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INCOME STATEMENT

Year ended 31 December

2008 2007
Note Restate
CZK’'m CZK'm
Interest and similar income 6 168 1 38(
Interest expense and similar charges 6 (1554 (1347
Net interest income 6 133 33
Fee and commission income 7 35 37
Fee and commission expense 7 (10) (10)
Net fee and commission income 7 25 27
Realized gains from financial assets and liabgitiet carriec
at fair value through profit and Ic 8 287 242
Net trading income/(expense) 9 (4) 93
Foreign exchange differences 10 57 (40)
Operating earnings 340 295
Administrative expens (202 a7,
Other operating expenses (8) (2)
Amortisation (20) (21)
Additions to provision (12) (5)
Operating costs 11 (242 (205
Impairment losses on loans 13 (19) -
Profit before income tax 237 150
Income tax expense 12 (42) (70)
Profit for the year 195 80

The notes on pages 7 to 75 are an integral panesk financial statements.
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BALANCE SHEET

ASSETS
Cash and balances with central t
Financial instruments held for trad
Financial instruments available-for-s
Loans and receivabl
Financial instruments held-to-matui
Hedging derivatives with positive fair va
Equipmen
Intangible asse
Other asse
Current income tax ass
Deferred income tax ass

Total assets

LIABILITIES
Financial liabilities held for tradir
Financial liabilities held at amortized c
Hedging derivatives with negative fair value
Other liabilities
Provision:
Current income tax liabilitie
Deferred income tax liabilitie

Total liabilities

EQUITY
Share capiti
Revaluation resen
Statutory resen
Other special fur
Retained earnin

Total equity

Total liabilities and equity

2008 2007
Note Restate
CZK'm CZK'm
14 44z 7
16 147¢ 1 50¢
17 128t 811
15 37 10¢ 28 957
17 172z 2 61(
16 61 181
19 14 20
18 7 10
20 14C 18C
1 -
24 23€ -
42 493 34 284
16 21 -
21 39 24¢ 31 41¢
16 1111 76
22 20 28
23 17 5
- 37
24 - 23
40 41¢ 31 58¢
25 2 00( 1 85(
26 (863 10C
37C 37C
44¢ 33¢
122 37
2 07¢ 2 69¢
42 493 34 284

The notes on pages 7 to 75 are an integral panesk financial statements.
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CESKA EXPORTNI BANKA, A.S.
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STATEMENT OF CHANGES IN EQUITY

At 1 January 2007

Change in Available for sale, net of
Change in cash flow hedges, net of tax
Net profit for the year

Total recognised income/(loss)
Increase of share cap
At 31 December 2007 (restate:

Change in Available for sale, net of tax
Change in cash flow hedges, net of
Net profit for the year

Total recognised income/(loss)

Increase of share capital
Transfer to export risk resel

At 31 December 200

Reva-
Share Retainet Statuton  Export risk luation
Note capital earnings reserve reserve reserve Total
CZK'm CZK'm CZK'm CZK'm CZK’'m CZK'm
1850 56 370 240 15 2531
26 - - - - (5) (5)
26 - - 90 09
- 80 - - - 80
- 80 - - 85 165
- (99) - 99 - -
1 85( 37 37C 33¢ 10C 2 69¢€
26 - - - - 5 5
26 - - - - (968 (968;
- 195 - - - 195
- 195 - - (963) (768)
29 150 - - - - 150
- (110 - 11C - -
2 00( 122 37C 44¢ (863 2 07¢

The notes on pages 7 to 75 are an integral panesk financial statements.
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CASH FLOW STATEMENT

Cash flows from operating activitie:
Interest receive
Interest pai
Net fee and commission recei
Net trading and other incot
Recoveries on loans previously written
Cash payments to employees and supj
Income tax pai
Other taxes pa
Net cash used in operating activities before changén
operating assets and liabilitie

Changes in operating assets and liabiliti¢
Net decrease in loans to ba
Net increase in loans to custon
Net increase in other liabiliti
Net increase in due to bat
Net increase in due to custorr

Net cash used in operating activitie

Cash flows from investing activitie:
Purchase of fixed ass
Purchase of securiti
Proceeds from matured securi

Net cash used in investing activitie

Cash flows from financing activities
Receipts from issue of bor
Redemption of issued bor
Repayments from not registered capital contribi
Receipts from issue of ordinary shares
Repayments of state subs
Receipts of state subs

Net cash from financing activitie:

Effect of exchange rate changes on cash and cash
equivalents

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

The notes on pages 7 to 75 are an integral panesk financial statements.

Note 2008 2007
CZK'm CZK'm
1 54¢ 1 20¢
(1544 (1223
41 58
31 (24)
13C 247
(212 (180}
(97) (69)
(18) (19)
(123) (6)
1.92: 1 18¢
(8 227 (9 958
30¢ 39€
2 05¢ 172t
55¢ 10€
(3502 (6 550
(20) (22)
(1 669 (2 617
1 401 742
(288 (1896
6 73¢ 8 87¢
(2 832 -
29 - (150!
29 150
8 1) -
8 251 244
4 30( 8 97¢
(26) (7)
484 517
28 3 82t 3 30¢
28 4 30¢ 3 82¢
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CESKA EXPORTNI BANKA, A.S.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2008

GENERAL INFORMATION

Ceska exportni banka, a.s. (‘the Bank”) was estadtison 1 March 1995 and its
registered address is Praha 1, \¢kdva 34/701. The Bank does not have any branches
either in the Czech Republic or abroad. On 7 Déeer2008, the Bank received a licence
from The Central Bank of the Russian Federatiomgen the Bank’s representation in
Moscow. This licence is valid until 6 February 2011

The Bank is authorised to perform banking serviedsich comprise foremost accepting
deposits from the public in Czech and foreign aueies, granting credits and guarantees
in Czech and foreign currencies, issuing lettersreflit, clearing and payment operations,
dealing on its own account in foreign exchange saations, with securities issued by
foreign governments and with foreign bonds. ThelBgaoverns its activities including but
not limited by law No. 58/1995 Coll., on officiallgupported insurance and financing
exports ("Law No. 58/1995 Coll.")., law No. 21/19%2oll., on banks and law No.
513/1991 Coll., Commercial Code; at the same tithe, Bank is subject to CNB
regulatory requirements.

The main objective of the Bank is to provide o#iity supported financing of Czech
exports in accordance with international rules -ntyathrough the provision of credit
facilities and guarantees, while retaining balanfiedncial management on a long-term
basis.

Pursuant to Law No. 58/1995 Coll., the provisionsapported financing by the Bank is
subject to collateral, unless export credit riskngured by Exportni gar&ni a poji¥ovaci
spole&nosti, a.s. (‘EGAP”).

According to Act. No. 58/1995 Coll., the Czech stguarantees the obligations of the
Bank specified in this Act. The condition for prdivig support financing is that at least
two thirds of the Bank’s share capital is ownedtly Czech state. The remaining part is
owned by EGAP.

The Czech state exercises its shareholder rightsigh respective ministries. The Board
of Directors of the Bank is composed of 5 membergdividuals from the Bank
management. The activities of the Board of Direst@nd business operations are
supervised by the Supervisory Board. Two thirdshef Supervisory Board members are
elected on the general meeting of shareholdersttendemaining one third is elected by
the Bank’s employees.

Standard & Poor’s issued an “A” credit rating t@ tBBank and Moody’s Investor Service

issued an “Aal” credit rating. The Bank’s issueddm are listed on the Luxembourg
Stock Exchange and on the Prague Stock Exchange.

™
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CESKA EXPORTNI BANKA, A.S.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2008

ACCOUNTING POLICIES

The principal accounting policies applied in theparation of these financial statements
are set out below. These policies have been cendigtapplied to all the years presented,
unless stated otherwise.

Basis of presentation

The Bank’s financial statements have been prepasestand-alone financial statements in
accordance with International Financial Reportingn8ards as adopted by the European
Union (“EU IFRS”). The financial statements haveh@repared under the historical cost
convention, as modified by the revaluation of aMalg-for-sale securities and all
derivative contracts at fair value.

The preparation of financial statements in confoyrmith EU IFRS requires the use of
certain critical accounting estimates. It also rexpl that management exercise its
judgement in the process of applying the Bank’©anting policies. The areas involving a
higher degree of judgement or complexity, or anghsre assumptions and estimates are
significant to the financial statements, are disetbin Note 4.

The application of the standards, amendments atsipnetations listed below that are
effective for the accounting period ending 31 Deloen008 did not result in substantial
changes to the Bank’s accounting policies. The Baséd the possibility to reclassify
financial instruments in accordance with the IASaB®endment and discloses details about
this reclassification in Note 3a).

IFRIC 11—Group and Treasury Share Transactionged¢g¥e for annual periods beginning
on or after 1 March 2007); Reclassification of Ficial Assets—Amendments to IAS 39,
Financial Instruments: Recognition and Measuremamd, IFRS 7, Financial Instruments:
Disclosures and a subsequent amendment, Reclasisificof Financial Assets: Effective
Date and Transition. The amendments allow entitieoptions to (a) reclassify a financial
asset out of the held-for-trading category if, amer circumstances, the asset is no longer
held for the purpose of selling or repurchasinigp ithe near term; and to (b) reclassify an
available-for-sale asset or an asset held forrigath the loans and receivables category, if
the entity has the intention and ability to hole financial asset for the foreseeable future
or until maturity (subject to the asset otherwiseetmg the definition of loans and
receivables). The amendments are applicable witbsgective effect from 1 July 2008 for
any reclassifications made before 1 November 2@08. reclassification of a financial
asset made in periods beginning on or after 1 Niteer2008 takes effect only from the
date when the reclassification is made. IFRIC A& 19—The Limit on a Defined Benefit
Asset, Minimum Funding Requirements and their batgon (effective for annual periods
beginning on or after 1 January 2008).

®
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CESKA EXPORTNI BANKA, A.S.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2008

ACCOUNTING POLICIES (continued)
Basis of presentation (continued)

The Bank decided not to early adopt the followitgndards and interpretations, which
were already approved by the European Union, but hat been effective for the
accounting periods beginning on 1 January 2007:

IFRS 8, Operating Segments (effective for annuabge beginning on or after 1 January
2009) replacing IAS 14. Reporting according SegmelfRS 8 requires an entity’s

management to report financial and descriptivermfdion about its operating segments
and specifies how an entity should report suchrinédion. In relation to this standard, the
Bank will evaluate the impact on the financial staénts released for year 2009 in
disclosure of geographical and sector concentration

Amendment to IFRS 2, Share-based Payment (effefdiv@nnual periods beginning on or
after 1 January 2009). The amendment clarified thvdy service conditions and
performance conditions are vesting conditionss Ihot expected that the amendment will
have a material impact on the Bank’s consolidaiteahttial statements, because it does not
prepare consolidated financial statements.

IFRIC 13, Customer Loyalty Programmes (effective &onual periods beginning on or

after 1 July 2008). IFRIC 13 clarifies that wheeods or services are sold together with a
customer loyalty incentive, the arrangement is dtiple-element arrangement and the
consideration receivable from the customer is aled between the components of the
arrangement using fair values. The arrangementbailhpplied if the Bank creates loyalty

programmes.

IAS 1 (revised in 2007), Presentation of Finan@tdtements (revised September 2008;
effective for annual periods beginning on or aftedanuary 2009). This standard newly
defines obligatory financial statements for disales The Group expects the revised IAS 1
to have a slight impact on its financial statements

Puttable Financial Instruments and ObligationsiAgon Liquidation—IAS 32 and IAS 1
Amendment (effective from 1 January 2009). The adment requires classification as
equity of some financial instruments that meetdké&nition of a financial liability. The
Group does not expect the amendment to affectdtsalidated financial statements,
because it does not prepare consolidated finastzEtments.

Cost of an Investment in a Subsidiary, Jointly Colfed Entity or Associate—IFRS 1 and
IAS 27 Amendment (effective for annual periods begig on or after 1 January 2009).
The possibility to assess the investment into aigidry company either in the fair value
or according to previous regulations will not haae impact on the Bank’s financial
statements, because it does not prepare consadliflatacial statements.

©
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CESKA EXPORTNI BANKA, A.S.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2008

ACCOUNTING POLICIES (continued)
Basis of presentation (continued)

IAS 23, Borrowing Costs (revised in 2007; effectfee annual periods beginning on or
after 1 January 2009). The revised standard appliespectively to borrowing costs
relating to qualifying assets for which the commement date for capitalisation is on or
after 1 January 2009. The change does not havergact on the methods applied by the
Bank.

International accounting standards IAS 1, IAS 85120, IAS 16, IAS 19, IAS 20, IAS 23,
IAS 27, IAS 28, IAS 29, IAS 31, IAS 34, IAS 36, IAB, IAS 39, IAS 40 and IAS 41 —
the changes are mainly improvements of the previgessions (effective from
1 January 2009).

None of above-mentioned changes will require chammjeaccounting policy or valuation
methods in 2009. There will be an immaterial impactdisclosed structure and the form
of the statements.

The Bank has also not applied any revised standardsew interpretation that have not
been approved by the European Union yet:

IFRIC 12 — Service Concession Arrangements

IFRIC 15 — Agreements for the Construction of Restite

IFRIC 16 — Hedges of a Net Investment in a Foré€)peration

IAS 27 — Revised — Consolidated and Separate Hald®t@atements

IFRS 1 — First-time Adoption of International Figad Reporting Standards (Amendment
effective from 1 January 2009)

IAS 39 — Financial Instruments: Recognition and Megament - identification of hedged
item;

IFRS 3 - Business Combinations (Effective for basgicombination with the acquisition
date later than the first day of the accountinggoebeginning 1 July 2009);

IFRIC 17 Distributions of Non-cash Assets to Owners

IFRIC 18 - Transfers of Assets from Customers

Currently, the Bank’s management is assessing mmgadt of application of these
interpretations and standards on the Bank’s firsrstatements.

Balances for comparable periods are recognisduesetfinancial statements in accordance

with the amended 2007 annual report released au352008 (Note 30 of these financial
statements).

(10)



CESKA EXPORTNI BANKA, A.S.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2008

2 ACCOUNTING POLICIES (continued)
(b)  Segment reporting

A segment is a group of assets and operations edgagproviding products or services
that are subject to risks and returns that areewdifft from those of other business
segments. A geographical segment is engaged indimmgvproducts or services within

a particular economic environment that are suligecisks and returns different from those
of segments operating in other economic environment

A business segment is engaged in providing producservices within a particular sector
of economic activities that are subject to riskd egturns different from those of segments
operating in other sectors of economic activities.

(© Foreign currency translation

Functional and presentation currency

The financial statements are presented in Czeclvnso which is also the Bank’s
functional currency (i.e. the currency of the pmgn@conomic environment where the
Bank operates).

Transactions and balances

Foreign currency transactions are converted inte finctional currency using the
exchange rates prevailing as at the dates of #msdctions. Foreign exchange gains and
losses resulting from the settlement of such tretieas and from the translation at year-
end exchange rates of monetary assets and liabitienominated in foreign currencies are
recognised in the income statement under Net tgadicome.

The foreign exchange rates for Czech crowns agé#mesinain foreign currencies are as

follows:

uSsD EUR
31 December 2008 19,346 26,930
31 December 2007 18,078 26,620

(d)  Derivative financial instruments

In the normal course of business the Bank is aypartontracts for derivative financial
instruments, including cross-currency interest sataps, interest rate swaps, forward rate
agreements (“FRA”), currency swaps and currencyéods. The Bank minimises the
impact of interest rate and currency risk by clgdime opened positions using hedging
instruments in order not to exceed the acceptablkd bf market risk.

(11)
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CESKA EXPORTNI BANKA, A.S.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2008

ACCOUNTING POLICIES (continued)
Derivative financial instruments (continued)

The Bank uses derivative financial instruments Igoks hedging instruments (both
economic and accounting hedging) to hedge opensidigpts against the interest rate and
currency risk and does not conclude the derivatiteesgain profit from short-term

movements in interest rates and foreign exchandes.raThe derivative financial

instruments are concluded with counterparties froBCD countries with investment
ratings granted by reputable rating agencies dtiloiee domestic counterparties, the rating
of which is regularly assessed.

Derivatives are initially recognised at fair valoe the date on which a derivative contract
is entered into and are subsequently remeasutéeiafair value. Fair values are obtained
from discounted cash flow models. All derivativee aarried as assets when fair value is
positive and as liabilities when fair value is rniaga

The best evidence of the fair value of a derivaaivenitial recognition is the transaction
price (i.e. the fair value of the considerationagivor received) or based on a valuation
technique whose variables include only data froseolable markets.

Hedging derivatives accounted under a hedge adogunégime are those derivatives
which are in compliance with interest rate risk andrency risk strategy, the hedging
terms are documented in the initial phase of heggeiationship and the hedging is
effective.

Results from derivatives which are not accountedeunhe hedge accounting regime (i.e.
only economic hedges) are recognised in the incstatement under Net trading income.

Fair value hedge

The Bank started to designate certain derivatigeeglges of the fair value of recognised
assets or liabilities in 2005 (see Note 16). Chanigehe fair value of derivatives that have
been designated and qualify as fair value hedgesemorded in the income statement,
together with any changes in the fair value of bieelged assets or liabilities that are
attributable to the hedged risk (see Note 6).

If the hedge no longer meets the criteria for hedgeounting, the adjustment to the

carrying amount of the hedged interest-bearingnftied assets or financial liabilities is
amortised to profit or loss over the period to miggu

(12)
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CESKA EXPORTNI BANKA, A.S.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2008

ACCOUNTING POLICIES (continued)
Derivative financial instruments (continued)

Cash flow hedge

For the first time in 2006, the Bank classifiedealing transaction as a cash flow hedge
(see Note 16). The effective portion of changeshim fair value of derivatives that are
designated and qualify as cash flow hedges aregnésed in equity. The gain or loss
relating to the ineffective portion is recognisathmediately in the income statement under
row Net trading income.

Amounts accumulated in equity are recycled in tiedwime statement in the periods when
the hedged item affects profit or loss.

When a hedging instrument expires or is sold, cgwé hedge no longer meets the criteria
for hedge accounting, any cumulative gain or logstieg in equity at that time remains in
equity and is recognised when the forecast trammgads ultimately recognised in the
income statement. When a forecast transaction idonger expected to occur, the
cumulative gain or loss that was reported in eqistymmediately transferred to the
income statement.

Provided that the terms and conditions of the heglgistrument and the hedged item are
the same, the effectiveness during the courseeohéuging relationship is prospectively
tested as at a balance sheet date by comparingjtgtab critical terms of the hedging
instrument and the hedged item. Should the criteahs of the hedging instrument or the
hedged item change, the hedging relationship efEwess is newly prospectively tested.
The retrospective effectiveness is tested on ampbisis comparing cumulative change
in the fair value of hedging instrument with cuniiva change in fair value of a hedged
item.

(13)
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CESKA EXPORTNI BANKA, A.S.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2008

ACCOUNTING POLICIES (continued)
Interest income and expense

Interest income and expense for all interest-bgdiimancial instruments, except for those
designated at fair value through profit or losg® secognised within Interest income and
Interest expense in the income statement usingftbetive interest rate method.

The effective interest rate method is a method a€utating the amortised cost of a
financial asset or a financial liability and of adhting the interest income or interest
expense over the relevant period. The effectiverast rate is the rate that exactly
discounts estimated future cash payments or recéipbugh the expected life of the
financial instrument or, when appropriate, a shioperiod to the net carrying amount of
the financial asset or financial liability. Whenladating the effective interest rate, the
Bank estimates cash flows considering all the emtwial terms of the financial instrument
but does not consider future credit losses. Theuation includes all fees and payments
paid or received between parties to the contraat dine an integral part of the effective
interest rate, transaction costs and all other pnes or discounts.

Once a financial asset has been written down aswatrof an impairment loss, interest
income is recognised using the rate of interesd tseliscount the future cash flows for the
purpose of measuring the impairment loss.

Fee and commission income

Fees and commissions, which are not part of thece¥ke interest rate, are generally
recognised on an accrual basis when the servicbdasprovided. Loan commitment fees
for loans that are not likely to be drawn down aseognised as revenue on a time

proportion basis.

Advisory and service fees are recognised basedhenappropriate service contracts,
usually on a time proportionate basis.

Financial assets
The Bank classifies its financial assets in théofwing categories: Financial assets at fair

value through profit or loss, Loans and receivablégailable-for-sale securities and
Held-to-maturity securities. Financial assets dmssified at initial recognition.

(14)
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CESKA EXPORTNI BANKA, A.S.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2008

ACCOUNTING POLICIES (continued)
Financial assets (continued)

Financial assets at fair value through profit @slo

This category has two sub-categories: assets belttading, and those designated at fair
value through profit or loss at inception. The fingl asset is classified as an asset held
for trading, provided that:

. the asset was acquired for the purposes of saeinear future;

. the asset is part of a portfolio of financial instrents managed collectively with
evidence of recent trading; or

. the asset is a derivative (except a derivativetfanmg as a hedge instrument).

At inception, a financial asset is designated assset at fair value through profit or loss
provided that:

. It eliminates or materially limits incompatibilityy valuating or booking that would
otherwise occur based on asset valuation or capgtymiofits or losses generated by
such assets on a different basis; or

. The group of financial assets or combination thiereso managed and their
effectiveness is valued on the basis of fair valnesccordance with the documented
risk management or investment strategies, and rrdbon about this group is
presented to the top management of the Bank orbésis.

Management has not designated any instrument asaadial asset at fair value through
profit or loss in the year 2008 and 2007.

Any changes in fair value are shown in the Netitrgehcome.

Available-for-sale securities

Available-for-sale securities are those intendebtddeld for an indefinite period of time,
which may be sold in response to needs for liquidit changes in interest rates
or exchange rates.

(15)
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CESKA EXPORTNI BANKA, A.S.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2008

ACCOUNTING POLICIES (continued)
Financial assets (continued)

Loans and receivables

Loans and receivables are non-derivative finanasdets with fixed or determinable
payments that are not quoted in an active markie¢rahan:

. those that the Bank intends to sell immediatelynathe near term, which shall be
classified as held for trading, and those that Bask upon initial recognition
designates as at fair value through profit or loss;

. those that the Bank upon initial recognition deaigs as available-for-sale;

. those for which the Bank may not recover substhytal of its initial investment,
other than because of credit deterioration, whitdll e classified as available for
sale

The Bank discloses balances of Loans to bankstsli€ash and balances with central
bank and Other financial assets in separate notes.

Held-to-maturity securities

Held-to-maturity investments are non-derivativeahnoial assets with fixed or determinable
payments and fixed maturities that the Bank’s manant has the positive intention and
ability to hold to maturity. If the Bank sold othéran an insignificant amount of the held-
to-maturity assets, the entire category would bassified as available-for-sale.

Regular-way purchases and sales of financial assetsecognised on the settlement date.
Financial assets are initially recognised at failue plus transaction costs for all financial
assets not carried at fair value through profiiass. Financial assets are derecognised
when the rights to receive cash flows from therimal assets have expired or when the
Bank has transferred substantially all risks arvdares of ownership. Financial liabilities
are derecognised when they are extinguished —ghathen the obligation is discharged,
cancelled or expires.

Available-for-sale securities and financial assstdair value through profit or loss are
subsequently carried at fair value. Held-to-mayusiécurities and Loans and receivables
are carried at amortised cost using the effectiterést rate method. Gains and losses
arising from changes in the fair value of the finahassets are recognised at fair value
through profit or loss in the period in which thayise. Gains and losses arising from
changes in the fair value of available-for-saleusities are recognised directly in equity,
until the financial asset is derecognised or imgzhiat which time the cumulative gain or
loss previously recognised in equity should be gas®d in the income statement.

(16)



(9)

(h)

(i)

CESKA EXPORTNI BANKA, A.S.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2008

ACCOUNTING POLICIES (continued)
Financial assets (continued)

However, interest calculated using the effectiveriest rate method and foreign exchange
differences on debt securities are recognised ttirecthe income statement.

The fair values of quoted investments in active ket are based on current bid quoted
prices. If there is no active market for a finah@aset, the Bank establishes fair value
using valuation techniques. In order to determime teal value of financial assets or
liabilities, the Bank uses quoted market bid arldrates as input variables.

Acquisition of a financial asset or liability is ®ked by the Bank at the fair value equal to
the transaction price, i.e. fair value of the pdmd or received counter consideration. At
acquisition of the financial asset or liabilityetle is no difference for the Bank between
the booked fair value of financial asset or lidgpiand the valuation amount as at the given
date based on the valuation technique. As at tteeafdinalising the financial statements,
the Bank’s management assessed the methods usedento assure that they reflect
current market conditions, including relative lidiy of the market and credit spread.

Offsetting financial instruments

Financial assets and liabilities are offset andnteamount is reported in the balance sheet
when there is a legally enforceable right to offtbet recognised amounts and there is an
intention to settle on a net basis, or realiseads®et and settle the liability simultaneously.

Sale and repurchase agreements

The financial assets sold on the basis of a buk-lmmtract (“repo”) are disclosed
separately in the balance sheet, as pledged a33wssettlement received for sale is
considered a received loan.

Financial assets purchased under agreements tib (‘eseerse repos”) are recorded as
loans and advances to other banks or customepaspaiate.

The difference between the sale and repurchase igriceated as interest and accrued over
the life of repo agreements using the effectiverest rate method.

Securities borrowed are not recognised in the Girsrstatements, unless these are sold
to third parties, in which case the purchase are age recorded with the gain or loss
included in trading income. The obligation to retiuhem is recorded at fair value as
a trading liability.
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NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2008

ACCOUNTING POLICIES (continued)
Impairment of financial assets

Assets carried at amortised cost

On a quarterly basis, the Bank assesses whethrerithebjective evidence that a financial
asset or group of financial assets is impaired.inarfcial asset or a group of financial
assets is impaired and impairment losses are dufr and only if, there is objective
evidence of impairment as a result of one or meents that occurred after the initial
recognition of the asset (a “loss event”) and tbe$ event has an impact on the estimated
future cash flows of the financial asset or grotipr@ancial assets.

Objective evidence that a financial asset or grafugssets is impaired includes observable
data that comes to the attention of the Bank attutollowing loss events:

(i) significant financial difficulties of the issuer obligor;

(i) a breach of contract, such as a default orindekency in interest or principal
payments;

(i) the Bank’s granting a concession to the bameg for economic or legal reasons
relating to the borrower’s financial difficulty, a@h the lender would not otherwise
consider;

(iv) it is becoming probable that the borrower welhter bankruptcy or other financial
reorganisation; or

(v) the disappearance of an active market for fimasincial asset because of financial
difficulties.

The Bank first assesses whether objective evidefdenpairment exists for individual
financial assets. If the Bank determines that rjeatlve evidence of impairment exists for
an individually assessed financial asset, it inelithe asset in a group of financial assets
with similar credit risk characteristics, in cadeid possible to create such a group,
and collectively assesses them for impairment.hdré is objective evidence that an
impairment loss on loans and receivables or heladturity securities has been incurred,
the amount of the loss is measured as the differbetween the asset’s carrying amount
and the present value of estimated future cashsfl@xcluding future credit losses that
have not been incurred) discounted at the finardsét's original effective interest rate.

The carrying amount of the asset is reduced thrahghuse of an allowance account and
the amount of the loss is recognised in the incetagement. If a financial asset has a
variable interest rate, the discount rate for meaguany impairment loss is thaurrent
effective interest rate determined under the cahtra

(18)



(),

CESKA EXPORTNI BANKA, A.S.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2008

ACCOUNTING POLICIES (continued)
Impairment of financial assets (continued)

The calculation of the present value of the esehdtiture cash flows of a collateralised
financial asset reflects the cash flows that masultefrom foreclosure less costs for
obtaining and selling the collateral, whether aorflooeclosure is probable.

For the purposes of a collective evaluation of immpant, financial assets are grouped on
the basis of the Bank’s grading process that censidsset type, industry, geographical
location, debtor characteristics, past-due statnd ather relevant factors. Those

parameters are relevant to the estimation of futasd flows for groups of such assets by
being indicative of the debtors’ ability to pay athounts due according to the contractual
terms of the assets.

When the impairment loss decreases in the followpegod and this decrease can be
related to the event, which arose after the impanmhad been recognised, then the
previously recognised impairment loss is reversesingu the impairment account
allowance. Reversal of the impairment loss is racegl in the income statement.

Bad debts are written off according to when antheffollowing occurs:

1. the debtor ceased to exist without a legal succgsl®betion of legal entity from the
commercial register, termination of inheritance geedings after the death of
individuals without heirs and the receivable frame inheritance being unsettled) and
no collateral realisable from third parties exist;

the court renders a decision on the non-existehaeaeivable;

according to the law, the receivable otherwise egas exist;

the insolvency or bankruptcy proceedings towards tlebtor were legitimately
terminated or the proposal to open insolvency onkhgtcy proceedings were
legitimately rejected due to the lack of debtossets and there is no collateral to the
receivable from third parties or by way of otheghtis and assets, which could be
converted into cash.

PN

Furthermore, the Bank, in accordance with the dmtisf a responsible body, does not
enforce the impaired receivables and writes theha®funcollectable, if it is obvious that

further enforcement of the risky receivables wdugdunsuccessful or if the payment is not
enforceable by legal means (e.g. if it was provesoading to the execution results that the
debtor has no other assets, rights or other asdetsmlue for the settlement of the

receivable, if the debtor successfully filed arldor the lapsing of the receivable, etc.).
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NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2008

ACCOUNTING POLICIES (continued)
Impairment of financial assets (continued)

In these cases, the Bank writes off the receivabhanst the relevant allowance accounts,
which represents an impairment loss and to the forewritten-off (or transferred)
receivables in the income statement. Allowance @titsoare aimed at covering the losses
from written-off receivables or for covering thefdrence between the carrying value of
the receivable and its price negotiated at thesfeanto the cessionary. The loans are
written off after execution of all necessary praoes$ and after setting the amount of
impairment loss. Recovery of written-off amounter@ases the impairment losses in the
income statement.

If a receivable is not extinct (i.e. the receivasiid legally exists but is not enforceable or
the enforcement would be inefficient), the receleab being evidenced in the off-balance
sheet. The Bank does not recognise extinct or matemt receivables in the off-balance
sheet.

Assets classified as available-for-sale

As at each balance sheet date, the Bank assessttewthere is objective evidence that a
financial asset or a group of financial assetsripaired. If any such evidence exists for
available-for-sale financial assets, the cumulatives — measured as the difference
between the acquisition cost and the current falue;, less any impairment loss on that
financial asset previously recognised in profitloss — is removed from equity and

recognised in the income statement.

If, in a subsequent period, the fair value of atdestrument classified as available-for-sale
increases and the increase can be objectivelyetkltd an event occurring after the
impairment loss was recognised in profit or lobg impairment loss is reversed through
the income statement.

Renegotiated loans

Renegotiated loans are financial assets, which advbal overdue or would have a lower
value, if the conditions of the loan were not resteged. Enforced renegotiation of the
receivable occurs if the debtor is granted spemalditions, because the Bank estimates
that the loss would probably happen if these camust were not granted. The Bank
provides these conditions for economic or legasoea related to the financial situation of
the debtor, which it otherwise would not. This mardarly concerns revision of the
payment plan, decreasing the interest rate, reomssf the penalty interests, deferring
payments of the principal or appurtenances. Indhse of enforced renegotiation, the
receivable to the debtor is classified into theegaty of loans for which the debtor has
defaulted and is then still monitored as risky spacial regime.
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YEAR ENDED 31 DECEMBER 2008

ACCOUNTING POLICIES (continued)
Intangible assets

Acquired software licences are capitalised on #@sbof the costs incurred to acquire and
bring to use the specific software.

Amortisation on software is calculated using thmight-line method over its estimated
useful life being 3 — 5 years.

The assets’ residual values and useful lives arewed, and adjusted if appropriate, as
at each balance sheet date.

Equipment

All tangible assets are statedl historical cost less depreciation. Historicastcmcludes
expenditures that are directly attributatdeghe acquisition of the items.

Depreciation of tangible fixed assets is calculatekig the straight-line method to allocate
their cost to their residual values over theirraated useful lives, as follows:

Year:
Motor vehicles 5
Furniture and fittings 2-1C
Office equipment 2- 3

Subsequent costs are included in the asset’'s ngraynount, only when it is probable that
future economic benefits associated with the itathflww to the Bank and the cost of the
item can be measured reliably. All other repairgl amaintenance are charged to the
income statement during the financial period inchtthey are incurred.

Tangible fixed assets under construction are npteséated until such time as the relevant
assets are completed and put into operational @a@s and losses on disposals are
determined by comparing proceeds with carrying amsurhese are included in the other
operating income or other operating expense.

The assets’ residual values and useful lives arewed, and adjusted if appropriate, as
at each balance sheet date.

Fixed assets that are subject to amortisationemiewed for impairment whenever events
or changes in circumstance indicate that the aagramount may not be recoverable.
An asset’s carrying amount is written down immesgliato its recoverable amount if the

asset’s carrying amount is greater than its estiche¢coverable amount. The recoverable

amount is the higher of the asset’s fair value tesdts to sell and value in use.
(21)
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YEAR ENDED 31 DECEMBER 2008

ACCOUNTING POLICIES (continued)
Leases

All leases entered into by the Bank are operateages. The total payments made under
operating leases are charged to the income stateomel straight-line basis over the
period of the lease.

Cash and cash equivalents

For the purposes of the cash flow statement, cadicash equivalents comprise balances
with less than three months’ maturity from the dateacquisition, including: cash and
balances with central banks, eligible bills, loansbanks other than export loans and
current government securities.

Employee benefits

The Bank governs the provision of employee bendfitsugh internal guidelines. Some

benefits are provided regularly to all employeeg.(eanteen and additional pension
insurance); others are provided in relation toabtial need of an employee (e.g. interest-
free loan for accommodation purposes or jubileeushriFurthermore, the Bank provides a
facultative system of employee benefits which eesl@mployees to choose the level of
use of resources allocated according to their patgareference.

Contributions are made to the government’s retirgrbenefit scheme at the statutory rates
in force during the year based on gross salary paysn The cost of social security
payments is charged to the income statement isdhee period as the related salary cost.
Furthermore, the Bank provides additional pensimuiance to its employees based on a
defined contribution scheme which is structuredoadiong to the length of the employee's
service. Contributions are charged to the incoraestent when paid.

The Bank creates provisions for other long-term lesmpent benefits, such as life jubilees
and retirement bonuses. This provision is creaied bimple total of the amounts of the
liabilities under these benefits as at the balastwet day. The plan for other long-term
employment benefits doesn’'t take any proceeds fitmmassets. The current value of the
provision is calculated on the basis of an increiadeapproach, which takes fluctuation
assumptions into account.
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ACCOUNTING POLICIES (continued)
Taxation and deferred income tax

Deferred income tax is provided in full, using thability method, on temporary
differences arising between the tax bases of asmads liabilities and their carrying
amounts. Deferred income tax is determined usingrases that have been enacted or
substantially enacted by the balance sheet datam@nexpected to apply when the related
deferred income tax asset is realised or the dafencome tax liability is settled.

The principal temporary differences arise from célslw hedges, tax non-deductible
provisions, different tax treatments of fee incoama accumulated tax losses from the
previous years. Deferred tax related to the iterhhvare charged or credited directly to
equity is also credited or charged directly to &gand subsequently recognised in the
income statement together with the deferred galnss.

Deferred tax assets are recognised where it isaptebthat future taxable profit will
be available against which the temporary differerzn be utilised.

Income tax payable on profits, based on the agghkctax law in the Czech Republic,
is recognised as an expense in the period in whidible profits arise.

Borrowings

The category of financial liabilities at amortiseaist is represented by Loans from banks,
clients, debt securities in issue and other firgntabilities. Borrowings are initially
recognised at fair value, being their issue prosdgéair value of consideration received)
net of transaction costs incurred. Borrowings alesequently stated at amortised cost; any
differences between proceeds net of transactions casd the redemption value are
recognised over the period of the borrowings usliregeffective interest rate method.

Share capital
Ordinary shares are classified as equity in thewarnstated in the Commercial Register.

Incremental costs directly attributable to the essfinew shares are shown as a deduction
of retained earnings, net of tax.
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ACCOUNTING POLICIES (continued)
State subsidy

In accordance with Act No. 58/1995 Coll. the Bamkeaives a subsidy from the state
budget to cover losses resulting from financingrapens it supported. The losses are
calculated as the sum of:

. the accounted interest income from operating noreati supported financing
(reduced by a fixed interest mark-up);

. plus interest income from the current investmenéxaess financial resources from
supported financing;

. minus actual interest expense on these finan@alurees;

. minus associated fees paid by the Bank to acquégetresources;

. minus allowances and provisions; and

. minus the difference between income from finandedivative operations and costs
related to these operations, foreign exchange difterences and other costs that
were recorded by the Bank to acquire the finanmeisburces.

The income from the state subsidy is recognisethénaccounting period when the loss
occurs. Title to the state subsidy is recognisedther receivables when it is virtually
certain.

Provisions

Provisions are recognised when:

. the Bank has a present legal or constructive oldigaas a result of past events;

. it is more likely than not that an outflow of resoes will be required to settle the
obligation; and

. the amount has been reliably estimated.

Guarantees and credit commitments

The Bank also acts as an issuer of guarantees. aamlantee contracts are contractual
relationships determining that the issuer will pdevmonetary payment guarantee to the
beneficiary, subject to events listed in the letteguarantee. Such guarantees are granted
by the Bank based on the requirement of the expoBank guarantees are initially
recognised in the financial statements at fair #ada the date the guarantee was given.
Subsequent to initial recognition, the Bank’s ligig@is under such guarantees are measured
at the higher of the initial measurement, less #isairon calculated to recognise in the
income statement the fee income earned on a dtréigh basis over the life of the
guarantee and the best estimate of the expenditgaired to settle any financial
obligation arising as at the balance sheet date.
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ACCOUNTING POLICIES (continued)
Guarantees and credit commitments (continued)

These estimates are determined based on expefrenceimilar transactions and history
of past losses, supplemented by the judgment ofgenent. Any increase in the liability
relating to guarantees is taken to the incomersnée

The Bank enters into contingent economic relatigpsshy granting credit commitments.
Collaterals and guarantees received

The Bank also receives guarantees issued by o#rdesband other collateral from other
subjects as a means of security. An important corapioof collateral received is insurance
of export credit risks arranged by the Bank oramdur of the Bank. The collateral is not
recognised as assets; however, they are reflectedcradit enhancement in the
measurement of loans. If the Bank has a loan &aibavered by insurance, it recognises a
receivable due from the insurance company in ggtasat the moment the insurance event
transpires.

FINANCIAL RISK MANAGEMENT
Strategy in using financial instruments

By their nature, the Bank’s activities are printhlparelated to the use of financial
instruments and derivatives. The Bank funds exjoams through the use of bond issues
and non-current borrowings; current borrowings fribi@ inter-bank market are used as an
additional source of funding. The Bank uses denrrest to cover interest and foreign
exchange differences.

The Bank deposits free funds in other banks atifregées and for various periods, and uses
them as loan collateral and as funds for exporidodhe Bank seeks lending opportunities
to commercial borrowers with a range of standirgditr Such exposures involve not just

loans and advances; the Bank also enters into igigesand other commitments.

The Bank does not trade in financial instrumemtsluiding derivatives, on stock exchange

markets nor on OTC markets, to take advantage oft-#brm market movements in
currency and interest rate prices.
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FINANCIAL RISK MANAGEMENT (continued)
Strategy in using financial instruments (contied)

The Board places risk limits on the level of expesthat can be taken in relation to all
daily market positions. With the exception of sfiechedging arrangements, foreign
exchange and interest rate exposures are nornfédigt oy entering into counterbalancing
positions, thereby controlling the variability inet net cash amounts required to liquidate
market positions. The Bank uses selected derivafimethe fair value hedging to minimise
the impact of changes in fair value on the incotagement.

The Bank hedges part of its existing interest rateresulting from any potential decrease
in the fair value of assets or increase in faiugabf liabilities denominated both in local

and foreign currencies using interest rate swapsgeicy derivatives and cross-currency
interest rate swaps.

As at 1 July 2008, the Bank reclassified a limitetmber of securities according to the
amendment of IAS 39.

Reclassification of securities from the Availabledr-sale category to Loans and
receivables

The reason for the reclassification of the floatenast rate bonds below, which were
originally classified as available-for-sale finagciassets, was the unification of the
classification of these individual securities, whiare not quoted on the stock exchange
and the Bank’s declared intention to hold the s@esruntil maturity.

The Bank expects full settlement of future casiwfidrom these securities at agreed terms.

Fair value Profit recognise:
Reclassifi- at date in equity at the Effective
Issuer ISIN cation date reclassifi-cation  reclasiffication interest rate
CZK'm CZK'm %
Hypo Real Estate Bank International XS022669664 1.7.200:! 31C 5 (0,00770
Fair value gain/loss Interest income
recognized recognized in the Fair value loss in
Book value at Fair value at in the equity at income statement f equity if not
31 December 31 December 31 December the period reclassified
CZK'm CZK'm CZK'm CZK'm CZK'm
2007 303 303 (D) 9 -
200¢ 307 274 4 10 (33)
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FINANCIAL RISK MANAGEMENT (continued)
Credit risk

The Bank takes on exposure to credit risk, whicthés risk that a counterparty will be
unable to pay amounts in full when due. The credposure results from individual
banking products provided under supported exparaniting and from the Bank’s
operations on money markets and capital markets.Bdnk has established a system of
approval authorities, depending on the total lifmitthe client.

Credit risk management and its control are org#éoisally incorporated into the Risk
management section for which one Board membesoresible.

Credit risk measurement

The Bank assesses the probability of a defaulhtiidual counterparties by using rating
models which assess the default risk on an indalidhasis. The Bank has established a
rating model for corporate and banking client askessment.

Rating models have been developed based on inepraduced methodologies. They
combine statistical analysis with expert assessigrhe risk manager. During revisions
and updates of the rating system in 2007, the Baegared changes in the scale system:
there are 7 grades plus 1 grade for entities iaudgfeffective from 2008.

The Bank validated its rating models through congpar with the market best practice.
The scale of rating grades reflects the individigalels of the probability of default.
Internal rating tools are regularly revised and atpd as needed. These documents are
approved by the Credit committee. Besides ratingets) the Bank has also developed an
assessment system for project financing needs.

The Bank structures the levels of credit risk ilertakes by placing limits on the amount
of risk accepted in relation to one borrower, oougrs of borrowers, to geographical
segments according to the place of origin of cdstv fand the borrower’s country of

residence, concentration of industry and conceaotran selected rating categories. To
mitigate the credit risk, the Bank mainly uses ithsurance provided by EGAP and other
collaterals in accordance with Act No. 58/1995 Coll
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FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued)
Credit risk measurement (continued)

Exposure to a borrower or to an economically relaeup of borrowers is restricted by
exposure limits set by the regulator (CNB regulatidue to prudent reasons respecting
the regulation limits, the Bank reduces exposurerne borrower or to one economically
related group of borrowers by signal exposure Smithich are expressed as a defined
percentage from exposure limits set by the CNB. &kgosure to banks and brokers is
further restricted by trade sub-limits for balasteet and off-balance sheet items and sub-
limits for the settlement risk. The significant cemtration of credit risk to one borrower or
group of borrowers, where the probability of théuie is influenced by the common risk
factor (territory, industry, rating of the subjead$ restricted by concentration limits. Actual
exposures against limits are monitored daily. #tlifs are regularly reviewed at least once
a year.

Maximum credit risk exposure before hedge instrumets are applied

Maximum exposure

2008 2007
CZK’'m CZK’'m
Balance sheet exposu
Financial instruments held for trading - derivag 1478 1508
Financial instruments available-for-sale 1285 811
Loans and receivabl
- to banks 9 869 11 230
- to other customers 27 220 17 671
- other financial undifferentiated assets 17 106
Financial instruments held-to-maturity 1723 2610
Hedging derivatives - positive fair vall 61 18C
Other assets non-financial incl. current incomedssets 840 168
42 493 34 284
Off balance sheet exposul
Financial guarantees 2998 4 004
Credit commitments 20 672 18 694
Other financial credi 57€ 487
24 247 23185
66 740 57 469

Exposure to credit risk is managed through regaelysis of the ability of borrowers and
potential borrowers to meet interest and capifa@yenent obligations.
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FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued)
Maximum credit risk exposure before hedge instrumets are applied (continued)

The Bank’s debtors could be influenced by loweuiliify, which could have an impact on
their ability to pay the amounts due. Deterioratopgrational conditions of debtors could
also affect the management when preparing previdwash flows and assessments of the
level of impairment of financial and non-financialssets. According to available
information, the management took new estimation®)xfected future cash flows into
account during the assessment of possible decreafesvalue of assets.

The basic method for reducing the Bank’s credk i$sexport credit risk EGAP insurance
concluded for the benefit of the Bank accordingAtd No. 58/1995 Coll. The Bank also
uses financial collaterals deposited in the Bankddge against credit risk or other banks
and bank guarantees issued by entities incorpoiat€dECD countries or by credible
domestic banks. The Bank also accepts other tyjpeslateral.

For the purposes of credit risk management, theramee and other financial collaterals
are recognised at nominal value, which is closthéoestimated fair value. Other types of
collateral are recognised at fair value, whicheisa the basis of a market valuation of the
collateral or determination of the guarantor’'s doétly and on the basis of realisation
coefficients of each type of collateral. If thelatéral is not recognised at market prices or
the guarantor’s credibility is not determined, fathie realisation of the collateral would not
be successful, such collateral is recognised am@aero value (recorded with the value
of CZK 1 in the off-balance sheet).

Financial derivatives

The credit risk resulting from open derivative piasis is managed within the overall
trading limits for individual borrowers, by both ammt and term. Collateral or other
security is not usually obtained for credit riskpegures on these instruments. Under
exceptional circumstances the financial collatésaleceived as a deposit bearing a base
rate for the given currency.

The credit risk from derivative positions is als@maged mainly by choosing credible
counterparties and regularly monitoring their ficiah situation. The derivatives are
concluded with counterparties based in OECD coestiior with domestic credible
counterparties) with ratings of A and better frand-term international rating agencies.
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3 FINANCIAL RISK MANAGEMENT (continued)
(b)  Credit risk (continued)

Other financial assets

For the purposes of credit risk management of dihancial assets, the same approach is
applied to credit risk management of loans.

Loans
2008 2007
Loans and other debts Loans and other debts
to other to undiffe- to other to undiffe-
banks customers rentiated banks customers rentiated
CZK'm CZK'm CZK'm CZK'm CZK'm
Neither past due nor impaired 5322 25561 - 6 294 17 179 -
Past due but not impair - 39 - - 25¢ -
Impaired 261 1842 - - 373 -
Total 5583 27 442 - 6 294 17 810 -
Less: allowance for impairment - (222) - - (139) -
Total credits 5 58: 27 22( - 6 29¢ 17 671 -
Other receivables neither past ¢
nor impaire: 4 286 - 17 4 929 - 63
Loans total 9 86¢ 27 22( 17 11 22: 17 671 63

Loans neither past due nor impaired

In order to recognise the credit risk of loans eewkivables neither past due nor impaired,
the internal rating system of the Bank based orettigy rating is applied.
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FINANCIAL RISK MANAGEMENT (continued)

Credit risk (continued)

Loans neither past due nor impaired (continued)

2008 2007
internal rating undiffe- undiffe-
Banks Customers  rentiated Total Banks Customers  rentiated Total
CZK'm CZK'm CZK'm CZK'm CZK'm CZK'm CZK'm CZK'm
Highest credit quality 1 270 270 379 379
High credit quality 2 1282 - 1282 1249 1249
Very good credit quality 3 2 680 122 2802 3635 669 304
Good credit qualit 4 - 233t 233 44 408( 4124
Quality exposure requiring attr 5 667 7402 8069 335 3921 4256
Vulnerable 6 30 7265 7295 82 1571 1653
Unsatisfactory 7 393 92 485 570 1728 2298
Project Financing AD 8 347 8 347 5210 5210
Total credits 532: 25 56. 30 88: 6 29¢ 17 17¢ 23 47!
Highest credit quality 1 1167 1167 1820 1820
High credit quality 2 2997 2997 2978 - 2978
Very good credit quality 3 122 1 123 131 47 178
Quality exposure requiring attt 5 4 4 1 1
Vulnerable 6 2 2 1 1
Unsatisfactory 7 1 1 5 5
Project Financing AD 4 4 -
Non-rated 5 5 9 9
Other receivables tota 4 28¢ 17 4 30: 4 92¢ 63 4 99:
Loans total 9 60¢ 25 56. 17 35 18¢ 11 22: 17 17¢ 63 28 46*

During 2008, the Bank continued the increasingdrehfinancing so-called "green field"

projects, where a creditor is a newly establishdojext, which was set up as a special
purpose vehicle ("SPV"). Due to their non-existansiness history, these entities are
automatically allocated a rating of A - D, accoglio the quality of the project.
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3 FINANCIAL RISK MANAGEMENT (continued)
(b)  Credit risk (continued)

Loans past due but not impaired

2008 2007
Loans to Loans to Loans to Loans to
other bank customer other bank customer
CZK'm CZK'm CZK'm CZK'm
Past due by 30 da - 38 - 221
Past due 30 - 90 d¢ - 1 - -
Past due 90 - 180 d¢ - - - 37
Total - 39 - 25€
Fair value of collater: - 31 - 25&
Impaired loans
2008 2007
Loans to Loans to Loans to Loans to
other bank customer other bank customer
CZK'm CZK'm CZK'm CZK'm
Individually impaired loar 261 1 84: - 372
Fair value of collater: 25& 128t - 231
Renegotiated loans
2008 2007
CZK'm CZK'm
Loans to custome 384 -
Total 384 -

Credit-related commitments and similar instruments

The primary purpose of these instruments is to rengbat funds are available to
a customer, asrequired. Guarantees and standtgysletf credit — which represent
irrevocable assurances that the Bank will make maymin the event that a customer
cannot meet its obligations to third parties — yatihe same credit risk as loans.
Documentary letters of credit — which are writterdertakings by the Bank on behalf of a
customer authorising a third party to draw draftsrf the Bank up to a stipulated amount
under specific terms and conditions — are colléit=d by the underlying shipments of
goods to which they relate and therefore carrytfisgsthan a direct borrowing.
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3 FINANCIAL RISK MANAGEMENT (continued)

(b)  Credit risk (continued)
Commitments to grant a credit represent unusedopasrtof authorised credit lines in the
form of loans. With respect to credit risk on cormments to grant credit, the Bank is
potentially exposed to a loss in an amount equ#id¢dotal unused commitments. However,
the likely amount of loss is less than the totalsed commitments, as most commitments to
grant credit are contingent upon customers maimgispecific credit standards.

(© Geographical concentrations of assets, liabilitiesevenues and off-balance sheet items

This note incorporates IFRS 7 geographical conasaotrs of assets, liabilities and off-
balance sheet item disclosures and IAS 14 segnisziosures.

Credit

Total commitment Capita
Total assets liabilities  and guarantees Revenues expenditure
CZK'm CZK'm CZK'm CZK'm CZK'm
At 31 December 2008
Czech Republic 8 627 12 342 5154 860 14
Russia, Ukraine, Belarus, Moldavia 16 966 152 10 350 271 -
Other European countries 6 061 27 883 4178 (1014) -
Turkey 2 649 - - 333 -
China 1219 - - 110 -
Iran 37C 2 5 27 -
Azerbaijan, Tajikistan, Mongoli
Pakistal 1231 10 495 124 -
Georgia 4244 - 597 233 -
Vietnam, India 1 4 2381 (1) -
North America, Cuba, Jap 112¢ 22 51C 11¢ -
42 493 40 415 23 670 2 062 14
At 31 December 2007
Czech Republic 7673 9379 4959 - 20
Russia, Ukraine, Belarus, Molda 8 70t 154 11 09¢ 69 -
Other European countries 7 262 22 041 536 2046 -
Turkey 2792 - - (199) -
China 1898 - - (221) -
Iran 570 - 24 (45) -
Azerbaijan, Tajikistan, Mongoli
Pakistal 786 12 1995 (37) -
Georgia 3634 1 1129 (106) -
Vietnam 1 - 2 354 - -
North America and Japan 963 1 607 (38) -
34 284 31588 22 698 1469 20
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3 FINANCIAL RISK MANAGEMENT (continued)

(b)  Geographical concentrations of assets, liabilés, revenues and off-balance sheet items
(continued)

Revenue, total assets, total liabilities, credimnoatments and guarantees have generally
been allocated based on the country in which thentesparty is located. Capital
expenditure is shown by the geographical area irclwthe buildings and equipment are
located.

Although the Bank’s export financing business segne managed on a worldwide basis,
the Bank operates in seven main geographical afdasBank’s exposure to credit risk
Is concentrated in these areas.

The Czech Republic is the home country of the Bavikich is also the main operating
area. However, significant areas of credit exposueeTurkey, China, Russia, Ukraine and
Belarus.

As an active participant in the international bawgkimarket, the Bank has a significant
concentration of credit risk with other financiaktitutions. In total, credit risk exposure
to financial institutions is estimated to have amted to CZK 7,122 million as at
31 December 2008 (2007: CzZK 7,983 million), of whi€zK 1,539 million (2007:
CZK 1,688 million) consisted of derivative finankmastruments.

Geographic sector risk concentrations within tremband other debts were as follows:

2008 2007
CZK'm % CZK'm %
Russia, Ukraine, Belarus, Moldavia 16 962 46 8 698 30
Georgia 4244 11 3632 13
Czech Republic 6211 17 6 722 23
Turkey 2 649 7 2792 10
China 1219 3 1898 7
Other European countries 3809 10 3 605 12
Azerbaijan, Tajikistan, Mongolia 1221 3 7% 2
Iran 37C 1 57C 2
United States of America, Cuba, Ja 421 1 265 1
Total 37106 100 28 957 100
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FINANCIAL RISK MANAGEMENT (continued)

Branch concentrations of assets, liabilities, reveres and off-balance sheet items

Credit

Total  commitment Capita
Total assets liabilities and guarantees Revenues  expenditure
CZK’'m CZK'm CzZK'm CZK'm CZK'm
At 31 December 2008
Agriculture, hunting, forestry 54 - - 4 -
Mineral wealth minin 657 49 - 54 -
Processing industry 7 830 350 7 662 563 -
Production and distributio
electricity, gas and wal 10 305 39 5188 818 -
Building industry 10 626 3 856 (58) -
Trade
repairs vehicle
and household wa 70 571 2412 70 -
Transport, warehousil
and communicatiol 2677 81 832 252 -
Financial intermediation 13 468 38 527 159 (427) 14
Activity of immovables are
and leasing art 4 675 166 3135 357 -
Public administration, defenc
social security obligato 2 747 6 426 429 -
Total 42 49: 40 41t 23 67( 2 062 14
At 31 December 2007
Agriculture, hunting, forestry 60 - - - -
Mineral wealth mining 635 11 116 11 -
Processing industry 4272 272 6119 37 -
Production and distributio
electricity, gas and wal 8 292 3 2078 (289) -
Building industry 91 106 3127 21 -
Trade
repairs vehicle
and household wa 129 917 2531 144 -
Transport, warehousil
and communicatiot 2033 111 1438 10 -
Financial intermediation 15 834 30 124 1089 1560 20
Activity of immovables are
and leasing art 1731 13 4708 (13) -
Public administration, defenc
social security obligato 1207 31 1492 (12) -
Total 34 28 31 58¢ 22 69¢ 1 46¢ 20
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FINANCIAL RISK MANAGEMENT (continued)

Branch concentrations of assets, liabilities,avenues and off-balance sheet items
(continued)

Branch risk concentrations within loans to othenksa customer loans and reverse repos
were as follows:

Loans
2008 2007
CZK'm % CZK'm %
Agriculture, hunting, forestry 54 60 -
Mineral wealth mining 656 2 635 2
Processing industry 7 817 21 4 254 15
Production and distribution electricity, g
and wate 10 206 28 8188 28
Building industry 8 91 -
Trade
repairs vehicle
and household wa 70 129 1
Transport, warehousil
and communicatiol 2 62( 7 1981 7
Financial intermediation 9872 27 11 228 39
Activity of immovables are
and leasing art 4 668 13 1729 6
Public administration, defence; social secu
obligatory 1135 3 662 2
Total 37 10¢ 10C 28 95° 10C
Market risk

The Bank takes on exposure to market risks. Marigds arise from open positions
in interest rate and currency products, all of Wwhare exposed to general and specific
market movements. The Bank applies sensitivity yaeas to observe the breakdown of
interest risk in individual currencies, in diffeteperiods and “Value at Risk” (“VAR”)
methodology to estimate the market risk of posgidmeld and the maximum losses
expected, based upon a number of assumptions famugachanges in market conditions.
The Board sets limits on the value of risk that nbayaccepted, from which all market
risks limits are derived. Actual utilisation of thmnits is monitored on a daily basis by risk
management. The Bank uses a linear parametric nioaalculate VAR, which describes
mutual relationships between risk factors via aac@ance matrix. The bank has not been
exposed to risks stemming from nonlinear instrumenhe VAR is computed on the 99%
level of confidence for the 10-day holding periddl. VAR values are summarised in the
table below.
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Market risk (continued)

VAR summary

100 days VAF 12 months to 31 December 2008 12 months to 31 December 2007
CZK'm Average High Low Average High Low
Interest rate ris 48,9t 109,1¢ 20,6: 52,5¢€ 138,0¢ 26,5¢
Foreign exchange ri 3,2¢€ 9,87 0,57 0,8t 7,72 0,27
Total VAR 48,57 108,1: 21,0¢ 52,44 137,1¢ 26,4:

260 days VAF 12 months to 31 December 2008 12 months to 31 December 2007
CZK'm Average High Low Average High Low
Interest rate ris 44.7: 88,7¢ 21,21 53,17 107,9¢ 29,3¢
Foreign exchange ri 2,84 9,1¢ 0,57 0,8¢ 7,15 0,3t
Total VAR 44,4 88,7: 21,4¢ 53,0¢ 107,57 29,37

Backtesting of the VAR model is performed regularfhe following table shows a
backtesting result as at 31 December 2008 and 2007:

Number of case Number of case
Number o Reached reliabilit Reached reliabilit ~ with higher loss fc  with higher loss fc
Year observation for interest risk for currency risk interest risk currency risk
% %
2007 247 96,4 98,¢ 7 3
200¢ 245 95,1 100,( 12 -

The Bank conducts quarterly stress testing of migact of material changes in financial
markets on the level of market exposure. Within seasitivity analyses, the material
fluctuation scenarios and changes in interest cuased monetary exchange rates are
tested; for the VAR, the impact of a breach of daorrelations is tested. Given that the
Bank’s instrument portfolio revaluation to the reallue to income statement is not
significant, the impact on the Bank’s income stastrs not assessed as part of the stress
tests.

Bank management is informed about actual exposumaarket risk (information about
VAR and the back testing of VAR, results of sengyi analysis and information about
currency risk) on a daily basis. The complex reporttaining information about positions
and market risk progression is regularly reporiedhe Assets and liabilities committee
(“ALCQ”) every month.
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FINANCIAL RISK MANAGEMENT (continued)
Currency risk

The Bank takes on exposure to the effects of fatatas in the prevailing foreign currency
exchange rates in its financial position and césivd. The foreign currency exchange rate
risk is managed using an analysis of currency seitgiand VAR, for which a set of
limits has been established. A foreign currencyhexge rate risk greater than 2% of
capital is reflected in the capital adequacy rezqunt for the Bank.

The table below summarises the Bank’'s exposureutcerecy exchange rate risk as at
31 December 2008 and 2007. Included in the taldetla® Bank’'s assets and liabilities
at carrying amounts, categorised by currency. THebalance sheet gap represents
the difference between the notional amounts of iorecurrency derivative financial

instruments, which are principally used to redube Bank’'s exposure to currency
movements.
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FINANCIAL RISK MANAGEMENT (continued)

Currency risk (continued)

Concentrations of assets, liabilities and off-balace sheet items

CZK UsD EUR Other Total
CZK'm CZK'm CZK'm CZK'm CZK'm
At 31 December 2008
Assets
Cash and balances with central bank 442 - 442
Financial instruments held for trading 1478 - - - 478
Financial instruments available-for-sale 1285 - - 1285
Loans and receivables
- from bank 1 30¢ 3 841 4 67: 52 9 86¢
- from other clients 428 5948 20 844 - 27 220
- undifferentiated 7 - 10 - 17
Financial instruments held-to-maturity 374 - 1349 - 728
Hedging derivatives 26 33 2 - 61
Equipmen 14 - - - 14
Intangible assets 7 - - - 7
Other assets, including tax 373 1 2 1 377
Total assets 5737 9 823 26 880 53 42 493
Liabilities
Financial liabilities held for trading 21 - - - 21
Financial liabilities in amortized costs
- to banks 151 1912 6 042 - 8 105
- to other clients 1034 575 1027 - 2636
- undifferentiated 23 1 6 - 30
- issued bonds 5 697 7 007 15771 - 28 475
Hedging derivative 8 262 841 - 1111
Other liabilities, including tax 10 18 9 - 37
Total liabilities 6 944 9775 23 696 - 40 415
Net on-balance sheet items (1 207) 48 3184 53 2078
Currency forward 5775 1 (4 039) - 1737
Net currency positior 4 56¢ 49 (855) 53 3 81¢
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FINANCIAL RISK MANAGEMENT (continued)

Currency risk (continued)

CZK USLC EUR Othe Total
CZK’'m CZK’'m CZK’'m CZK’'m CZK’'m

At 31 December 2007

Total assets 4922 12 154 17 188 20 34 284
Total liabilities 6 384 12 163 13 041 - 31588
Net on-balance sheet position (1 462) 9) 4147 20 2 696
Currency forward 5500 - (3992) - 1508
Net currency position 4 038 9 155 20 4 204

Cash flow and fair value interest rate risk

The Bank is exposed to interest rate risk as ter@st bearing assets and liabilities have
different refixing or maturity dates. For floatimgte instruments, the Bank is exposed to
basic risks, which arise from the difference inerehce market interest rates, primarily
LIBOR, EURIBOR and possibly PRIBOR. Interest ratskr management aims at
minimising the sensitivity of the Bank to changesnterest rates.

In accordance with the risk management strategyoapd by the Board, the Bank
optimises the structure of its sources of finanemprising bond issues and syndicated
loans so that no significant differences betweendtration of its interest sensitive assets
and liabilities arise.

Interest rate derivatives are used for mitigating tlifference between the interest rate
sensitivity of assets and liabilities. These tratisas are used in accordance with the
interest risk management strategy approved by tt@Q\to reduce the interest rate risk of
the Bank.

Liquidity risk
Liquidity risk arises from different types of Bariikhancing and the management of its
positions. It includes both the risk of the Ban&lslity to finance its assets with liabilities

with appropriate maturity and the Bank’s abilityliguidate/sell its assets at a favourable
price in a favourable time.
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FINANCIAL RISK MANAGEMENT (continued)
Liquidity risk (continued)

The Bank uses own methods of measuring and mamgaret cash flows and liquidity
position for liquidity risk management. The diffaoes between the inflow and outflow of
financial funds are measured by gap analysis ofigldity, which sets liquidity positions
for different time periods and the cumulative voluof gaps. Development of liquidity in
CZK, EUR, and USD currency structures and for thalBin total is monitored on several
levels of market performance, i.e. on the leved gtandard scenario and 3 stress scenarios,
one of which is also a scenario simulating a ligyi@risis. Sufficient liquidity level is
regulated by a set of limits and is managed througtbalance (e.g. issue of obligations,
received loans) and off-balance trades (FX swagssccurrency swaps). The Bank has
furthermore established a set of liquidity indieatothrough which it manages asset
structure, liabilities and off-balance items, iparticularly required structure of funds in
relation to the structure of loans provided, loammitments and guarantees issued,
minimal volumes of the most liquid assets and tig@iserves. On a regular basis, the Bank
assesses its plans for gaining funds based onutient development of liquidity risk,
financial markets and other factors.

Matching and managed discrepancies in maturitysdael the interest rates of assets and
liabilities are of essential importance for the Bamrmanagement. The complete matching
of maturities is not standard for banking entitie® to the different types and non-defined
maturities of specific transactions. The maturityassets and liabilities and the ability to
compensate the interested commitments at maturityh \&@cceptable expenses are
important factors for evaluating the Bank’s liqgiydand the degree to which the Bank is
exposed to interest rate and exchanges rate changes

Liquidity requirements for the purpose of a guaeaid fulfillment and standby letters of
credit are subsequently lower than the amount ef dammitment, because the Bank
generally does not expect that a third party witharaw funds from such a contract. The
total undrawn amount of contractual commitmentietal does not have to equal the funds
needed in the future, because of the fact that nohrtiese commitments will expire or
will be terminated without being drawn. If it hape the Bank can use funds from
received borrowing commitments and counter-guaemntieat are immediately available.

Financial crisis

The Bank has access to diversified sources of ¢mamhese sources comprise issued
bonds, syndicated loans from domestic as well tesnational financial markets and other
deposits received from other banks and customéiis. diversification gives flexibility to
the Bank and limits its dependence on one sourémafice. On a regular basis, the Bank
assesses the liquidity risk by monitoring changethe structure of sources of finance.
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FINANCIAL RISK MANAGEMENT (continued)
Liquidity risk (continued)
Financial crisis (continued)

Furthermore, the Bank holds some of its asset&imyhliquid instruments such as T-bills
and similar debt securities as part of its liqyiditanagement strategy.

The Bank understands that the financial crisisgégss of trust and lack of mid- and long-
term liquidity. For this reason it checks the neiiidy of contracted back-up funding on a
regular basis, which can be used in case of adatiquidity on the financial market. The
Bank’s approach to the funds on the financial miahles not changed since the beginning
of the crisis, it is still considered secure. ThanB has enough liquidity to cover its
commitments and it has not introduced any businestsvity restrictions. Due to
unfavourable credit margin developments, the Bamitinuously re-assesses the structure
of gaining funds so that the consequences of iBes @n the Bank’s results are minimal.

Maturity of non-derivative financial liabilities

Upto1l 1-: 3-1: 1-¢ Over £
montf month: month year: year: Total

31 December 200 CZK'm CZK'm CZK'm CZK'm CZK'm CZK'm
Liabilities

Due to other banks 185 28 4 373 4 039 - 8 624

Due to customers 1 888 285 71 252 145 2642

Debt securities in issue 104 135 8 007 17 796 6 554 32 596
Total liabilities 217 44¢ 12 45: 22 08’ 6 69¢ 43 86:

Loan commitments 3531 3515 7 240 6 386 - 20672
31 December 200
Liabilities

Due to other banks 387 - 1725 2217 2075 6 404

Due to customers 1140 57 88 701 79 2 065

Debt securities in issue - 52 3 895 17 116 6 761 27 824
Total liabilities 1527 10¢ 5 70¢ 20 03¢ 8 91t 36 29:

Loan commitments 3282 3481 7 351 4 580 - 18 694
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(h) Liquidity risk (continued)
Maturity of derivative liabilities

Derivatives to be settled neinclude liabilities of interest swaps.

Upto 1 1-: 3-1- 1-¢ Over £
montt month: month: year: year: Total
31 December 200 CZK’'m CZK’'m CZK’'m CZK’'m CZK'm CZK'm
Derivatives held for trading - Q) 1 (5) (1) (6)
Hedging derivatives (15) 13 (122) (760) 16 (868)
31 December 200
Hedging derivatives (29) - 23 (27) - (13)

Derivatives to be settled grossnclude currency swaps, currency forwards and cross
currency swaps.

All currency and cross currency derivatives in B&nk’s portfolio are designated as

trading.
Uptol 1-:3 3-1z 1-¢ Over £
montt month: month: year: year: Total
31 December 200 CZK'm CZK'm CZK'm CZK'm CZK'm CZK'm
Derivatives held for trading
Foreign exchange derivatives
outflow - (970) - (263) - (1233)
inflow - 965 - 265 - 1230
Cross currency swaps
outflow - (30) (89) (4 102) - (4 222)
inflow - 50 153 5 608 - 5810
Total outflow - (1 000) (89) (4 366) - (5 455)
Total inflow - 1015 153 5873 - 7 040
31 December 200
Derivatives held for trading
Foreign exchange derivatives
outflow 27 - - 685 - 712
inflow 27 - - 686 - 713
Cross currency swaps
outflow - 47 142 4283 - 4472
inflow - 57 172 5851 - 6 080
Total outflow 27 47 142 4 968 - 5184
Total overflow 27 57 172 6 537 - 6 793
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Fair values of financial assets and liabilities

The following table summarises the carrying amouwand fair values of those financial
assets and liabilities not presented on the Bahklance sheet at their fair value. Fair
value incorporates expected future losses whileyicey value (amortised cost and related
impairment) only includes incurred losses as abtidance sheet date.

Carrying value Fair value
2008 2007 2008 2007
CZK'm CZK'm CZK'm CZK'm
Financial asset
Loans to other banks 9 869 11 223 9761 11 307
Loans to customers 27 220 17 671 25018 17 965
Securities held-to-maturity 1723 2610 1607 2 605
Financial liabilities
Due to other banks 8 105 5911 7 942 5837
Due to customers 2 636 1985 2764 1985
Debt securities in issue 28 475 23 455 29 095 24 071
Loan commitments give 20 67: 18 69 4 9

Loans to banks

Due from other banks includes inter-bank deposits @her receivables. The fair value of
floating rate deposits and overnight deposits &rtharrying amount. The estimated fair
value of fixed interest bearing deposits is baseddiscounted cash flows based on the

prevailing yield curve for respective remaining oréy.

Loans to clients and held-to-maturity securities

The estimated fair value of loans and held-to-migtsecurities represents the discounted
amount of estimated future cash flows. Expecteth ¢lsvs are discounted at prevailing
money-market interest rates for debts and secsintigh similar credit risk and remaining
maturity considering credit spreads of relevanaificial instruments as at the year end,
including existing credits security.
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FINANCIAL RISK MANAGEMENT (continued)
Fair values of financial assets and liabilitiegcontinued)

Due to banks and due to clients

The estimated fair value of deposits with no statedurity, which includes non-interest-
bearing deposits, is the amount repayable on demand

The estimated fair value of fixed interest-bearni@posits and other borrowings without a
quoted market price is based on discounted casls fising the prevailing yield curve for
the respective maturity.

Issued bonds

For bonds issued, a discounted cash flow modetesl bbased on a current yield curve for
the respective maturity.

Capital management

The aim of the Bank with respect to capital manag@ns to comply with the regulatory
requirements in the area of capital adequacy anehdmtain strong capital in order to
support development of subsidised financing praviplersuant to Law No. 58/1995 Coll.

Information about capital and regulatory capitaé@aacy are available to the management
of the Bank on a daily basis. Mandatory capitalqa@dey information is reported to the
Czech National Bank on the monthly basis.

In 2007, new regulatory rules set by the law onkkaand specified by the prudential rules
regulation of the Czech National Bank on the bussrextivities of banks came into force.
These rules brought the new capital concept inélicas Basel Il into national legislation.

The Bank uses the new capital adequacy concept frdmne 2008. (In 2007, the Bank

used the possibility of an interim period and ibggeded according to the current capital
adequacy rules valid prior to the day the CNB rafgoh took effect.)

The Bank uses the standard approach based on emadxtating to calculate the capital
requirement for the credit risk of the investmewttilio, i.e. calculate risk-weighted
exposures. The risk exposure weight is based oexpesures category and credit quality.
Credit quality is determined based on the exteraghg, which was set by the rating
agency registered in the list of agencies for ¢ragsessment maintained for this purposes
by the CNB or by the export credit agency. CNB tatjons define exposure categories
and risk weights used in the standard approach.

When calculating risk weighted exposures, the Baoksiders methods of decreasing
credit risk in the form of collateral and guarastee
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FINANCIAL RISK MANAGEMENT (continued)
Capital management (continued)

The Bank is obliged to maintain capital at the mnm level equal to the total of

individual capital requirements to cover credit,rked and operational risks. To express
regulatory capital adequacy as a percentage, thigacadequacy limit is used, which is

calculated as 8% of the ratio where the numeratomithe Bank’s equity and the

denominator is in the total of individual capitatjuirements.

The capital adequacy of the Bank in 2008 remaingdifecantly above the minimum
threshold set by the capital adequacy limit.

The structure of the regulatory capital is basathanily on the share capital subscribed
and paid in by the Bank’s shareholders, statutesgnve funds and other reserves (Tier 1).

As at 1 January 2008, the Bank created a systanteshally set capital (SVSK) in order
to fulfil its legal obligations in the area of plang and continuously maintaining
internally set capital in the amount, structure alnstribution, so that the risks, which
could threaten the Bank, are sufficiently coveréde Board of Directors approves the
methods used to evaluate and measure each risktakele by the Bank in the SVSK
framework in relation to its risk profile. Intermaket capital is sufficient to cover all risks
undertaken by the Bank.
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YEAR ENDED 31 DECEMBER 2008
3 FINANCIAL RISK MANAGEMENT (continued)

g) Capital management (continued)

The table below shows the structure of the regnfatapital and the capital adequacy
indicator as at 31 December of the relevant year:

2008 2007
CZK'm CZK'm
Tier 1 capital
Share capital 2 000 1850
Statutory reserve 370 370
Other reserves 447 337
Retained earnings 122 37
Less: Intangible assets other than Goodwiill (7) (10)
Total qualifying Tier 1 capital 2 932 2 584
Tier 2 capital - -
Total regulatory capital 2 93 2 58¢
Risk-weighted exposures (Basel |
Balance sheet positions 5670
Off-balance sheet positions 2741
Derivatives 297
8 70¢
Risk-weighted assets (Basel |)
On-balance sheet assets of investment portfolio 3863
Credit equivalents to off-balance sheet assetsvafstment portfolio 1333
Total risk-weighted asset 5 19¢
Other capital requirements 46 19
Basel ratic 31,5¢ 49,5¢

(k) Global financial crisis

The ongoing global financial and economic crisat tamerged out of the severe reduction
in global liquidity which commenced in the middle 2007 has resulted in, among other
things, a lower level of capital market fundingwkr liquidity levels across the banking
sector and wider economy, and, at times, higharhaink lending rates and very high
volatility in stock and currency markets. The umaeties in the global financial markets
have also led to failures of banks and to bankuesdn the United States of America,
Western Europe, Russia and elsewhere. The fudneéxaf the impact of the ongoing
global financial and economic crisis is provingh® difficult to anticipate or completely
guard against.
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YEAR ENDED 31 DECEMBER 2008

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS IN APP LYING
ACCOUNTING POLICIES

The Bank makes estimates and assumptions that #feceported amounts of assets and
liabilities. Estimates and judgements are contilyuavaluated and are based on historical
experience and other factors, including expectatmfrfuture events that are believed to be
reasonable under the current circumstances.

Impairment losses on loans

Besides individual loans, the Bank also reviewda#n portfolios at least on a quarterly
basis to assess impairment. In determining whethempairment loss should be recorded
in the income statement, the Bank makes judgenasnts whether there is any observable
data indicating that there is a measurable declieatbe estimated future cash flows from
loans and estimates the expected cash flows and timeng for impaired loans. This
evidence may include observable data indicating tthere has been an adverse change in
the payment status of borrowers in a Bank, or natior local economic conditions that
correlate with defaults on loans. The Bank usesmests based on historical loss
experience for assets with credit risk characiessind objective evidence of impairment
similar to the loans when scheduling its future hcdkows. The methodology and
assumptions used to estimate both the amount emiagtiof future cash flows are reviewed
regularly to reduce any differences between losmages and actual loss experience.

State subsidy

The Bank assessed rights for state subsidy antbsiéstin accordance with IAS 20 as a
subsidy compensating some expenses with impacbfd pnd loss statement and not as a
transaction with the shareholder with the equitpaat taking in account the principles

based in the Act no. 58/1995 Coll. This Act wasiglesd to support Czech export in

general, not specially the Bank as an entity owmethe Czech state.

Income taxes

The Bank is subject to income tax in Czech jurigsdic The Bank recognises liabilities

for anticipated tax issues based on estimates ofatsessments. Where the final tax
outcome of these matters is different from the am®uahat were initially recorded, such

differences will have an impact on the income tad deferred tax in the period in which

such determination is made.

The tax authorities may at any time inspect thekboand records within three years

subsequent to the reported tax year, and may impddédional tax assessments and
penalties.
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YEAR ENDED 31 DECEMBER 2008

BUSINESS SEGMENTS

Geographical segments as at 31 December 2008 &7d&28 set out in Note 3(c) and are
considered to be the primary segment. The Bankisitycis homogenous and there exists
only one business segment for export financing.

NET INTEREST INCOME

2008 2007

CZK’'m CZK'm

Interest income from CNB loans - repos 4 5

Interest income from financial assets held foritrgd - 1

Ineterst income from available-for-sale securities 39 26
Interest income from loans and receivables 1533 1299
Interest income from loans and receivables 1549 1312
Interest income from loans 1339 1104
Interest income from loans to banks 276 388

Interest income from loans to clients 1063 716

Interest income from receivables 210 208
Interest income from interbank deposits 208 207

Interest income from current accounts with otherksa 2 1

Interest income from non-tradeable securities 9 37
Amortization of hedged items at fair value (25) (50)
Interest income from financial investments held+taturity - securities 101 43

Gains on hedging interest derivative instruments 10 6
Interest income 1687 1380
Interest expense from financial liabilities in anwed costs (1 559) (1 294)
Interest expense from received bank credits (91) (105)
Interest expense from term deposits (48) 4an
Interest expense from checking accounts (9) (10)
Interest expense from interbanking operations (2) (2)
Interest expense from repos with banks (61) (33)
Interest expense from issued bonds (1 348) (1 097)

Gains on hedging interest derivative instruments 39 12
Other interest expense - collateral (34) (65)
Interest expense (1 554) (1.347)

Net interest income 138 33

Included within interest income for 2008 is CZK #6fillion (2007: CZK 7 million) with
respect to interest income accrued on impairedsloan
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NET FEE AND COMMISSION INCOME

2008 2007
CZK'm CZK'm
Fees and commisions from financial instruments ap@rs with customers - 2
Fees and commisions from clearing and settlement 1 1
Fees and commisions from credit activities 3 -
Fees and commisions from payments 15 16
Fees and commisions from other services 16 18
Fee incomu 35 37
Fees and commisions for financial instruments djaTa (2) 3)
Fees for received loans from banks (1) (2)
Fee for security operations (1) Q)
Fees and commisions for other serv (8) @)
Fees and commisions for consulting and advisonyices (6) (5)
Fees and commisions for rating (2) (2)
Fee expens (10) (10)
Net fee and commission income 25 27

REALISED GAINS FROM FINANCIAL ASSETS AND LIABILITIE S NOT
CARRIED AT FAIR VALUE THROUGH PROFIT AND LOSS

2008 2007
CZK’'m
At 1 January 69 72
State subsidy receiv (250) (245)
Increase in receivables from state bu 281 242
At 31 December 10C 69
Subsidy income 281 242
Gains from operations with securities 6 -
Realized gains from financial assets and liabilitie not carried at fair value
through profit and loss 287 242
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YEAR ENDED 31 DECEMBER 2008

9 NET TRADING INCOME

Gain/(loss) from interest rate instrume
Derivatives transaction expen
Derivatives operations reveni

Gain/(loss) from currency transactir
Derivatives transaction expen
Derivatives transaction reveni

Net trading income/(expense)

10 FOREIGN EXCHANGE GAINS / (LOSSES)

Foreign exchang
Foreign exchange gains/(losses) from currency latioss
Foreign exchange gains/(losses) from transactidtisolents
Foreign exchange gains/(losses) from spot opers

Total foreign exchange gains/(losses)

11 OPERATING COSTS

Staff cost
Salaries and emolume
Social and health security cc
Other staff cos

Other general exper
Administrative expens
Operating lease rent;

Depreciation and amortizati
Software amortisatic
Depreciation of long term tangible as:

Additions to provision

Othel

Total operating costs

2008 2007
CZK'm CZK'm
) 1
(7) (2)
5 3
) 92
(204) (267)
202 35¢
(4) 93
2008 2007
CZK'm CZK'm
52 (78)
3 44
2 (6)
57 (40)
Note 2008 2007
CZK'm CZK'm
(140) (116}
(105) (82)
27) (29)
(8) (5)
(62) (60)
(46) (45)
(16) (15)
(20) (21)
18 (11) (15)
) (6)
23 (12) (5)
8) 3
(242, (205)

The average evidenced number of employees of thi ®as 122 in 2008 (2007: 116).
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CESKA EXPORTNI BANKA, A.S.
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YEAR ENDED 31 DECEMBER 2008

INCOME TAX EXPENSE

The tax on the Bank’s profit before tax can be ysed as follows:

Note 2008 2007
CZK'm CZK'm
Income tax payable 57 23
Deferred tax 24 (15) 47
Income tax expens 42 70
Profit before taxatic 237 150
Expected tax 21% (2005: 24 50 36
Effects of tax rate reduction
(2008: 21%; 2009: 209 - 2
Non-tax deductible expens 8 34
Non-taxable incorr (16) -
Other
Income tax expens 42 70

Non-tax deductible expenses and non-taxable incoameprise in particular effect on
income tax expense of creation and release of pegmtdaax non-deductible allowance to
loans to customers of CZK 13 million (release @& #llowances) for 2008 (2007: creation

of allowances of CZK 34 million).

IMPAIRMENT LOSSES ON LOANS

Note 2008 2007
CZK'm CZK'm
Creation of allowances for receivables to cli (139 (208
Utilisation and release of allowances on loansustamers 15 63 524
Receivables from clients written off - (317)
Claims from credit insurance on bad debts to custem 57 1
Impairment losses on loan (19) -

(52)



CESKA EXPORTNI BANKA, A.S.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2008

14 CASH AND BALANCES WITH THE CENTRAL BANK

Note 2008 2007
CZK'm CZK'm

Reverse repo transactions included in cash equitsale 400 -
Mandatory reserve deposits with central bank 42 7
Cash and balances with central bank 28 442 7

Minimum obligatory reserves are set up as 2% obdip from non-banking clients which

have a maturity shorter than 2 years, recordedeaehd of month preceding the month in
which the relevant period begins. This limit isiddor the average daily balance with the
central bank for the relevant period. The limit wad breached in 2008 or 2007. As these
balances are available on a daily basis, thesenaleded in cash and cash equivalents

(Note 28).

15 LOANS AND RECEIVABLES

Non-tradeable boni
issued by banks
Loans and receivabl
Loans to banks
Loans to other entities
Other undifferentiated receivab

Total loans and receivables

Remaining maturity:
Short-term loans to custom
Long-term loans to custom

2008 2007
CZK'm CZK'm
41C 101
410 101
36 696 28 856
9459 11122
27 22( 17 67!
17 63
37 10¢ 28 957
6 62( 9 34:
30 486 19614
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LOANS AND RECEIVABLES (continued)

Loans to banks

Current accounts with other bau
Placements with other banks due within 3 months

Included in cash equivalel
Placements with other banks due in more than 3 msont
Nonnegotiable bont
Loans to other banks
Loans to banks

Remaining maturity:
Short-term loans to bar
Long-term loans to ban

Loans to clients

Loans to corporate entiti¢
Pre-export fundin
Export funding
Investmer
Operating
For bank guaranti
For factoring

Allowance for loan impairme
Loans to corporate entities

Remaining maturity:
Short-term loans to custom
Long-term loans to customu

Note 2008 2007
CZK'm CZK'm
61 43
@ 80 3775
28 3 867 3818
419 1111
410 101
5173 6 193
9 86¢ 11 22:
4 457 6 693
5412 4 53(
2008 2007
CZK’'m CZK'm
2 347 1786
18 097 10 417
6 275 4751
59¢€ 58¢
5 5
122 262
27 442 17 810
(222 (139
27 22( 17 67!
2 146 2 587
25 07 15 08¢
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LOANS AND RECEIVABLES (continued)
Allowances for impairment on loans to clients

Changes in allowances for impairment on loansients

Note 2008 2007
CZK'm CZK'm
At 1 January 139 457
Additions to allowance 13 139 208
Utilisation for write offs (1) (318)
Release of allowan (62) (207
Net movement in allowances 76 (317)
Foreign exchange differenc 7 (1)
At 31 December 222 13¢
Other undifferentiated receivables
2008 2007
CZK'm CZK'm
Receivables from reinvoicing of incurred expe! 12 58
Personnel loans from social ft 1 1
Receivable from insurance with EG 1 1
Rent-related services (EGA 3 3
Other undifferentiated receivables 17 63
Remaining maturity:
Short-term deb 17 63

There has been no impairment on Other undifferesttieeceivables.
DERIVATIVE FINANCIAL INSTRUMENTS
The Bank uses the following derivative instrumedntsrading and hedging purposes:

Currency forwards represent an exchange of onermeyrfor another currency at a fixed
stated moment in the future and for an exchangesettat the contractual date.

Currency and interest rate swaps are commitmenixébange one set of cash flows
for another. Swaps result in an economic exchanfyeuorencies or interest rates
(for example, fixed rate for floating rate) or andgination of all these (i.e. cross-currency
interest rate swaps). No exchange of principal dgilace, except for certain currency
swaps. The Bank’s credit risk represents the piatleabst to replace the swap contracts
if counterparties fail to perform their obligatiori§e Bank monitors the level of credit risk
on an ongoing basis. To control the level of credék taken, the Bank assesses
counterparties using the same techniques as flanitkng activities.
(55)
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DERIVATIVE FINANCIAL INSTRUMENTS (continued)

The notional amounts of certain types of finanditruments provide a basis for
comparison with instruments recognised on the lgalasheet but do not necessarily
indicate the amounts of future cash flows involved the current fair value of the
instruments and, therefore, do not indicate thekBagxposure to credit or price risks. The
derivative instruments become favourable (assetsintavourable (liabilities) as a result
of fluctuations in market interest rates or foregythange rates relative to their terms.

The aggregate contractual or notional amount alvdeve financial instruments on hand,
the extent to which instruments are favourablerdavourable, and thus the aggregate fair
values of derivative financial assets and lialgifi can fluctuate significantly from time
to time. The fair and notional values of derivatinstruments are set out below.

Derivatives total

Notional amount Fair values
Assets Liabilities Assets Liabilities
CZK'm CZK'm CZK'm CZK'm

31 December 200

Derivatives held for trading 7 145 5688 1478 21

Hedging derivatives 26 150 26 150 61 1111
Total derivatives 33 29¢ 31 83¢ 1 53¢ 1132
Remaining maturity:

Short-term derivatives held for trading 965 970 7 13

Long-term derivatives held for trading 6 180 4718 714 8

Short-term hedging derivativ 967 967 33 -

Long-term hedging derivatives 25183 25183 28 1111
31 December 200

Derivatives held for trading 6 264 4 755 1508 -

Hedging derivatives 16 658 16 658 181 76
Total derivatives 22 92: 21 41 1 68¢ 76
Remaining maturity:

Short-term derivatives held for trading 27 27 1 -

Long-term derivatives held for tradi 6 23 4 72¢ 1 503 -

Long-term hedging derivatives 16 658 16 658 181 76

(56)



CESKA EXPORTNI BANKA, A.S.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2008

DERIVATIVE FINANCIAL INSTRUMENTS (continued)

Derivatives held for trading

Notional amount Fair values
Assets Liabilities Assets Liabilities
CZK'm CZK'm CZK'm CZK’'m
31 December 200
Foreign exchange derivatives
Currency swaps 275 280 - 6
Forward 1220 1218 12 10
Interest rate derivatives
Interest rate swaps 150 150 4 5
Cross-currency interest rate swap 5500 4 040 1462 -
Total derivatives held for trading 7 14¢ 5 68¢ 147¢ 21
31 December 200
Foreign exchange derivatives
Forward 714 712 1 -
Interest rate derivatives
Interest rate swaps 50 50 1 -
Cross-currency interest rate swap 5 500 3993 1 506 -
Total derivatives held for trading 6 26¢ 4 75¢ 1 50¢ -

The Bank undertakes transactions in foreign exobhamgl interest rate derivatives mainly
with other financial institutions.

Hedging fair value derivatives

In accordance with the strategy in the area of miaugathe interest structure of assets and
liabilities, the Bank executed two interest rateapw/in 2005, three interest rate swaps in
2007 and one interest rate swap in 2008, thus hgdbe fair value of part of the interest

payments from securities issued in CZK and USD m@and of the interest payments of the

EUR loan provided (it transfers the fixed intengayments to the variable ones).

Testing hedging effectiveness showed that hedgintgghly effective and complies with
the requirement of IAS 39.
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DERIVATIVE FINANCIAL INSTRUMENTS (continued)

Hedging fair value derivatives (continued)

Notional amount Fair values
Assets Liabilities Assets Liabilities
CZK'm CZK'm CZK'm CZK’'m
31 December 200
Interest rate derivatives
Interest rate swaps 4 340 4 340 61 8
Total hedging derivative: 4 34( 4 34( 61 8
31 December 200
Interest rate derivatives
Interest rate swaps 3269 3269 26 26
Total hedging derivative: 3 26¢ 3 26¢ 26 26

Hedging cash flow derivatives

In 2006 and subsequently in 2007, the Bank arraregedtal of nine interest forward
starting swaps in order to hedge cash flows frotaréuliabilities of the Bank (renewable
revolving loans subject to variable interest andnpked bond issues with variable
coupons). In addition, the Bank executed an intesesp in 2007 in order to hedge cash
flows from the loan received. In 2008, the Bankatieded 12 other interest rate swaps to
hedge cash flows. Through interest swaps it tragdfee variable interest payments of the
Bank’s funds to fixed ones, thus hedging the céshd of the financial liabilities of the
Bank.

Testing the hedging effectiveness showed that hgdgi highly effective and it complies
with the requirement of IAS 39. The effective paitthe change of fair value of hedging
interest swaps is recognised in equity. As at 3Tebwer 2008, the Bank has not
recognised any profit or loss from hedging ineffiesress.

Contract/notional amount Fair values
Assets Liabilities Assets Liabilities
CZK'm CZK'm CZK'm CZK'm

31 December 200
Interest rate derivatives

Interest rate swaps 21 810 21 810 - 1103
Total hedging derivatives 21 81( 21 81( - 110
31 December 200
Interest rate derivatives

Interest rate swaps 13 389 13 389 155 50
Total hedging derivatives 13 38¢ 13 38¢ 15E 50

(58)



CESKA EXPORTNI BANKA, A.S.

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2008

DERIVATIVE FINANCIAL INSTRUMENTS (continued)

Split of future cash flows from cash flow derivaties

Notional amount Cash flow
Currency Nominal Nominal Opening Termination
CURR'm CZK'm

31 December 200

Cash flow hedges of future commitments:
Interest rate swap uSD 50 968 29.4.2009 29.4.2014
Interest rate swap EUR 40 1077 29.1.2009 30.1.2017
Interest rate swap EUR 50 1347 29.1.2009 29.1.2014
Interest rate swap EUR 10 269 29.1.2009 29.1.2016
Interest rate swap UsD 25 484 26.5.2009 26.5.2011
Interest rate swap EUR 50 1347 17.8.2009 19.8.2019
Interest rate swap EUR 50 1347 15.12.2010 16.12.2013
Interest rate swap EUR 50 1347 15.4.2010 18.4.2017
Interest rate swap EUR 20 539 29.1.2009 29.1.2016
Interest rate swap UsD 25 484 26.5.2009 26.5.2011
Interest rate swap uSD 25 484 29.4.2009 29.4.2014
Interest rate swap UsD 25 484 29.4.2009 29.4.2014
Interest rate swap uSD 25 484 26.5.2009 26.5.2011
Interest rate swap UsD 35 678 26.5.2009 26.5.2011

Cash flow hedges from resources which are subjecatiable interest:
Interest rate swap EUR 120 3232 23.5.2007 23.5.2014
Interest rate swap EUR 50 1347 23.8.2007 25.8.2014
Interest rate swap EUR 49 1320 14.6.2007 14.6.2012
Interest rate swap EUR 50 1347 13.6.2008 13.6.2013
Interest rate swap EUR 50 1347 15.9.2008 17.9.2012
Interest rate swap EUR 50 1347 15.9.2008 15.9.2011
Interest rate swap EUR 20 539 15.9.2008 15.9.2011

31 December 200

Cash flow hedges of future commitments:

Interest rate swap EUR 50 1331 13.6.2008 13.6.2013
Interest rate swap EUR 50 1331 13.6.2008 13.6.2012
Interest rate swap UsD 50 904 26.5.2009 27.5.2014
Interest rate swap EUR 40 1 065 29.1.2009 30.1.2017
Interest rate swap EUR 50 1331 29.1.2009 29.1.2014
Interest rate swap EUR 10 266 29.1.2009 29.1.2016
Interest rate swap EUR 50 1331 13.6.2008 13.6.2011
Cash flow hedges from resources which are subjecatiable interest:
Interest rate swap EUR 120 3195 23.5.2007 23.5.2014
Interest rate swap EUR 50 1331 23.8.2007 25.8.2014
Interest rate swap EUR 49 1304 14.6.2007 14.6.2012
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FINANCIAL INSTRUMENTS AVAILABLE-FOR-SALE AND HELD-T O-
MATURITY

Available-for-sale and held-to-maturity financiaisats are represented in the Bank only by
the portfolio of investment securities.

Investment securities are fixed rate or floatinge rdebt securities issued by the Czech
Ministry of Finance or by entities with an investmegrade rating assigned by foreign
rating agencies.

Sorted by listing status

Total AAA AA+ to AA- A+ 10 A- lower than A-
2008 2007 2008 2007 2008 2007 2008 2007 2008 2007
CZK'm CZK'm CZK'm CZK'm CZK'm CZKm CZK'm CZK'm CZK'm CZK'm
Securities availabl

for-sale
- listec 1157 374 - - - - 1157 324 - 50
- unlistec 128 437 - - - 30 79 303 49 104
1285 811 - - - 30 1236 627 49 154
Securities held-to-
maturity
- listec 26€ 1 16¢€ - 733 - - 26€ 433 - -
- unlistec 108 110 - - - - 108 55 - 55
374 1276 - 733 - - 374 488 - 55
Total investment
securities 1659 2087 - 733 - 30 1610 1115 49 209
Repurchas
agreement -
securities held-to-
maturity
- unliste 1349 1334 - - - 667 1349 667 - -
1349 1334 - - - 667 1349 667 -
Pledged assets total 1349 1334 - - - 667 1349 667 -

Pledged assets represent securities used in sthrggarrchase agreements.
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YEAR ENDED 31 DECEMBER 2008

FINANCIAL
MATURITY (continued)

Sorted by residual maturity

INSTRUMENTS AVAILABLE-FOR-SALE AND HEL D-TO-

Total AAA AA+ to AA- At to A- lower than A-
2008 2007 2008 2007 2008 2007 2008 2007 2008 2007
CZK'm CZK'm CZK'm CZKm CZK'm CzZK'm CzZKm CzZKm CZK'm CzZK'm
Remaining maturity:
Securities available
for-sale
- short terr 138 151 - - - - 138 151 - -
- long tern 1147 660 - - - 30 1098 476 49 154
Securities held-to-
maturity
- short terr 53 1166 - 733 - - 53 433 - -
- long tern 321 110 - - - - 321 55 55
Repurchase
agreement -
securities held-to-
maturity
- long tern 1349 1334 - - - 667 1349 667
In 2007 and 2008, there was no impairment of imaest securities.
INTANGIBLE ASSETS
2008 2007
CZK'm CZK'm
Software
At 1 Januar
Cost: 92 85
Accumulated amortisatic (82) (68)
Net book amount 10 17
Year ended 31 Decemb
Opening net book amot 10 17
Additions 8 7
Amortisation cost (11) (14)
Closing net book amount 7 10
At 31 Decembe
Cos 100 92
Accumulated amortisatic (93) (82)
Net book amount 7 10
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EQUIPMENT
Tangible
assets in tr
Office Motor- course @
Buildings equipment vehicles construction Total
CZK'm CZK'm CZK'm CZK'm CZK'm
At 1 January 2007
Cos - 53 5 3 61
Accumulated depreciatis - (48) (3) - (51)
Net book amount - 5 2 3 10
Year ended 31 December 20(
Opening net book amot - 5 2 3 10
Additions - 8 1 8 17
Disposal - (10) - - (20)
Net change in accumulat:
depreciatio - 4 (1) - 3
Closing net book amount - 7 2 11 20
At 31 December 200
Cos - 51 6 11 68
Accumulated depreciatit - (44) (4) - (48)
Net book amount - 7 2 11 20
Year ended 31 December 20(
Opening net book amot - 7 2 11 20
Additions - 11 2 3 16
Disposal - (10) 1) (13) (24)
Net change in accumulat:
depreciatio - 2 - - 2
Closing net book amount - 10 3 1 14
At 31 December 200
Cos - 52 7 1 60
Accumulated depreciatis - (42) (4) - (46)
Net book amount - 10 3 1 14
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OTHER ASSETS

Insurance benefit receivable from EC

Receivable from services provided to clients ratatb busines
Receivables - state subs

Prepayments and accrued inc«

Other receivable

Remaining maturity:
Short-term other ass:
Long-term other ass¢

2008 2007
CZK'm CZK'm
- 78
17 -
100 69
23 32
- 1
14C 18C
14C 16€
- 14

The Bank did not recognise any new insurance claoeivable from EGAP in 2008
(2007: CZK 0 million). These receivables are alsshed as soon as all contractual

obligations are met.

FINANCIAL LIABILITIES HELD AT AMORTISED COST

Deposits, loans and other financial liabilitiesaatortized co:
Deposits and other financial liabilities at amagtizzost due to banks

Deposits and other financial liabilities at amagtizcost due to clients
Other undifferentiated financial liabilities at artived cost
Issued bonds at amortized cost

Total financial liabilities at amortized cost
Remaining maturity:

Curren
Non-curen

2008 2007
CZK’'m CZK'm
10 77: 7 96¢
8 105 5911
2636 1985
30 68
28 475 23 455
39 246 31 41¢
15 38: 7 662
23 864 23 757
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YEAR ENDED 31 DECEMBER 2008

FINANCIAL LIABILITIES HELD AT AMORTISED COST (conti

To banks

Short term deposits recei\
- fixed interest rate
- variable interest rat

Borrowings
- fixed interest rate

Total financial liabilities at amortized cost due b banks

Remaining maturity:
Curren
Non-curen

To clients

nued)
2008 2007
CZK'm CZK'm
309 516
1578 1486
1887 2 002
6218 3909
6218 3 909
8 105 5911
6076 3622
2 02¢ 2 28¢

Escrow deposits are deposits from clients as a froash security to credit lines given.

Current accoun
- fixed interest rate
- interest free depos

Term deposit
- fixed interest rate

- variable interest rat

Escrow accoun
- variable interest rat

Other short term liabilitie
- fixed interest rate
- interest free liabilitie

Total financial liabilities at mortized cost due toclients

Remaining maturity:
Curren
Non-curen

2008 2007
CZK'm CZK'm
242 136
386 413
628 549
153( 622
- 54
1530 677
446 744
446 744
22 3
10 12
32 15

2 636 1985
2 26¢ 1 24¢
367 737
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YEAR ENDED 31 DECEMBER 2008

FINANCIAL LIABILITIES HELD AT AMORTISED COST (conti  nued)

Undifferentiated
2008 2007
CZK'm CZK'm
Miscellaneous payables - purchase of properties 2 7
Insurance premium due to EGAP 3 46
Deposit Insurance Fund 2 1
Legal services 4 -
Other payable 2 -
Payables from social expenses 2 2
Due to employees 9 7
Due to social security and health insurance autiberi 3 4
Clearance account with state buc 3 1
Total financial liabilities at amortized cost (without sector differentiation) 30 68
Remaining maturity:
Short-term other ass 30 68
Debt securities in issue
type of
Currency Issued Maturity rate 31 December 2008 31 December 2007
CZK'm % CZK'm %
CzK 11 July 2000 11 July 2010 FIX 5697 6,95( 5645 6,95(
uUsD 24 May 2002 24 May 2009 FIX 7007 5,75(C 6 519 5,75(
uUsD 5 November 2003 5 November 2008 FIX - - 2724 3,75(
EUR 23 May 2007 23 May 2016 FLOAT 3229 4,97¢ 3204 4,67¢
EUR 23 May 200 23 May 201. FLOAT 1 34 4,96¢ 133t 4,664
EUR 23 August 2007 23 August 2012 FIX 1370 4,682 1354 4,68
EUR 23 November 2007 23 November 2012 FIX 1352 4,35/ 1337 4,35¢
EUR 23 November 2007 23 November 2017 FIX 1352 4,55t 1337 4 55¢
EUR 31 January 2008 31 January 2011 FIX 2509 3,86( - -
EUR 13 June 20C 13 June 201 FLOAT 1 34z 5,27( - -
EUR 15 September 20! 15 September 20. FLOAT 1 90¢ 5,36¢ - -
EUR 15 September 2008 15 September 2012 FLOAT 1 3645,38¢ - -
28 47" 23 45t
Remaining maturity:
Current 7 007 2724
Non-curent 21 468 20731
Unlisted bonds have a total face value of EUR 5Qlioni and were issued on

13 August 2007 (due date 13 August 2012). All othmrds are listed.
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FINANCIAL LIABILITIES HELD AT AMORTISED COST (conti  nued)
Debt securities in issue (continued)

Bonds issued in 2000 with a total face value of G800 million are listed at the Prague
Stock Exchange.

Bonds issued in 2002 with a total face value of USED million and individual bonds
issued in 2007 and in 2008 are listed at the LuwamipStock Exchange.

OTHER LIABILITIES

2008 2007
CZK'm CZK'm
Accruals and deferre 17 10
Deferred incom 9 7
Accrued expens 8 3
Provision for social expens - 2
Foreign exchange differences from spot opera 2 -
Miscellaneous payabl 1 16
20 28
Remaining maturity:
Short-term other liabilitie 8 22
Long-term other iabilitie 12 6
PROVISION FOR LONG-TERM EMPLOYEE BENEFITS
Note 2008 2007
CZK’'m
Provision for employment benefits
At 1 January 5 -
Additions to provisio 1 5
Usage of provisia (4)
At 31 December 2 5
Provision for guarantees given
At 1 January - -
Additions to provisio 15 -
At 31 December 15 -
Total provisions 23 17 5
Net creation of provisions 11 12 5
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NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2008

DEFERRED INCOME TAXES

Deferred income tax for 2008 is calculated usingxarate for years of expected use of the
deferred tax in the amount of 20% for 2009 and X6%subsequent years (2007: 21%,
20% and 19%).

The movement on the deferred income tax accowasd fellows:

Note 2008 2007
CZK'm CZK'm
At 1 January (23) 46
Deferred fee and interest income — change in amount (1) (4)
Tax non-deductible creation of allowances for Issse loans 16 (43)
Total income statement charge 12 15 47
Available-for-sale securitie
- fair value remeasurement reported in revaluatserve 26 - 1
Cash flow hedges:
- fair value remeasurement 235 (25)
- fair value changes realised to income statemnt 9 2
At 31 Decembe 23€ (23)

Deferred income tax assets and liabilities incufordtems shown below:

2008 2007
CZK'm CZK'm
Deferred income tax liabiliti¢
Accelerated tax depreciation Q) -
Cash flow hedges - (28)
(1) (28)
Deferred income tax assets
Deferred fee and interest income 4 4
Tax non-deductible creation of allowances for |ssse loans 16 -
Available-for-sale securitit 1 1
Cash flow hedges 216 -
237 5
Net deferred income tax assets/(liabilities) 236 (23)

Deferred income tax assets and liabilities areedff8nce there is a legally enforceable
right to offset current tax assets against curt@natiabilities.
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CESKA EXPORTNI BANKA, A.S.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2008

SHARE CAPITAL

Under Act No. 58, at least two thirds of the Ban&lsares must be owned by the Czech
state. The state’s share rights are executed by rfonistries (Note 1). The remaining
shares must be owned by EGAP.

Numbel  Nominal value pe Total nomina
of share share value Shart¢
# CZK'm CZK'm %
31 December 200
Czech stal 500 1 500
Czech stal 100 10 1000
Czech state total 60C 1 50( 75,C
EGAF 50 10 500 25,C
65C 2 00C 100,0
31 December 200
Czech stal 350 1 350
Czech stal 100 10 1 000
Czech state total 450 1350 73,C
EGAF 50 10 500 27,C

50C 1 85(C 100,0

* Ministry of Finance, Letenska 525/15, Praha 1
Ministry of Industry and Trade, Na FrantiSku 1G88/Praha 1
Ministry of Foreign Affairs, Loretanské nam. 101Pyaha 1
Ministry of Agriculture, ®Snov 65/17, Praha 1

RESERVES
Statutory reserve

In accordance with the Commercial Code, the Banketpiired to set aside a statutory
reserve in equity from profit or from shareholdershtributions.

Five percent of net profit shall be allocated te #hatutory reserve until the level of 20% of
share capital is achieved. This reserve can be esedsively to cover losses. The share
capital of the Bank was increased by CZK 150,000,690 CZK 2,000,000,000 during
2008. The statutory reserve is to be increase® @0% of the share capital from the profit
distribution of the year 2008.
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RESERVES (continued)
Revaluation reserve

Revaluation reserve on available-for-sale securit®e

Note 2008 2007
CZK'm CZK'm
At 1 January (5) -
Net gains / (losses) from changes in fair v 5 (6)
Deferred income tax 24 - 1
At 31 December - (5)
Revaluation reserve on cash flow hedges
Note 2008 2007
CZK'm CZK'm
At 1 January 105 15
Net gains / (losses) from changes in fair v (1 169) 122
Deferred income tax 24 235 (25)
Amount charged to income statement from e (43) 9)
Deferred income tax 24 9 2
At 31 December (863 10t

According to the approved strategy, the Bank ustsrast risk management for interest
rate swaps. Due to the recent decrease of USD dRlifterest rates, the actual fair value
of contracted swaps decreased as well, which isctefl in the negative value of the
revaluation reserve.

Export risk reserve
Export risk reserve is set aside from retained iegento cover increased expected credit

risk associated with the operation of supportedrfoing and is distributable based on the
principles approved by the Board only.
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27 CONTINGENT LIABILITIES AND COMMITMENTS

The contractual amounts of the off-balance shewtnfiial instruments that commit the
Bank to grant credit to clients and connected aeckguarantees and collaterals are

as follows:
2008 2007
CZK'm CZK'm
Credit commitments
Non-payment guarantees 2930 3578
Irrevocable commitmer 20672 18 694
Guarantees from confirmed letter of cr 68 426
Total 23 67( 22 69¢
2008 2007
CZK'm CZK'm
Accepted guarantee
Payment guarante 4 366 1272
Non-payment guarantees 62 111
4 42¢ 1 38:
Insurance with state subsidy 46 634 40 854
Insurance without state subsidy 247 138
46 88 40 99:
Collateral acceptec
Casl 508 340
Securitie 720 -
1 22¢ 34C
Securities accepted in reverse repo transac 392 -

*Non-payment guarantees are guarantees under tleécBank is liable for non-monetary

obligations of the customer.

Contingent assets (guarantees, collateral andansaraccepted) are stated at value, which
represents the expected fulfilment from contingassets by the Bank in the case of a

debtor’s failure and subsequent foreclosure.
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CESKA EXPORTNI BANKA, A.S.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2008

CONTINGENT LIABILITIES AND COMMITMENTS (continue d)

The Bank is committed to future minimum lease paysender the operating lease of its
head office building of indefinite duration and disnth notice period, as follows:

2008 2007
CZK'm CZK'm
Within 1 year 15 15

CASH AND CASH EQUIVALENTS

For the purposes of the cash flow statement, cagh Gash equivalents comprise
the following balances with less than three-mon#tumty from the date of acquisition.

Note 2008 2007
CZK'm CZK'm
Cash and balances with central b 14 442 7
Placements with other bar 15 3867 3818
4 30¢ 3 82¢

RELATED-PARTY TRANSACTIONS

The Bank provides specialised services supportipgr activities in accordance with Act
No. 58. This Act also determines the structure hed shareholders; the Bank is fully
controlled by the Czech state which owns 75% ofBlaek’s share capital directly and
25% of the share capital indirectly via EGAP, whisliully owned by the Czech state.

Related-party transactions are concluded withinmabrbusiness transactions. Related
parties are identified based on the criteria of XS

Transactions with related parties are conductethiennormal course of business. All fees
related to collaterals and guarantees receivedi dimg credit insurance premiums, are
borne by the debtors.

The volumes and outstanding balances of relatety-pransactions as at the balance sheet
date and related expense and income for the yeasafollows:
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RELATED-PARTY TRANSACTIONS (continued)

Balances with entities controlled by the same coriling entity (Czech state)

2008 2007
Balance at Balance at Balance at Balance at
December 31 January 1 Income December 31 January 1 Income
CZK'm mil. K¢ CZK'm CZK'm mil. K¢ CZK'm
Interbank deposits
Ceska narodni banka 442 4 4 371 5
Ceskomoravska zatni a
rozvojova banka, a - 131 3 131 - (2)
442 135 7 135 371 3
Purchased bond
CEZ, a. s. 50 51 2 51 - 1
Ministerstvo financCR 127¢ 47€ 31 47€ 119¢ 18
1326 527 33 527 1194 19
Accrued receivable
from insurance claims
EGAP, a.< - 78 - 78 328 -
Advance for rent-related
services
EGAP, a.s. 3 3 - 3 3 -
Total 1771 74¢ 40 74% 1 891 22
2008 2007
Balance at Balance at Balance at Balance at
December 31 January 1 Expense December 31 January 1 Expense
CZK'm mil. K¢ CZK'm CZK'm mil. K¢ CZK’'m
Amounts due to client:
EGAP, a.s. 724 520 (25) 520 257 (12)
Skoda Praha, a.s. - - - 8 -
Skodaexport, a. - 661 - 661 52¢ 104
Technoexport, a.s. 1 1 - 1 - -
725 1182 (25) 1182 794 93
Insurance payable
EGAP, a.s - 46 - 46 127 -
Total 72E 1 22¢ (25) 1 22¢ 921 93
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YEAR ENDED 31 DECEMBER 2008

RELATED-PARTY TRANSACTIONS (continued)

Balances with entities controlled by the same comtiling entity (Czech state)
(continued)

2008 2007
Balance at Balance at Balance at Balance at
December 31 January 1 Income December 31 January 1 Income
CZK'm mil. K¢ CZK’'m CZK'm mil. K¢ CZK'm

Commitments and guarantee:
given

Skodaexport, a.s. - 2 347 - 2 347 1813

Technoexport, a.s. 2 4 - 4 -
Total 2 2 351 - 2 351 1 81: 7

Movements on the Czech state subsidy account élodses arising from and covered by
the Czech state are disclosed in Note 8.

Remuneration of Board of Directors and SupervisoryBoard

2008 2007
CZK'm CZK'm
Short term employee benefits (financial and company kispefi 25 15
Remuneration and short term benefits of Supervisory Boardbars 3 2
Total 28 17

The top executive team comprises 5 members of dadof Directors and 4 members of
the Supervisory Board.

The year-on-year increase in management benefitgaissed in particular by the
organisational changes made during 2008.

RECONCILIATION OF SELECTED ITEMS

A change in the write-off of receivables procesd #me related estimate of the related
allowances created in connection with EGAP insuganeceived was made in 2008.
Consequently, the Bank recognised additional inctareexpense. Due to this change, the
Bank’'s tax payable for 2007 increased by CZK 30,000 and for 2006 by CZK
43,000,000. The correction in the total amount 2K@ 3,000,000 was recognised in these
financial statements as a correction of tax expérsine years 2006 and 2007.
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RECONCILIATION OF SELECTED ITEMS (continued)

The commitment fee of CZK 27,000,000 recognisedd@? arising on loan commitments
was reclassified from Fee and commission inconieteyest and similar income.

Reconciliation of selected Income statement items

2007 2006
Originally Change Restated Originally Change Restated
CZK'm CZK'm CZK'm CZK'm
Interest and similar income 1353 27 1380
Fee and commission income 64 (27) 37
Income tax expense 40 30 70 34 43 77
Profit for the yee 11C (30) 80 99 43) 56

Reconciliation of selected Balance sheet items

2007 2006
Originally Change Restated Originally Change Restated
CZK'm CZK'm CZK'm CZK'm
Current income tax assets 31 (31) - - - -
Deferred income tax assets - - - 46 - 46
Total asset: 34 315 (31) 34 284 25675 - 25675
Current income tax liabilitie 0 37 37 40 43 83
Deferred income tax liabilities 18 5 23 - - -
Total liabilities 31546 42 31588 23101 43 23144
Retained earnings 112 (75) 37 101 (45) 56
Other special fur
Total equity 2769 (73) 2 696 2574 (43) 2531
Total liabilities and equity 34 315 (31) 34 284 25675 - 25675

Reconciliation of selected Statement of changeseaquity items

Retained earnings Export risk reserve Total

Originally ~ Change Restated Originally ~ Change Restated Offigina Change Restated

CZKm CZK'm CZK'm CZKm CZK'm CZK'm CZKm CZK'm CZK'm

At 1 January 200€ 33 (2) 31 227 2 229 2 459
Net profit for the year 99 (43) 56 - - - 99 (43)
Total recognised incor 99 (43) 56 - - - 118 (43)
At 31 December 200 101 (45) 56 238 2 240 2574 (43)
At 1 January 2007 101 (45) 56 238 2 240 2574 (43)
Net profit for the ye: 11C (30) 80 - - - 11C (30)
Total recognised income 110 (30) 80 - - - 195 (30)
At 31 December 200 112 (75) 37 337 2 339 2769 (73)

2459
56

72
2531

2531

80
165

2696
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YEAR ENDED 31 DECEMBER 2008

SUBSEQUENT EVENTS
There were no events, which have occurred subsedaethe year-end until the date

of preparation of the financial statements, whicbuld have a material impact on the
financial statements of the Bank as at 31 Decerp0@8.

Date of preparation:
13 March 2009

Signed on behalf of the Board of Directors:

Lubomir Pokorny
Chairman of the Board of Directors and General Mjana
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PROWAERH0USE CoPERS B

PricewaterhousaCoopers Audit, 8or.o.
Kabefinska V466
12000 Prague 2

Czech Republic
Telephone +420 251 151 111
Facsimile +420 251 156 111

INDEPEMDENT AUDITOR'S REPORT

TO THE SHAREHOLDERS OF CESKA EXPORTNI BANKA, A.S.

We have audited the accompanying financial statements of Ceska exportni banka, a.s.
{“the Bank™), which comprize the balance sheet as at 31 December 2008, the income
statement, statement of changes in equity and cash flow statement for the year then
ended and notes, including a summary of significant accounting policies (“the financial
statements”). Details of the Bank are disclosed in note 1 to these financial statements.

Board of Directors' Responsibility for the Financial Stafements

The Board of Directors is responsible for the preparation and fair presentation

of the financial statements in accordance with International Financial Reporting Standards
as adopted by the EU. This responsibility includes: designing, implementing and
maintaining intermal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or emor;
sebecting and applying appropriate accounting pelicies; and making accounting estimates
that are reasonable in the circumstances.

Auditor's Responsibility

Owr responsibility is to express an opinion on these financial statements based

on our audit. We conducted our audit in accordance with the Act on Auditors

of the Czech Republic, International Standards on Auditing and the related application
guidance of the Chamber of Auditors of the Czech Republic. Those standards require
that we comply with ethical requirements and plan and perfonm the audit to obtain
reasonable assurance whether the financial statements are free from material
mizstatemenit.

PricewatertoussCoopers Audll, 5.r.0, registensd seat Kabefinska $0ME5, 120 00 Frague 2, Crech Republic, denttication Numiber:
407ES521, repister=d with the Commercial Regisier kept by the Municipal Court in Pragues, Seclion C, insert 3637, and In the Register of
Audit Companies with the Cramber of Audion of e Crsch Repusiic under Licence Mo 021,

& 2105 Pric ewaberhoussCoopers Audlt, 5.ro Al dghis Friv s eCoopers” refers bo fhe Cxech finm of
PricewaterhouseCoopers Audll, 5.r.00 or, as the context requires, the neteork: of member imes of Pricewaterhous=Coopers Intemational
Limited, each of which Is a separaie and Independent egal endty.
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PROWAERH0USE CoPERS B

Shareholders of Ceska exportni banka, a.s.
Independent auditor's report

Auditor's Responsibiiify (continued)

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

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

Ojpinion

In our opinion, the financial statements give a true and fair view of the financial position of
the Bank as at 31 December 2008, itz financial performance and itz cash flows for the year
then ended in accordance with International Financial Reporting Standards as adopted

by the EU.

13 March 2009

.'I:.‘.._-I f___' v, 1, _.J_J.I |f¥ :
{ flothd/is fortnd DT A 1A
/

PricewaterhouseCoopers Audif, a.r.o.
represented by partner

Pefr KFiz
Auditor, Licence No. 1140

Hols

Dur report has be=en prepared in Czech and in Engilsh. In &1 maers of interpretafon of Information, views or opinions, e Crech werslon of
our report fakes precedence over e English version. {2}
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