  2 862 016 2 871 486 

The increase in sales compared to the year ended 31 March 2005 reflected the gradual 
roll-out of individual production; lines were put into service according to the plan. 
 
The reported loss on the sales of goods represents a loss arising from the sale of 
suppliers’ tools to final customers. Based on negotiations, it was decided that a portion 
of the costs of tools will be covered by customers and a portion will be borne by the 
Company, which is common practice in the automotive industry. 

4.18. Related Party Transactions  

Controlling Entity 
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DENSO CORPORATION, 1-1 Showa-Cho, Kariya-Shi, Aichi-Ken 448-8661, Japan 
(DNJP). 
 
Fellow Subsidiaries 
 
• DENSO MANUFACTURING UK LTD., Queensway Campus, Hortonwood, Telford 
Shropshire TF1 7FS, United Kingdom (DMUK). 
• DENSO EUROPE B.V., Hogeweyselaan 165, WEESP 1382 JL, Netherlands (DNEU). 
• DENSO FINANCE & ACCOUNTING CENTER CO., LTD., 1-1Showa-Cho, Kariya-Shi, 
Aichi-Ken 448-8661, Japan (DFAC). 
• DENSO THERMAL SYSTEMS S.p.A., Poirino, Torino, Italy (DNTS). 
• DENSO MARSTON LTD., Marston House, Otley Road, Shipley, West Yorkshire 
BD17 7JR, United Kingdom (DNMN). 
• DENSO MANUFACTURING MIDLANDS LTD., Shaftmoor Lane, Hall Green, 
Birmingham B28 8SW, United Kingdom (DMML). 
• TD DEUTSCHE KLIMAKOMPRESSOR GmbH, Weissiger Strasse 6, 
Strassgraebchen D 01936, Germany (TDDK). 
• DENSO OTOMOTIV PARCALARI A.S., Adi Mahallesi Cad. No.19, Sulfanbeyli, 
Istanbul 34935, Turkey (DNTR). 
• DENSO AUTOMOTIVE DEUTSCHLAND GmbH, Freisinger Strasse 21, 85386 
Eching, Germany (DNDE). 
• AIRS MANUFACTURING CZECH s.r.o., Newtonova 484, Liberec 460 02, Czech 
Republic (AMCZ). 
• ASMO INDONESIA, Industrial Town block FF3&FF5, CIBITUNG MM2100, Bekasi, 
Indonesia (AINE).  
• TIANJIN DENSO AIR-CONDITIONER CHINA, Qian Sang Yuan Yang Liu, Qing 
Tianjin, China.  
• TIANJIN FAWER DENSO AIR-CONDITIONER, No. 22 Saida Shijidadao Xiqing, 
Tianjin,300385, China.  
• DENSO SALES BELGIUM N.V., Medialaan 32, Vilvoorde 1800, Belgium (DSBE). 
• DENSO THERMAL PRODUCTS CO., LTD., NO.15 SAIDA 2nd Street, Tianjin 300385, 
China (DMTT). 
• DENSO MANUFACTURING MICHIGAN, INC., One Denso Road, Battle Creek, 
Michigan 49015-1083, USA (DMMI). 
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4.18.1. Income Generated with Related Parties 

Year Ended 31 March 2006 
(CZK ‘000) 

Entity Relation to the 
Company 

Goods Products Total  

DENSO EUROPE Fellow subsidiary 82 040 6 208 751 6 290 791 
DENSO MANUFACTURING UK Fellow subsidiary  269 524 269 524 
DENSO OTOMOTIV TURKEY Fellow subsidiary  214 559 214 559 
AIRS MANUFACTURING CZECH Fellow subsidiary  9 498 9 498 
TIANJIN DENSO AIR-CONDITIONER CHINA Fellow subsidiary  46 845 46 845 
DENSO CORPORATION Parent company  1 983 1 983 
DENSO THERMAL SYSTEMS Fellow subsidiary 12 580 74 373 86 953 
TIANJIN FAWER DENSO AIR-CONDITIONER  Fellow subsidiary  4 036 4 036 
DENSO THERMAL PRODUCTS CO.,LTD. Fellow subsidiary  15 15 
DENSO AUTOMOTIVE DEUTSCHLAND Fellow subsidiary  -2 728 -2 728 
Total  94 620 6 826 856 6 921 476 

 
Year Ended 31 March 2005 

(CZK ‘000) 
Entity Relation to the 

Company 
Goods Products Total  

DENSO EUROPE Fellow subsidiary 207 505 2 274 644 2 482 149 
DENSO MANUFACTURING UK Fellow subsidiary  233 457 233 457 
DENSO OTOMOTIV TURKEY Fellow subsidiary  176 124 176 124 
AIRS MANUFACTURING CZECH Fellow subsidiary  9 439 9 439 
TIANJIN DENSO AIR-CONDITIONER CHINA Fellow subsidiary  3 091 3 091 
DENSO CORPORATION Parent company  1 232 1 232 
DENSO MARSTON LTD Fellow subsidiary  1 152 1 152 
DENSO THERMAL SYSTEMS Fellow subsidiary  528 528 
TIANJIN FAWER DENSO AIR-CONDITIONER  Fellow subsidiary  203 203 
DENSO AUTOMOTIVE DEUTSCHLAND Fellow subsidiary  -876 -876 
Total  207 505 2 698 994 2 906 499 

 
All sales to the Company’s principal customers (VW, AUDI, BMW, SUZUKI, TOYOTA), 
which account for approximately 89 percent of the total sales, are effected through the 
selling organisation DENSO EUROPE. 
 
The negative income balance of DENSO AUTOMOTIVE DEUTSCHLAND for the year 
ended 31 March 2006 results from the fact that all sales to final customers are effected 
through DENSO EUROPE but customer claims and potential client complaint-related 
charges are handled by DENSO AUTOMOTIVE DEUTSCHLAND. This predominantly 
involves dealing with the claims from German customers (VW, BMW, AUDI). 
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4.18.2. Related Party Purchases  

Year Ended 31 March 2006 
(CZK ‘000) 

Entity Relation to the 
Company 

Products  Services  Other 
costs  

Financial 
costs  

Total  

DENSO CORPORATION Parent company 529 546 70 985 234 982 958 836 471 
DENSO MANUFACTURING UK Fellow subsidiary 417 773 292   418 065 
AIRS MANUFACTURING CZECH Fellow subsidiary 304 230    304 230 
ASMO INDONESIA Fellow subsidiary 265    265 
DENSO MARSTON LTD Fellow subsidiary 1 540    1 540 
DENSO THERMAL SYSTEMS Fellow subsidiary 27 221 11 609   38 830 
DENSO EUROPE Fellow subsidiary 1 657 43 266  52 986 97 909 
ASMO CZECH s.r.o. Fellow subsidiary 22 875    22 875 
DENSO MANUFACTURING 
MICHIGAN, INC. Fellow subsidiary 5 930    5 930 
DENSO AUTOMOTIVE 
DEUTSCHLAND Fellow subsidiary  2 208   2 208 
Total  1 311 037  128 360 234 982 53 944 1 728 323 

 
Year Ended 31 March 2005 

(CZK ‘000) 
Entity Relation to the 

Company 
Products  Services  Other 

costs  
Financial 

costs  
Total  

DENSO CORPORATION Parent company 371 098 91 220 73 178  535 496 
DENSO MANUFACTURING UK Fellow subsidiary 161 170    161 170 
AIRS MANUFACTURING CZECH Fellow subsidiary 118 863    118 863 
ASMO INDONESIA Fellow subsidiary 12 992    12 992 
DENSO MARSTON LTD Fellow subsidiary 2 366    2 366 
DENSO THERMAL SYSTEMS Fellow subsidiary 258    258 
DENSO EUROPE Fellow subsidiary  96 325  33 613 129 938 
DENSO AUTOMOTIVE 
DEUTSCHLAND Fellow subsidiary  27 353   27 353 
Total  666 747  214 898 73 178 33 613 988 436 

4.18.3. Purchases and Sales of Fixed Assets and Non -Current Financial Assets with 
Related Parties 

Sales 
 
Year Ended 31 March 2006 

(CZK ‘000) 
Tangible FA Financial assets Entity Relation to the 

Company  Carrying value  Selling value Carrying value  Selling value 
DENSO EUROPE Fellow subsidiary 48 794 59 033   
Total  48 794  59 033   

 
Year Ended 31 March 2005 

(CZK ‘000) 
Tangible FA Financial assets Entity Relation to the 

Company Carrying value  Selling value Carrying value  Selling value 
DENSO EUROPE Fellow subsidiary 239 673 190 834   
Total  239 673  190 834   

 
Sales of tangible fixed assets consist of sold moulds which were sold to BMW, AUDI, 
SUZUKI and LAMBORGHINI through DENSO EUROPE in the years ended 31 March  
2006 and 2005. 

 
Purchases  
 
Year Ended 31 March 2006 

(CZK ‘000) 
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Entity Relation to the Company  Intangib le FA Tangible FA 
DENSO AUTOMOTIVE DEUTSCHLAND Fellow subsidiary  381 
DENSO CORPORATION Parent company  161 232 
DENSO THERMAL SYSTEMS Fellow subsidiary  98 
Total   161 711 

 
Year Ended 31 March 2005 

(CZK ‘000) 
Entity Relation to the Company  Intangib le FA Tangible FA 
DENSO AUTOMOTIVE DEUTSCHLAND Fellow subsidiary  29 
DENSO CORPORATION Parent company  547 081 
DENSO EUROPE Fellow subsidiary 628 47 
DENSO THERMAL SYSTEMS Fellow subsidiary  9 893 
Total  628 557 050 

 
The most significant part were tangible fixed assets purchased from DENSO 
CORPORATION in both the years ended 31 March 2006 and 2005. In the reporting 
period, this specifically involved production equipment for evaporators, coolers and 
injection press moulds. 

4.18.4. Other Related Party Transactions 

Other transactions with related parties include technical support (application costs) and 
technical assistance. 
 
Technical support (application costs) primarily includes development of products and 
changes to product designs provided by the DENSO Group. These costs are paid to 
DENSO CORPORATION and DENSO EUROPE. 
 
Technical assistance includes assistance in implementing technologies and searching 
for suppliers. The costs of technical assistance are paid to DENSO CORPORATION. 

4.19. Consumed Purchases 

(CZK ‘000) 
 Year ended 31 Mar 2006  Year ended 31 Mar 2005  

Consumed material 5 614 366 2 742 079 

Consumed energy 81 211 53 252 

Consumption of other non-storable supplies 0 0 

Total consumed purchases 5 695 577 2 795 331 
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4.20. Services 

(CZK ‘000) 
 Year ended  

31 Mar 2006 
Year ended 

31 Mar 2005 
Repairs and maintenance 10 516 7 585 
Travel expenses 9 540 8 505 
Telephone, fax, internet 4 465 4 826 
Rental, operating leases 17 296 5 868 
Finance leases 9 431 8 462 
Transportation 43 682 98 085 
Licence fees 234 982 73 178 
Hiring of staff 71 632 59 255 
Sample testing 0 11 780 
Warehousing 20 699 14 188 
Translations, interpreting 3 723 7 028 
Cleaning services 8 592 6 869 
Training 3 559 3 122 
Technical support, technical assistance 129 508 164 915 
Legal, tax, HR and SW services 4 237 17 874 
Other services 51 111 17 117 
Total 622 973 508 657 

 
In the year ended 31 March 2006, the most significant items were licence fees that 
increased compared to the previous reporting year due to an almost triple increase in 
production. Technical support and technical assistance was reduced due to the 
stabilised production process as well as a reduced need to use DENSO 
CORPORATION’s services. 

4.21. Depreciation of Intangible and Tangible Fixed  Assets  

(CZK ‘000) 
Depreciation of intangible and tangible fixed asset s Year ended 

31 Mar 2006 
Year ended 

31 Mar 2005 
Depreciation of intangible and tangible fixed assets 480 295 466 653 
Extraordinary write-offs when fixed assets are taken out of service through 
liquidation 5 949 6 043 
Total depreciation 486 244 472 696 

4.22. Change in Reserves and Provisions Relating to  Operating Activities and 
Complex Deferred Expenses  

(CZK ‘000) 
 Year ended 

31 Mar 2006 
Year ended 

31 Mar 2005 
Change in reserves for unpaid bonuses 5 348 2 519 
Change in the reserve for outstanding vacation days 1 501 1 331 
Change in the reserve for repairs of tangible FA 600 0 
Change in the reserve for guarantees 13 710 0 
Change in complex deferred expenses 324 877 509 032 
Change in complex deferred expenses (correction of the year ended 31 March 
2004) 0 -192 575 
Change in accounting provisions -2 694 -798 
Total change in reserves and accounting provisions 343 342 319 509 
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4.23. Other Operating Income 

(CZK ‘000) 
 Year ended 

31 Mar 2006 
Year ended 

31 Mar 2005 
Inventory surpluses, compensation for deficits and damage of operating assets 32 600 29 340 
Income from sold garbage 27 398 20 047 
Sundry operating income 5 274 4 778 
Total other operating income 65 272 54 165 

4.24. Other Operating Expenses  

(CZK ‘000) 
 Year ended 

31 Mar 2006 
Year ended 

31 Mar 2005 
Prior period expenses 546 28 623 
Deficits and damage relating to operating activities 58 722 19 999 
Write-off of unusable inventory (‘deadstock’) 3 991 10 735 
Statutory liability insurance of the Company for cases of damage caused by 
workplace injuries  3 534 1 426 
Insurance of assets 4 492 3 760 
Other operating charges 884 5 216 
Total other operating expenses  72 169 69 759 

4.25. Interest Income  

(CZK ‘000) 
 Year ended 

31 Mar 2006 
Year ended 

31 Mar 2005 
Interest on current bank accounts 145 130 
Interest on deposit bank accounts 199 72 
Other interest received from other debtors 252 6 376 
Total 596 6 578 

4.26. Interest Expense 

(CZK ‘000) 
 Year ended 

31 Mar 2006 
Year ended 

31 Mar 2005 
Interest paid to financial institutions 43 138 42 397 
Interest paid to Group companies 51 087 33 613 
Other interest paid 50 97 
Total 94 275 76 107 

4.27. Other Financial Income 

(CZK ‘000) 
 Year ended 

31 Mar 2006 
Year ended 

31 Mar 2005 
Foreign currency gains 390 848 410 915 
Other 6 7 
Total  390 854 410 922 
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4.28. Other Financial Expenses  

(CZK ‘000) 
 Year ended 

31 Mar 2006 
Year ended 

31 Mar 2005 
Foreing currency losses 255 133   145 947 
Banking fees 1 661 1 232 
Other financial expenses 2 856 1 512 
Total 259 650 148 691 

4.29. Extraordinary Expenses and Income 

(CZK ‘000) 
 Year ended 

31 Mar 2006 
Year ended 

31 Mar 2005 
Correction of costs of prior periods 0 192 575 
Other  18 840 0 
Total extraordinary expenses 18 840 192.575 

 
(CZK ‘000) 

 Year ended 
31 Mar 2006 

Year ended 
31 Mar 2005 

Correction of costs which were recognised twice in the prior period 0 274 817 
Other  0 0 
Total extraordinary income  0 274 817 
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5. EMPLOYEES, MANAGEMENT AND STATUTORY BODIES 

5.1. Staff Costs and Number of Employees 

The following tables summarise the average number of the Company’s employees and 
managers for the years ended 31 March 2006 and 2005: 
 
Year Ended 31 March 2006 

(CZK ‘000) 
 Number 

of staff 
Payroll costs Social security and 

health insurance 
Other costs Total staff costs  

Staff 1692 351 976 124 254 8 792 485 022 
Managers 2 4 719 589 0 5 308 
Total 1694 356 695 124 843 8 792 490 330  

 
Year Ended 31 March 2005 

(CZK ‘000) 
 Number 

of staff 
Payroll costs Social security and 

health insurance 
Other costs Total staff costs  

Staff 988 197 331 69 029 8 810 275 170 
Managers 2 5 164 1 807 0 6 971 
Total 990 202 495 70 836 8 810 282 141  

 
The number of employees is based on the average recalculated headcount. The 
category of ‘managers’ includes the statutory executives of the Company. 

5.2. Loans, Borrowings, and Other Benefits Provided  

In the years ended 31 March 2006 and 2005, the statutory executives of the Company 
received the following loans and bonuses in addition to their basic salaries: 
 
Year Ended 31 March 2006 

(CZK ‘000) 
 Members of the governing bodies  
Cars/other movable and immovable assets to be used for private purposes  
(the figure increases the tax base of employees) 483 

 
Year Ended 31 March 2005 

(CZK ‘000) 
 Members of the governing bodies  
Cars/other movable and immovable assets to be used for private purposes  
(the figure increases the tax base of employees) 339 

 
During the years ended 31 March 2006, the Company’s statutory representatives 
received no loans or borrowings. They were provided with business cars for private 
purposes. The value of the first car is CZK 2,136 thousand, and the value of the annual 
lease payments for the second car is CZK 424 thousand. In addition, the Company’s 
statutory executive was provided with a fully-equipped house costing CZK 
11,029 thousand and the Company reimburses the statutory executive for operating 
costs of approximately CZK 120 thousand per annum. 
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6. OFF BALANCE SHEET COMMITMENTS 

As of 31 March 2006, the Company estimated a deferred tax liability of CZK 
3,622 thousand that was not reflected in the financial statements at the balance sheet 
date. 
 
Legal Disputes  
 
As of 31 March 2006, the Company was involved in no legal dispute, the outcome of 
which would significantly impact the Company.  

 
Environmental Liabilities  
 
In the year ended 31 March 2006, the following environmental audits took place: 
 
·  Air protection – Czech Environmental Inspectorate. No liability identified. 
·  Water management – Czech Environmental Inspectorate. No liability identified. 
·  Treatment of chemicals – Public Health Authority of the Liberec Region. Liability 

identified: installation of a manual shower in the water treatment plant in May 2005. 
 
The above noted audits do not give rise to any future liabilities of the Company.  
 
Currently, the Company has been preparing for a certification audit pursuant to ISO 
14 001. The interim audit and the certification audit will be carried out in May 2007. 
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7. POST BALANCE SHEET EVENTS 

As of 1 April 2006, the Company stopped using the Czech National Bank’s daily foreign 
exchange rates issued for the translation of accounting transactions denominated in 
foreign currencies and started to use fixed monthly foreign exchange rates.  
 
The increase in the share capital effected as of 27 March 2006 was recorded in the 
Register of Companies on 11 April 2006. 
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Report on related parties 
 
 
 
Company DENSO MANUFACTURING CZECH s.r.o. with its registered office at 

Heyrovského 476, Liberec, Postal Code 462 07, Company ID No. 25432338 (hereinafter 
DMCZ) elaborated this report about company relations to DENSO Group companies for 
fiscal year 2005 (1.4.2005 – 31.3.2006) according to section 66a (9), Act No. 513/1991 Coll. 

 
I Definition of related parties 
I.1 Controlling company 

·  DENSO CORPORATION  
 1-1Showa-Cho, Kariya-Shi, Aichi-Ken 448-8661, Japan 
 Company is 100% owner of DMCZ. 

 
I.2 Controlled company 

·  DENSO MANUFACTURING CZECH s.r.o.  
 Heyrovského 476, Liberec 462 07, Czech Republic 

 
I.3 Other related companies controlled by controlli ng company 

·  DENSO MANUFACTURING UK LTD.  
 Queensway Campus, Hortonwood, TelfordShropshire TF1 7FS, Great Britain 

 
·  DENSO EUROPE B.V.  

 Hogeweyselaan 165, WEESP 1382 JL, Holland 
 

·  DENSO FINANCE&ACCOUNTING CENTER CO LTD 
 1-1Showa-Cho, Kariya-Shi, Aichi-Ken 448-8661, Japan 

 
·  DENSO THERMAL SYSTEMS S.p.A. 

 Poirino, Torino, Italy 
 

·  DENSO MARSTON LTD. 
 Marston House, Otley Road, Shipley, West Yorkshire BD17 7JR, Great Britain 

 
·  DENSO MANUFACTURING MIDLANDS LTD. 

 Shaftmoor Lane, Hall Green, Birmingham B28 8SW, Great Britain 
 

·  TD DEUTSCHE KLIMAKOMPRESSOR GmbH  
 Weissiger Strasse 6, Strassgraebchen D 01936, Germany 

 
·  DENSO OTOMOTIV PARCALARI A.S. 

 Adi Mahallesi Cad. No.19, Sulfanbeyli, Istanbul 34935, Turkey 
 

·  DENSO AUTOMOTIVE DEUTCHLAND GmbH 
 Freisinger Strasse 21, 85386 Eching, Germany 

 
·  AIRS MANUFACTURING CZECH s.r.o. 

 Newtonova 484, Liberec 460 02, Czech Republic 
 

·  ASMO INDONESIA  
 Industrial Town blok FF3&FF5, CIBITUNG MM2100, Bekasi, Indonesia 
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·  TIANJIN DENSO AIR-CONDITIONER CO.LTD  

 QIAN SANG YUAN YANG LIU, 300380, TIANJIN, China 
 

·  TIANJIN FAWER DENSO A/C LTD 
 No. 22 Saida Shijidadao Xiqing, 300385, TIANJIN, China 

 
·  DENSO SALES BELGIUM N.V.  

 Medialaan 32, Vilvoorde 1800, Belguim 
 

·  DENSO THERMAL PRODUCTS CO. Ltd.  
 NO.15 SAIDA 2nd Street, 300385, TIANJIN, China 

 
·  DENSO MANUFACTURING MICHIGAN, INC.  

 One Denso Road, Battle Creek, Michigan 49015-1083, USA 
 

II Description of DMCZ relations to controlling com pany 
II.1 Contracts 

 
II.1.1 Agreement for use of NICE-NET 
 Agreement date: 29.3.2004 
 This agreement sets up conditions for rental of lines among DMCZ and other group 
companies. 
II.1.2 Long term supply agreement 
 Agreement date: 29.3.2004 
 Based on this agreement DMCZ buys material for production. 
II.1.3 Warranty agreement 
 Agreement date: 5.5.2004 
 This agreement defines a range of DENSO CORPOARTION’s responsibility for 
purchased material according to point II.1.2. 
II.1.4 Trade name, company mark and trade mark license agreement 
 Agreement date: 2.1.2003 
 This contract defines conditions for trade name and trade mark utilization. 
 The trade name and trade mark fee is included in payment for licenses.  
II.1.5 Technical assistance agreement 
 Agreement date: 1.11.2002 
 Based on this contract DMCZ uses technical assistance from DENSO 
CORPOARTION when prodicing its products and pays licence fee. 
II.1.6 Agreement for personnel dispatching and receiving 
 Agreement date: 1.11.2002 
 This contract can be applicable when dispatching japanese associates to DMCZ for 
support that is not covered by II.1.5. 
II.1.7 Agreement for price of knockdown parts 
 Agreement date: 11.7.2002 
 This agreement specifies price calculation method between DENSO CORPOARTION 
and DMCZ. 
II.1.8 Agreement concerning work assistance a Assistance agreement 
 Agreement date: 7.3.2003. 
 This contract gives DMCZ possibility to dispatch technical associates to DENSO 
CORPOARTION or DENSO MANUFACTURING UK LTD for training. 
II.1.9 General service agreement 
 Agreement date: 30.7.2004 
 This agreement specifies condition when DENSO CORPORATION provides various 
activities in defined areas according to DMCZ requirements. 
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II.1.10 Agreement on expatriates’ dispatch and Agreement on the international hiring of a 
labor force 

 Agreement date: 14.1.2005 resp. 26.1.2004. 
 These contracts define conditions of DENSO CORPORATION associates dispatch  to 
DMCZ. 

 
II.2 Other acts 
 Except of above mentioned points in II.1, DMCZ purchased fixed assets in amount of 
CZK 161,232k from DENSO CORPORATION in considered period. Mainly production 
equipment for evaporator line, rediator line and molds were concerned. 

 
II.3 Detriment 
 All relations were made in arm’s length prices and DMCZ did not suffer from any 
detriment in 2005. 
 
Transaction amount with controlling party in 2005 (‘000 CZK).: 
 
Sales 
 

Subjekt Goods  Products  Total  
DENSO CORPORATION 0 1 983 1 983 
Total 0 1 983 1 983 

 
Purchases 
 

Subjekt Tangible FA  Products  Services  Other 
expenses  

Fin. 
expenses  

Total  

DENSO CORPORATION 161 232 529 546 70 985 234 982 958 997 703 
Total 161 232 529 546 70 985 234 982 958 997 703 

 
III Description of DMCZ relations to other related parties controlled by 

controlling company 
 
III.1 Agreements with DENSO MANUFACTURING UK LTD. ( DMUK) 
III.1.1 Agreement concerning work assistance a Assistance agreement 
 Agreement date: 7.3.2003. 
 This contract gives DMCZ possibility to dispatch technical associates to DENSO 
CORPOARTION or DENSO MANUFACTURING UK LTD for training. 
 
III.2 Agreements with DENSO EUROPE B.V. (DNEU) 
III.2.1 Entrustment agreement 
 Agreement date: 11.11.2002. 
 This contract defines conditions of support in purchasing, quality, appliction 
engineering, etc. 
III.2.2 Cash pooling agreement 
 Agreement date: 30.1.2004. 
 Based on this contract DMCZ has an access to short term financial sources. 
III.2.3 Loan agreement 
 Agreement date: 20.4.2004. 
 According to this agreement DMCZ used long term loan from DNEU amounting EUR 
44m. This loan was fully paid off on March 28th, 2006. 
III.2.4 Swap agreement 
 Agreement date: 3.1.2005. 
 This agreement is derived from contract No. DPA406937 between DENSO EUROPE 
B.V. a SMBC Derivative Products Ltd, New York. Such a contract hedges interest risk of 
DMCZ coming from long term loan of EUR 66m from JBIC bank.  
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III.3 Agreements with DENSO FINANCE & ACCOUNTING CE NTER CO. LTD.  (DFAC) 
III.3.1 Agreement for personnel dispatching  
 Agreement date: 1.12.2002. 
 This contract can be applicable when dispatching japanese associates to DMCZ. 
 
III.4 Agreements with DENSO THERMAL SYSTEMS S.p.A. (DNTS) 
III.4.1 Entrustment agreement 
 Agreement date: 1.3.2002. 
 This contract defines conditions of support in purchasing, quality, appliction 
engineering, etc. 
III.4.2 Agreement for services 
 Agreement date: 1.4.2005. 
 Based on this agreement DNTS provides DMCZ with consultation services in 
management, HR, finance and purchasing. 
 
III.5 Other acts 
 Netting system among DMCZ and other group companies. It is a system of Accounts 
Receivable and Accounts Payable netting among group companies.  
 
Transaction amount with other related parties in 2005 (‘000 CZK).: 
 
Sales 
 

Subjekt Tangible FA  Goods  Products  Total  
DENSO EUROPE 59 033 82 040 6 208 751 6 349 824 
DENSO MANUFACTURING UK   269 524 269 524 
DENSO OTOMOTIV TURKEY   214 559 214 559 
AIRS MANUFACTURING CZECH   9 498 9 498 
TIANJIN DENSO AIR-CONDITIONER CHINA   46 845 46 845 
DENSO THERMAL SYSTEMS  12 580 74 373 86 953 
TIANJIN FAWER DENSO AIR-CONDITIONER    4 036 4 036 
DENSO THERMAL PRODUCTS CO.,LTD.   15 15 
DENSO AUTOMOTIVE DEUTSCHLAND   -2 728 -2 728 
Total 59 033 94 620 6 824 873 6 978 526 

 
Purchases 
 

Subjekt Tangible 
FA 

Products  Services  Other 
expenses  

Fin. 
expenses  

Total  

DENSO MANUFACTURING UK  417 773 292   418 065 
AIRS MANUFACTURING CZECH  304 230    304 230 
ASMO INDONESIA  265    265 
DENSO MARSTON LTD  1 540    1 540 
DENSO THERMAL SYSTEMS 98 27 221 11 609   38 928 
DENSO EUROPE  1 657 43 266  52 986 97 909 
ASMO CZECH s.r.o.  22 875    22 875 
DENSO MANUFACTURING MICHIGAN, INC.  5 930    5 930 
DENSO AUTOMOTIVE DEUTSCHLAND 381  2 208   2 589 
Total 479 781 491 57 375  52 986 892 331 

 
III.6 Detriment 
 All relations were made in arm’s length prices and DMCZ did not suffer from any 
detriment in 2005. 

 


