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A. Statement of the Chairman of the Board of Directors

The volume of newly signed financial agreementstiier support of activities pursued by
Czech exporters and investors as well as theirmat®nal partners in the form of , guarantees,
and other products of the Czech Export Bank reaeh@dst CZK 20 billion in 2007. Almost
87% of new financial commitments represented digbport extended to foreign trade
transactions (i.e. export credits, guaranteesnéimegy of investments). The balance of 13% of
the volume of the newly signed credit agreemenitseé to the financing of production for
export, which confirms the continued high level ioferest on the part of exporters in
comprehensive financing of their export projectd #me bank’s capability of satisfying such
interest. Compared to 2006, the Bank’s balancetdbéad increased by nearly 34% to CZK
34.3 billion.

When comparing the Bank’s results for the last yeitin those of 2006, it can be noted
that the number of transactions financed by thekBaoreased from 87 to 116, the credit
portfolio volume went up from CZK 20 billion to jubelow 24 billion, and the number of
employees increased from 115 to 116. These deveoiarhave also been accompanied by
portfolio diversification in terms of the size sahsactions. While in the past it has often been
the case that 3 individual loans represented nmuae 50% of the total volume, 60% of the
volume was distributed over 12 credit agreemeng0yv.

The requirements of Czech exporters are incregsuligbcted towards the preparation of
more structured and sophisticated operations amadsdctions. This is related to the
stabilization in the business and banking sectobath the Czech Republic and the export
destination countries, as well as to the increasitgrnational competition. Nowadays it goes
without saying that an offer for a high-quality idety is accompanied by an offer for optimum
financing, of which the buyer is benefiting as wé&t a number of cases, the Czech Export
Bank now arranges for these transactions undertaathyiadvantageous cooperation with the
commercial banking sector.

The Bank currently provides export financing fornuestic companies selling their
products to 30 countries around the world. An iasheg share goes to Russia and other
countries of the former Commonwealth of Independgtattes. Major export transactions in
Turkey and China, Bulgaria, Montenegro, Georgi&i$tan or Mongolia were financed by the
Bank. Engineering technologies, especially enengg engineering lines for the particular
industrial sectors, account for the largest shédrthe® exports financed by the Czech Export
Bank. There are also some new phenomena consistifigancing of investments abroad
when the Czech capital seeks higher profitabilftgroin distant countries, particularly in Asia,
as well as transactions in which the Czech exp@t¢s as the general contractor for more
sophisticated units, such as infrastructure-relptegects or extensive developer activities.

The state support for exports in the Czech RepuBlia fully operational and well-
designed system; this is manifested not only byclbse cooperation between the Bank and
other institutions involved in entrepreneurship gup, but also by the increasingly stronger
cooperation between the Bank and the Export Guaeaawhd Insurance Corporation (EGAP).
In general, | am pleased to be able to state thdth-its activities in 2007 — the Czech Export
Bank has once again contributed to keeping up tbenemtum of the Czech exports as a
significant element influencing the positive deyeteent of the entire economy and playing, at
the same time, an important role in stabilizingehgloyment and social domain.

Ing. Josef Tauber
Chairman of the Board of Directors and Chief Exeeu©fficer
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Statement of the Chairman of the Supervisory Board

The Czech Export Bank focuses on the segment ahdial services provided to Czech
businesses and their foreign partners in relatoth¢ export of Czech products and services.
Its activities are designed to create favourableditons for both parties of the trade
relationship in terms of both the maturity periatiahe price. All this takes place under the
generally accepted international terms and conwitido which the Czech Republic has
committed itself in the field of financial expongport. Thanks to its abundant experience with
the financing of the largest foreign trade transast carried out by Czech exporters, and also
with the financing of export contracts for smaligojects or partial deliveries, the Bank assists
the small, medium and large Czech exporters andugers on one hand and, on the other
hand, it indirectly creates conditions for highenpgoyment and qualification development of
the domestic labour force and contributes to theeldpment of the Czech entrepreneurial
environment. It is also of great importance thastrad the Bank’s products are now extended
to the foreign customers and partners of Czech anmep under such favourable conditions,
making the Czech goods and services attractiveuality and price as well as in the cost-
efficiency and periods of financing. One of the mety frequently mentioned benefits is also
related to the fact that Czech entities are ablallmcate such quickly available funds into
further production and technological developmenit.tAese activities are carried out under
uniform international rules for public aid in tHisld.

The orientation and emphasis on the versatile eatfirthe export financing products
offered by the Bank has proven its worth in theerég/ears. This scope of the Bank’s financial
services is highly valued by the exporters as &uliseverage of their export-related financial
needs. In addition to the traditional financinggofods exports, the Czech Export Bank sees its
new role in offering a product range for infrastture and development project financing. It
currently implements a number of structured andegtdinancing models in cooperation with
its customers, making it possible to execute ptejea a much larger scale. At the same time,
the Bank develops its mission through an offeraMolirable financing products designed to
meet the intentions of Czech investors to build peaduction capacities abroad or to acquire
equity interests in such companies.

In 2007, the Bank has also continued in its uswattce to assess the customer’'s and
supplier's risks carefully. It successfully managésl transition to the long prepared risk
management system known as Basel Il.

At present, the Bank is facing a new challenge w hw further extend and improve the
quality of its activities. We are evaluating oumperence from abroad, seeking feedback with
the Czech Chamber of Commerce and the Confederafidmdustry of the Czech Republic,
and we are holding a dialog with other bankingiinsbns. We would like to translate the
results of this discussion into new products amea organizational structure of the Bank as
soon as possible.

Doc. Ing. Vaclav Péicek, CSc.
Chairman of the Supervisory Board



B. Profile of the Czech Export Bank

1. Shareholders and Share Capital

The Czech Export Bank (hereinafter the “CEB”) wasrfded by way of its Articles of
Incorporation on 22 December 1994. Its currentedm@ders are as follows:

The State, holding 73% of shares; its shareholdgrts are exercised by the following
organizations:

The Ministry of Finance

The Ministry of Industry and Trade

The Ministry of Foreign Affairs

The Ministry of Agriculture

and the Export and Guarantee and Insurance Comotatlding 27% of shares.

The CEB was established on the day of its entry the Companies Register of 1 March
1995 and its registered office is at Prague 1, ¥amia 34/701, postal code 111 21. Telephone:
+420 222 843 111, Fax: +420 224 211 266 and E-ncait@ceb.cz. It is entered in the
Companies Registered administered by the Munio@lrt in Prague, Section B, File No.
3042.

Registered capital CZK 1,850,000,000
(in words: one billion eight hundred and fifty nolh Czech crowns),
Shares 150 pcs. registered common shares with a inabmvalue of
CZK 10,000,000 in book-entry form

350 pcs. registered common shares with a nominaéva CZK 1,000,000
in book-entry form

2. Business Activities

The CEB began to act as a bank subject to a licssoed by the Czech National Bank on
6 February 1995, and amended by the Czech NatB®aak on 27 June 1996. Presently, the
CEB acts under a banking licence issued by the IC2¢ational Bank under Ref. No.
2003/3966/520, dated 19 September 2003, which bedagally enforceable on the same date,
and an amended banking licence issued by the Ciational Bank under Ref. No.
2003/4067/520, dated 30 September 2003, which bedagally enforceable on 2 October
2003. The banking licence replaced the originaree, under which the CEB was allowed to
act as a bank. By way of its decision of 16 Decar205, Ref. No. 2005/3982/530, which
became legally enforceable on 10 January 2006C#eeh National Bank extended the scope
of business activities performed by the CEB. AShtDecember 2007, the CEB performed
banking services pursuant to Act No. 21/1992 Colh,Banks, as amended, in the following
scope:

a) Acceptance of deposits from the general public;
b)  Provision of credits;

c) Payment system and clearing;

d) Issuing of guarantees;

e) Opening of letters of credit;

f) Collection of payments;



Trading on its own account or on clients’ acddarforeign currencies and in gold to the
extent of:

¢)

- Trading on its own account in pecuniary means demat@d in foreign currencies;

- Trading on its own account in negotiable securisssed by foreign governments;

- Trading on its own account or on clients’ accoumtthe rights and obligations
appraisable in money that derive from the abovetimeed foreign currencies;

- Trading on its own account in foreign bonds;

h)  Investing in securities on its own account ® éxtent of:

- Negotiable securities issued by the Czech Reputhlee,Czech National Bank and
foreign governments;
- Investing in foreign bonds and mortgage bonds;
- Investing in securities issued by legal entitiethwegistered office in the territory
of the Czech Republic;
Provision of banking information;
)] Provision of consulting services with respectcapital structure, industrial strategy and
related issues, as well as provision of advisonyises and services with respect to
mergers and acquisitions of companies;

k)  Activities that are directly related to the adies mentioned in the CEB’s banking

licence.

3.  Position on the Local Banking Market

From the point of view of the total assets, the GERB bank that now holds close to 1%
of the aggregated assets of all commercial bankth M¢ product range based on its narrow
specialization as a bank designed, under the ptatexport policy, to finance exports with
state support allowing to take full advantage ef plossibilities that are offered for this field by
international agreements, the CEB differs signiftbafrom other commercial banks. Its sphere
of activity consists in providing export financimgth state support (hereinafter the “supported
financing”), in particular as regards long-termdite denominated in foreign currencies. In this
field, the CEB occupies a much more significant ifpms compared to large banking
institutions that are mainly active on the domestarket.

2006 2007
31 Decembe‘in CZK million) Banks CEB Share Banks CEB
total (in CZK of CEB total (in CZK Share of
(in CZK L iion) (in CZK L iion) CEB
million) million)
Total assets 3,132,514 25,675 0.82% 3,717,106 34,315 0.92%
of which: f?gr?*noci;ser”l;alr?l?sns to and other receivabjes 371,849 12385  3.339 449,862 11,223 2 abos
Loans and other receivables from clients 1,268,65 9,009 0.71% 1,785,838 17,671 0.99%
of which:  in CZK 1,072,015 42 0.00% 1,553,834 404 0.03%
in FX 191,639 8,967 4.68p6 232,004 7,268 7.44%
of which:  for current assets,
export, import, 41,848 7,981 19.079 51,497 11,212 21.7f%
inventories

Source: CNB bank statistics and CEB



The individual parameters describing the activitpesformed by the CEB can be

compared with similar parameters achieved by dbheks active on the Czech banking market
based on the data, which the banks are obligedstdode pursuant to Decree No. 123/2007
Coll., on Prudential Rules for Banks, Credit Unicasd Investment Firms. Based on the
selected disclosed data, the CEB ranks as follomang the 17 banks monitored:

The CEB is a medium-sized bank compared to ther dihweks. It ranks 12from the point
of view of the total assets, with a leading positeanong the last third of the banks that can
be compared based on the disclosed data.

However, it ranks third as regards the value oé@sger employee.

When comparing the administrative costs per emg@pye ranks at position 9 and is

CZK 250 thousand below the average level of thisapater provided by the banks

monitored. It is thanks to the relatively low adistrative costs that the CEB achieves the
second place in the ratio of asset value and dniigstrative costs.

The CEB ranks 1 among the banks monitored as regards the profiepmloyee. The
level of the generated profit does not constitute of the strategic indicators used to
evaluate the Bank’s performance. A priority for #f@reholders’ assessment of the CEB is
the extent and quality of the supported financingd eelated services provided by the Bank.

When comparing the level of direct expenses perl@yep, the CEB ranks seventh, only
slightly above the average among the 15 banks,hwiriovided these data. In this context,
it is essential to point out that this indicatom#uenced by the fact that the CEB does not
have any counters and has a low share of low-dkéiaployees.



C. Report of the Board of Directors on Business Activies of the
Czech Export Bank and on its Assets in 2007

l. Meeting the Defined Objectives

1. Factors with significant influence on the Bank’s atvities

The Czech Export Bank (hereinafter the “CEB” or tBank”) was established in order
to take advantage of the possibilities of statepstpin export financing, while respecting the
international rules.

1.1. Development of Czech exports

The crucial factors affecting the CEB’s activitea® the dynamics of the Czech exports
as such, changes in their structure, the intefeSzech exporters in certain territories as well
as the export development in those commodity groump#hich supported financing plays an
essential role as regards the execution of businassactions.

Export is a macroeconomic indicator; in 2007 it iagad the best results ever
throughout the history of the independent Czech uRkp Overall it jumped from
CZK 2,145 billion in 2006 to CZK 2,466 billion, i.a year-on-year increase by 15%.

The commodity group, which contributes the mogh®current dynamics of the Czech
exports, is the group of machinery and transpauipggent, which raised its share in the total
Czech exports to 54.0% compared to 53.2% in 200& &lso this commodity group that
constitutes the key segment for the Bank’s acesitand for the entire supported financing,
particularly for those subgroups, in which it istvally impossible and unimaginable to export
anything without secured financing, especially iadiim and long term. These groups include
SITC 71 — Power generating machinery and equipraedtSITC 72 — Specialized industrial
machinery. The share of both these commodity granpbe total Czech exports remained
practically at the same level in both 2006 and 2@G/for SITC 71, it accounted for 3.0% in
both reporting years; as for SITC 72, its sharedased by 0.1 p.p. to 3.2% in 2007.

There have been no major changes in the year-anegsaparison from the territorial
structure point of view. The economy has reportetharease in the share of goods exported to
former CIS countries, which was the highest amdrmgspecified groups, as well as increased
shares of developing countries and partially alg@iocountries. The shares of these above-
mentioned groups of countries showed a year-onipeagase, and it is exactly these groups of
countries which stand in the centre of the CEBterdgion when providing supported financing.

Selected characteristics of the territorial streetof the Czech exports are shown below

2006 2007
Border countries with the Czech Republic 51.0% 50/5%
Top 10 countries with the highest share in exports 75.4% 75.1%
EU 15 countries 65.6% 64.1%
EU 25 countries 83.9% 83.5%
EU 27 countries - 85.1%
Former CIS (Commonwealth of Independent States) cesnt 3.5% 3.8%
European transitional countries 2.6% 0.8%
Developing countries 3.3% 3.5%
Other countries (with centrally controlled economy) 0.5% 0.6%
Developed countries outside EU 6.1% 5.9%

Source: Czech Statistical Office



Czech exports by country groups according to OECD
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1.2. Development of CZK/USD and CZK/EUR exchange rates

One of the important factors influencing the CEB&ivities primarily in the financial
aspect is the development of the exchange rateeo€zech crown against the U.S. dollar and
the euro, i.e. the contractual currencies accogritn more than 98% of the credit portfolio as
at 31 December 2007. Both currencies have depeecagainst CZK during 2007 at practically
the same pace as in 2006. The impact of the exeheatg proved to be crucial during 2007
since it prevented an even more substantial iner@aghe credit portfolio and reduced the
value of certain other financial indicators.

Development of the foreign exchange rates
USD and EUR in 2006 and 2007
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1.3. Development of interest rates

The activities of the CEB, particularly the devetlmmt of its economic indicators, are
also affected by the trends in exchange rates.JIRR fixed interest rate or CIRR-derived
floating interest rate are the most frequently usgds in the conditions of the CEB. As much
as 78% of all credits provided by the CEB as aD&tember 2007 were associated with such
interest rates. Since this is a fixed interest katkd throughout the entire credit repayment
period, the development of the CIRR interest rasesery important for the total interest
income. Their development trend was characterizgdabfurther increase of the EUR-
denominated CIRRs as already shown during 200&dban their record level in the latest
five-year history, which was reached in mid-2007.skght decrease was reported in the
second-half of 2007. The USD-denominated CIRRs meadaat their high 2006 levels during
the first 9 months in 2007, to then start decrepginthe last quarter of 2007 only. Since the
share of new credits provided in USD as the cotiedcurrency and with a fixed interest rate
is rather insignificant, it does not have such mpact on the CEB’s financial results as the
development of the EUR-denominated CIRRS.

Development of the CIRR fixed interest in 2006 and 2007
(maturity of credits 5 — 8.5 year)
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Source: OECD

Floating reference interest rates experienced dasiglevelopment in 2007. The share
of credits granted under floating interest ratesaa81 December 2007 remained virtually
unchanged in comparison with their share one yadree (with a year-on-year decrease by
2 percentage points). The increase in the EUR-deraded floating reference interest rates had
some influence on the total interest income; howetles impact was much weaker than the
increase of fixed CIRRs has had and will have @fthiure.
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Development of three months’ floating reference
interest rate in 2006 and 2007
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1.4.International cooperation

In 2007, as in the previous years, the CEB alstiggaated in the activities of key
institutions, which deal with international ruleser fofficially-supported export financing,
namely the working groups for export credits of @ECD and the Council of the European
Union. This ensures that any amendments to thése ane always consistently applied by the
CEB in favour of Czech exporters, and that inteomal obligations are met. In 2007, both
institutions focused their activities, among othieings, on the compliance with the stricter
rules for combating bribery in international busigetransactions, on new rules for
environmental protection in export projects, on itbgulation of export financing provided for
exports to low-income countries in accordance whthIMF requirements, and on easing down
the requirements for financing of local costs ie importing country.

As far as inter-bank cooperation is concerned QB8 continued to extend the number
of partner banks by establishing new correspondelationships with selected financial
institutions in the target countries of Czech expoNew cooperation agreements as well as
new framework credit agreements have been signgdmany of these banks, particularly in
the former CIS countries, creating the necessagggoditions for the subsequent support of
exports to these countries.
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2. Selected Financial Indicators

Unit 2007 2006
Financial Results
Net interest income CZK million 6 -70
Net income from fees and commissions (incl. sulsidi CZK million 296 323
Net income from financial operations CZK million 52 68
Impairment losses CZK million 0 -1
Total operating expense CZK million 204 187
Income tax expense CZK million 40 -34
Net profit CZK million 110 99
Balance sheet
Total Assets CZK million 34,315 25,675
Due from customers CZK million 17,671 9,009
Due from banks CZK million 11,223 12,385
Client deposits CZK million 1,985 1,933
Deposits of banks CZK million 5911 4,487
Bonds in issue CZK million 23,455 16,309
Total equity CZK million 2,769 2,574
Ratios
Return on average equity (ROAE) % 4.1 4.07
Return on average assets (ROAA) % Q.37 0.41
Capital adequacy (according to CNB) % 48.84 67.45
Assets per employee CZK thousand 295,821 221,335
Administrative expense per employee CZK thousand 522, 1,430
Net profit per employee CZK thousand 946 855
Other data
Average number of employees employeesg 116 115
Guarantees provided CZK million 4,004 2,946
Credit commitments CZK million 18,694 13,245
Rating — long-term liabilities
Moody's - Aal Aal
Standard & Poor’s - A A-
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3. Business Results

The development and performance indicators of taekBas a financial institution
specialized exclusively in state-supported expo#rfcing reflect and are fully dependent on its
very narrow business activities. These activitieastst in the Bank’s ability to provide the
exporters with such structure of financing optidmstheir export transactions, which will put
them on an equal footing with their foreign comimet as regards the security of financial
resources, thus reducing the competition to thedwst product range offered for the most
affordable prices, with the highest quality and shertest delivery terms possible.

The Bank considers its 2007 business results o deccess. The total volume of credit
financing and guarantee bond contracts conclud@@@7 amounting to CZK 19,415 million is
practically equal to that achieved in 2006. Abdirar from the development of the CZK
exchange rate against USD and EUR as the mainambnturrencies, the 2006 result was
exceeded.

From the point of view of the structure of the gants signed, it can be noted that there
have been only partial changes to the shares ohtliddual financing product used. The total
ratio between the credit financing contracts anel gnarantee bond contracts remained the
same in a year-to-year comparison.

Volume of supported export financing by types of pr oduct
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42% |
50%+" O 2006

0 2007

40%-
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20%-

4% 4% |

1%

Refinancing  Supplier's export Buyer's export  Financing of Production for Guarantees
investment export credits
abroad

The mission of the Bank since its establishmentdess to provide export financing to
Czech exporters in compliance with the rules regaeby developed countries when providing
medium and long-term export credits in accordanitk the OECD guidelines, and to provide
additional financial services to complement thaficing of export business transactions in a
suitable manner. The Bank thus offers a complexyganf banking services, enabling the
exporters to bring their products to foreign maskenhder the same conditions as those
applicable to their competitors. An important featwof the Bank’s mission is primarily
providing the financing for exports to countriegwa higher and high political and commercial
risk. The degree of such risk for the individualoties is classified by OECD and updated
regularly on an annual basis. This is essentighaiicular, when minimal insurance rates are
determined for insuring of export credit risks.
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The 2006 development trend of the territorial duee of the executed contracts
continued also in 2007. There was an ongoing higgrest in the financing of exports to the
former CIS countries, and in particular to the Rars$-ederation. On a year-to-year basis, the
volume of the executed credit agreements relateaports to the Russian Federation increased
from CZK 8,086 million to CZK 10,860 million, i.&y as much as one-third, and accounts for
56% of the total volume of the signed credit agreets. A more significant year-to-year
increase is also apparent in the volume of expatits related to other countries, which
include mainly countries with centrally controlletonomies. This reflects the success of
Czech exporters on the markets in countries sudfieieam or Mongolia, achieved thanks to
the state-supported export financing.

Volume of export credits by type of economy in the export target country

71%

EU countries Transitional Developing CIS former Other Advanced economies
economies countries countries countries outside EU

Note: The chart works with the country groupingplega by the Czech Statistical Office

As for the commodity structure of the executed itreagreements, the year-to-year
comparison shows only a change in the ratio betwleemrredits related to the export of power
generating machinery and equipment (engineeringlgaader SITC group 71) and specialized
industrial machinery (SITC 72), which comprisesegrated technological units including
engineering activities.

When comparing the shares of both these commoditypg in the total volume of the
credit agreements executed in both 2006 and 2@Av¢can see that their shares have remained
practically at the same level. The shares of otbenmodity groups prove that the Bank is able
to finance the exports of virtually any kind of gisp but capital goods will always have a
dominant position.

In 2007, the Bank has once again confirmed thelreht of its mission consisting in
the financing of exports of predominantly investitagriensive goods to countries with a higher
or high territorial risk, which — in many instancess too high for commercial banks or is not
consistent with their strategy on the Czech market.
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Volume of supported export financing by commaodities
(according to SITC)
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The Bank provides state-supported export finangrafucts and services related to
export financing to a broad range of Czech expsntegardless of their size. Similarly to other
developed countries, the export target countriestifi® Czech SME’s are primarily the
neighbouring countries of the Czech Republic. Thesentries, unlike the structure of the
entire Czech exports, are not crucial for the CEBvaies from the territorial point of view.
The state export support is used by exporters pnegmtly in those regions, for which the
Bank is particularly intended, i.e. in countriesttwhigher and high risks related to export
financing. Such risks are often faced by the exggerto less developed countries and to remote
markets. The Bank provides them with the abilityfittance exports also to such countries,
since commercial banks, when providing their s&wjdake strongly into account the related
credit risks and restrict the scope of their conuiatipolicy accordingly.

SME share in CEB activities Volume of executed Credit situation
Figures in CZK million contracts

2006 2007 2006 2007
Total CEB 19,933 19,415 17,797 23,824
Including: SMEs 1,19( 4,972 927 879
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4. Development of the Credit Portfolio Situation and Sucture

The volume of credits provided by the Bank as aD&tember 2007 increased, based
on a year-to-year comparison with 2006, by CZK 8,0@llion to CZK 23,824 million. The
development of EUR-denominated credits shows gstiseng trajectory since April 2006,
which is determined particularly by the fact thihast all new credits drawn by the exporters
are in EUR. The development of USD-denominateditsathows a different trend. Given that,
in the last 3 years, the export credits and expoented production financing has been
concluded in EUR as the contract currency rathan tiSD, the level of USD-denominated
credits shows a continuous slightly declining trexsdthe respective credits are repaid step by
step.

Volume of supported export financing in EUR a USD
CZK mil.
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Such increase in the volume of credits had an itnpadhe entire structure of exports
in many dimensions.

During the year, the share of EUR-denominated tsedas gradually rising at the
expense of USD-denominated credits to such an etttentheir ratio after conversion to CZK
has been practically reversed. The shares of atlmeencies, namely CZK and GBP, are only
negligible. Jointly, they account for less than 8Ptotal credit portfolio in the long term.

Credit portfolio by currencies
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In 2007, the Bank was successful in achieving anfomal structure dominated by credits
granted directly to non-bank clients complementeith vihe financing of export-oriented
production. The Bank provided complete financing, including credits supporting the export-
oriented production.

Thanks to this achievement, the share of credastgd to non-banking borrowers has
shown a strong year-to-year increase, rising fr@80% to 74.3%. Other factors contributing to
this development were the improving creditworthgne$ non-banking clients, in particular in
the Russian Federation related to the overall impgh economic situation of the Russian
Federation as a target export country, and thetyabil the CEB to mitigate the credit risks of
non-banking borrowers.

In 2007, similarly as in the previous year, direliént credits were the products that
reported a significant growth of its share in thedt portfolio.

At the end of 2007, the Bank has also preparedpreducts such as purchase of export
receivables (with EGAP insurance) and purchasepdmr receivables under letters of credit.

Credit portfolio by types of product

63%

70%-

60%-

50%-

40%-

30%-

20%-

10%-

Refinancing Direct Direct Customers’ Direct Purchased
Suppliers customers banks (production  receivables
for exports)

Taking into account the structure of credits baseadthe initial maturity period, it
should be noted that the year-on-year increaseeitits achieved during 2007 had practically
no effect on this criterion. The share of credasihg an initial maturity period of more than 5
years maintained its leading position in 2007 amdants to 85% in the long run.
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Credit portfolio by loan maturity
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The structure of Czech exports as a whole showsdestaatures. As much as 93% of
Czech exports are headed to countries with a lomobwery high risk (categories 0 to 3 of the
OECD country risk classification). Countries witredium and high political and commercial
risk are the destination for 7% of Czech exporiy.on

The Bank continues to prove its important roleimafcing exports to countries with
increased financial risks. This can be documentethé comparison of the structure of Czech
exports in 2007 and the structure of CEB’s creditfplio as at 31 December 2007, based on
the OECD classification of the individual expontgat countries valid on the same date.

Comparison of structure of exports from the Czech R epublic and
structure of credits rendered by CEB in 2007
(OECD country risk classification)

67%

70%-

O Structure of exports from the Czech Republic
O Structure of credits rendered by CEB o
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20%- 8%
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o @@ _
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0%-
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Source: CEB, OECD and Czech Statistical Office

The year-to-year comparison was significantly ieflaed by the improved OECD risk
rate of the Russian Federation (to Category 3h@<EB’s credits provided to finance exports
to this country have the highest share among ttigidual target countries, reaching to 33.1%.

Credit portfolio by export target countries
(OECD risk classification)
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I. Financial Management, Financial Results and Develaopent of Assets
1. Assets and Liabilities

The CEB’s total assets reached the amount of CZRB1%A million in 2007, which
means a year-to-year increase by 33.7%. The bakirest structure remains unchanged in the
long run; the balance-sheet volumes are deriveu fitte long-term planned projection of the
development of the asset-side financial transastiamich is used as a guideline to adjust the
liability side of the balance sheet.

1.1. Resources

Out of the total volume of resources, own fundsesent 8.07%, while funds due to
financial institutions as well as non-banking eesitamount to 91.93%. Issues of bonds
denominated both in foreign currencies and in CzZiKdothe fundamental and long-term stable
source of financing of all CEB activities relateddxport supports. The resources obtained in
this manner and expressed in CZK amounted to 2Bi&dnband they currently cover more than
95% of the Bank’s credit activities. The CEB'’s reszes are further complemented by both
long- and short-term loans from banks in the amairdpproximately CZK 5.9 billion and
resources received from non-banking entities, @adrly in the form of term deposits of
CZK 2 billion. The volume of the shareholders’ dguof the Bank was CZK 2.8 billion
including the profit generated by the CEB. In 20@@e CEB generated a net profit of
CZK 110 million.

As far as the structure of resources is concerocechpared to the previous year, the
volume of funds obtained through issue of bondsiha®ased. During 2007, the CEB issued
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bonds in the total amount of EUR 320 million underEMTN programme in order to cover
the increased export credit demand. Additional ues® needs were complemented with
received credits and, where necessary, with bongsvon the inter-bank market. The increase
in liabilities from financial derivatives is relat@o their revaluation to fair value.

Liabilities Actual Actual Y-on-Y index
in CZK million 31 December 200131 December 20C
[Due to banks 4,481 5,9101 13114
[Due to customers 1,93 1,986 102.49
||Derivative financial instruments and other tra@dilities 5 76 1,520.0)
[Bonds in issue 16,309 23,495 143.§2
[Other liabilities 327 o 29.3p
||Pr0visions - 5 .
||Income tax payable 40
Deferred income tax liability - 18
Total liabilities 23,101 31,54¢ 136.56
Share capital 1,85( 1,850 100.40
Retained earnings 101 112 110.8p
Statutory reserve 370 37 100.0p
Export risk reserve 238 337 141.9p
||Reva|uation reserve 15 10( 666.6f
Total equity 2,574 2,764 107.58

Total equity and liabilities

The following diagram shows the structure of lidglgis and equity:

Structure of liabilities and equity

Other liabilities

0,
0.35% Equity

8,07% Due to banks

17,23%

Due to customers
5,78%

Derivative financial instruments
0,22%

Bonds in isuue
68,35%

1.2. Use of Resources

As far as the use of resources is concerned, th& mgoortant part of the assets
continues to be represented by receivables undersjowhich represent almost 70% of the
CEB'’s total assets. The total value of the creditfplio increased by 36.1% in a year-to-year
comparison. The most significant increase was dstbrin the area of long-term credits
provided to non-banking clients in accordance Wi commercial policy of CEB, with their
volume expressed in CZK growing by 98.8% year-oary@&his volume was achieved in spite
of the unfavourable development of the CZK exchamage against the currencies, in which the
credit receivables are denominated (99% of theitcpetfolio are loans provided in foreign
currencies — EUR or USD, as the case may be. Thetgeyear appreciation of the CZK
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exchange rate resulted in a drop of approx. CZK@ @illion in the volume of the credits
granted). In accordance with the expectationscaedse was recorded in the receivables under
credits provided to financial institutions wherenakt all credit transactions of a significant
volume have been at the stage of repayment.

Any temporarily free funds, which have not beenceth in credits, have been
appreciated in the inter-bank operations performedhe financial market, including reverse
repo transactions with the central bank. In thers®wf 2007, the CEB preferred to invest its
free funds in high-quality and at the same timeiitigsecurities on both the domestic and
foreign markets. In order to obtain flexible reszms to cover a part of its funding needs, the
Bank decided for repo operations with selected dtimebanks, obtaining funds against

pledged securities.

Assets Actual Actual Y-on-Y index
in CZK million 31 December 20C 31 December 20C
1 2 2/1
Cash and deposits with central bank 371 7 1.84
Treasury bills 739 0 0.0(
Due from banks 12,38% 11,223 90.6p
||Due from customers 9,009 17,671 196.1H
||Financia| derivatives 1,427 1,689 118.3p
||Investment securities 1,056 2,087 197.6[8
of which: available-for-sale 692 811 117.2(
held-to-maturity 364 1,276 350.5p

Pledged assets 0 1,334 -
[Fixed intangible assets 17 10 58.8]
||Fixed tangible assets 10 20 200.00
||Other assets 614 243 39.5
||Current income tax asset 0 31

Deferred tax asset 46 0 0.0(

The following diagram shows the structure of assets

Financial derivatives

Securities
6,08%

Due from customers

51,50%

4,92%

Structure of assets

Other Assets
4,79%

Due from banks
32,71%
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2. Profit Generation

In 2007, the CEB generated profit after tax intthtal amount of CZK 110 million.

The profit is mainly generated from net income frigas and commissions, as well as
from gains from transactions with derivatives, whare used by the CEB in order to hedge
exchange rate or interest rate risks. The amourraifit is also favourably affected by the
relatively low requirements for impairment provissodue to implemented restructuring of
classified receivables and related realisatiorodiaterals upon their write-off.

The year-on-year increase in net interest incomb oelates to higher interest
collection from transactions due to an overall giowf the credit portfolio. Another factor
contributing to the stronger interest income is thgher profitability of funds placed on
financial and capital markets. The increase inr@geexpense is caused by the need for larger
volumes of funds required to finance the growingddr portfolio and related costs incurred by
the Bank in order to obtain and maintain these $und

Losses generated from the provision of productsugported financing are covered
from the State budget, in accordance with Act N&/1995 Coll. Pursuant to that Act, a loss
consists in particular of differences between titerest income from loans provided to both
banking and non-banking entities under standardliions applied to state-supported credits
on the international markets, and the costs induimeobtaining resources on the financial
markets, as well as the costs of additional adjestsin respect of some selected credit
receivables. The CEB was entitled to apply to siibsiof CZK 242 million in 2007.

Financial results Actual Actual Year-on-year
in CZK million 31 December 200 31 December 200 index
1 2 2/1

||Net interest incor -7Q 6
||Net fee and commission inco 34 54 158.8p
Net trading incom 68 57 76.4]
State subsidy 289 242 83.7%
Loss on impaired loans -1 q 0.0(
||Operating expense -187 -204 109.0p
||Operating profit before tax 133 150 112.78

D

Net profit for the financial ye

3. Raising Funds

In 2007, funding of financial activities of the CE#as covered from resources obtained
on the financial markets in previous years as waslifrom new transactions executed in the
current year. The particular parameters of theilitgtside transactions ensure the necessary
continuity for the CEB’s financing of Czech expodsd the due repayment of any existing
liabilities by the CEB.

For the second quarter of 2007, the CEB prepatsuhd issue borrowing program, the
so-called EMTN Programme (Euro Medium Term NotegPamme), in order to cover the
growing volumes of particularly EUR-denominateddit® During the implementation of this
Programme, its key advantages were taken into atcawch as flexibility, lower time
intensity, relatively fast execution of the indiui issues, and diversification of the investor
base. Five issues of bonds in the total volume WRE320 million took place under the
approved Programme in 2007.
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The structure of the fundamental funds receivexsifllows:

* July 2000, CZK 5.5 billion, 10-year bond issue dére tocal capital market, Lead
ManagerCeska spiitelna, a.s.;

* May 2002, USD 350 million, 7-year bond issue oneinational markets, Lead
Managers: Morgan Stanley & Co. Int. addska spbitelna, a.s.

e June 2003, USD 65 million, 6-year amortised loamfDepfa Bank

* November 2003, USD 150 million, 5-year bond issuneirdernational markets, Lead
Managers: ABN AMRO Bank and Goldman Sachs

 May 2004, USD 220 million, 4-year revolving synded loan, Arrangers: Bayerische
LB and CALYON Bank

*  November 2006, EUR 75 million, 7-year bilateralideom Depfa Bank

* May 2007, EUR 120 million, 9-year bond issue oneinational markets, Lead
Manager: Morgan Stanley & Co. Int.

 May 2007, EUR 50 million, 7-year bond issue onnnétional markets, Lead Manager:
Morgan Stanley & Co. Int.

e August 2007, EUR 50 million, 5-year bond issue aterinational markets, Lead
Manager: Dexia BIL

* November 2007, EUR 50 million, 5-year bond issueirdernational markets, Lead
Manager: Goldman Sachs Int.

* November 2007, EUR 50 million, 10-year bond issuneirgernational markets, Lead
Manager: Goldman Sachs Int.

» Contracts on fixed-term deposit accounts serve gilynas a hedging instrument for
the CEB'’s credits granted

* Interbank market borrowings are used mainly to seshort-term liquidity of the Bank
4. Trading on Financial Markets

The CEB kept placing its share capital in interfbamd capital market products during
2007. The CEB followed a conservative strategy naesting its registered capital funds
predominantly in low credit risk securities accoglito the investment rating. CEB is not
focused on any active trading in securities and purghased instruments are mostly held to
maturity.

The largest proportion of the securities portfaiaepresented by investments in treasury
bonds and treasury notes and also by investmerftsergn corporate bonds denominated in
CZK. Idle funds were placed on the inter-bank markebank deposits and repo transactions
with the CNB. In the case of transactions on theribank market, the CEB acted therefore
mostly on the active side.

Temporarily free supported financing funds were aded on the inter-bank market
mostly as short-term deposits, in order to ensuee high liquidity. Short-term liquidity needs
were primarily covered from the inter-bank markdathwthe assistance of currency swaps,
where necessary. Throughout 2007, the inter-bankkehavas used to the largest extent
possible, which helped to reduce further the CEB'S of funding.

23



5. Economic and Financial Outlook for 2008
The CEB expects the following economic and finalnaiglook for 2008:

* Further consolidation and extension of a stablentlportfolio, particularly with the focus
on entities with high export potential based orompetitive export programme, which will
have an impact on the changes in the structuréefptovided credits; client credits are
expected to take the leading position in the CHRiance sheet by the end of 2008 among
the credit products offered by the Bank, and intipalar those provided to non-banking
clients with high creditworthiness rating;

« A year-on-year increase in the planned scope té stgport for exports in order to exceed
the volume of the executed credit agreements 36 &iZer the 2007 plan, i.e. to a volume
of CZK 19.5 billion;

* Entering into a higher acceptable risk rate takimg account the developments of the
competition environment, the market expectatiordsthe meeting of the objectives defined
in the 2006-2010 Export Strategy of the Czech Rkpubsing the potential scope for its
coverage by the CEB’s own funds, EGAP insurance atiter acceptable hedging
instruments, as well as by assigned appropriataloeated to export support from the
national budget (without any significant deterigyatof the credit portfolio quality);

* Increase in the share capital by CZK 150 millionthe total of CZK 2,000 million,
allowing the Bank to enter into more sophisticati@dncing structures, while respecting
the prudential rules for banks;

* Increase in the credit volume by 2.8% and creatioigditions for a slight growth of the
CEB'’s share in the volume of credits provided t® @zech commercial banks;

« A more intensive use of the available resourcemder to meet the increased needs on the
asstets-side, i.e. in the area of credits provimethe Bank;

* Improved return on equity;

» Staying within the ceiling of the funds assignedthie 2008 draft national budget of the
Czech Republic for the subsidy to cover the losmfsupported financing;

» Strict regulation of the increasing operating exgggrincluding an efficient control of the
spending, in particular as regards labour costsmmdhased goods and services. As for
depreciation of tangible and intangible assets,lamngd increase will be recorded in
connection with the development of information tealogies taking place based on the
tasks within the medium-term strategy for developtm& information systems, with the
renewal of the banking information system as ontn@fkey objectives;

* Ensuring positive financial results and profit gextion, with the available financial means
used to strengthen the export support funds inrdecae with Act No. 58/1995 Coll.;

* Due attention will also be paid by the CEB to thdESsector, which has optically only a
small share in the activities, but it should beedathat SME’s usually act as subcontractors
to the exporters, rather than the final exporteesriselves. Through pre-export credits, the
CEB indirectly supports dozens of smaller subcatdrs who are involved in the export
projects;

* As regards capital expenditures, the intentioroistart the renewal process in relation to
the main information system.
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D. Textual Part of the Annual Report

l. Risk Exposures of the Bank and Objectives and Methis of Risk
Management

The CEB'’s risk management policy is based, on @& sn the prudential rules set by
CNB as the regulator and, on the other side, agrnational standards applied in all areas of
risk management. As regards its risk managemeatCtB traditionally follows the principle
of a limited risk profile based on a system of intd limits for each type of risks and products.
The risk management process in the CEB is indepgrdall its business activities.

This process is managed by the Risk ManagementioBecThe Credit Risk
Management Division is in charge of managing creidiks associated with the individual
transactions. The task of managing portfolio-lexeldit risks, market risks, operational risks,
liquidity risks, and risks associated with the @tiem of information systems is assigned to the
Bank Risk Management Division. The risk managenpntess is supervised by the CEB'’s
Board of Directors, which is regularly informed aibthe risk exposures.

The CEB did not exceed any limit announced by tNB@s the regulator durirZp07.

1. Credit Risk

Credit risk, i.e. the risk of losses arising fromcaunter-party’s failure to meet its
commitments under the terms of a contract, baseditooh CEB becomes a creditor of the
counter-party, is managed under the following dresk evaluation system:

» Borrower risk management

- Evaluating and monitoring the borrower’'s creditwamess, defining an internal
rating (CEB does not and will not use any intemrang model to calculate the
capital requirement using the IRB method) or atlipar borrower or per ESS;

- Credit exposure monitoring; and

- Checking, monitoring and resolving any risk recblea, creating/releasing
allowances with respect of performance of the heerts commitments to the CEB.

* Transaction risk management

- Assessing and monitoring specific risks of a tratiea mainly in respect of the
quality of security, defining an acceptable leviesecurity

« Concentration risk management

- Territorial credit exposure monitoring in the indival countries from the point of
view of financial flows generated in foreign curcees and the debtor’s country, and
the distribution of such exposure among the indigldndustries and commercial
case rating groups based on the CEB’s internaigati

In order to minimise credit risks when providingpported financing, CEB uses the
standard credit risk mitigation methods, in patacuhe EGAP credit risk insurance. The CEB
does not currently use any credit derivatives toimize credit risks.

In the field of credit risks, the CEB maintains alkestablished management system
designed to monitor the state of risk exposures alaily basis and to compare them to the
limits determined by the regulator, and/or the tgvderived from the regulatory limits or from
any acceptable risk rate. In credit risk managemér CEB will continue to improve its
system for credit risk evaluation.
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Classified receivables according to the CNB metimgio

In conducting regular business, losses inevitabigeafrom credits and other credit
facilities if they become partially or fully uncelitible. Where a loss or default risk is
identified, receivables are grouped into respectimgegories of classified receivables. The
identified amount of loss is recorded as an expensige form of a provision or an allowance,
resulting in a decrease of the accounting valubeftespective category of receivables.

Since no loss or default risk was identified inatigin to off-balance sheet items, the
CEB did not create any provisions for the off-baksheet items.

The categories of classified receivables are sumethras follows (figures in

CZK million):

a) Classification of the receivables due from banks

As at 31 December 2006 As at 31 December 2007
Standard 11,246 5,630
Watch 1,139 563
Provisions 0 0

b) Classification of the receivables due from namng clients

As at 31 December 2006

As at 31 December 2007

Standard 8,375 17,017
Watch 202 120
Non-standard 334 37
Doubtful 96 45
Loss 459 327
Provisions -457 -139

2. Market Risk

Market risk includes the risk of losses arisingnirchanges in the market factors, i.e.
prices and rates on financial markets. In CEB, miarisk management is a process involving
the identification, measurement and ongoing sup@miof the use of limits, and analysis and
regular reporting of individual risks to the CEBtemmittees and management in order to
manage the negative financial impacts that mayroccaonsequence of such adverse changes
to the market rates.

The CEB is not exposed to any stock or commodiksti The exchange rate and
interest rate risks are managed using the methestsided below:

* Credit risk management
- Gap analysis;
- Duration analysis;
- Analysis of sensitivity factors, limits in differenurrencies.
* Exchange rate risk management
- Analysis of sensitivity factors, limits in differenurrencies.
» Aggregate market risk management
- Value at Risk (VaR) — the CEB uses the historicathrad and co-variation/variation
method at a 99 % reliability level with a ten-daytlook based on a 260-day history.
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In order to minimise the exchange rate and cred risks, the CEB has been currently
using futures and swap transactions.

The CEB maintains a well-established managemenérmsysvith respect to the market
risk issues, monitoring risk exposures on a dadlgi®and comparing them to the limits derived
from the acceptable risk rate.

3. Liquidity Risk

» Short-term liquidity management on a daily basisaisied out through:
- Measurement and comparison of cash flow inflows @amflows, i.e. monitoring of
net cash flow for a period of at least 5 businessdn advance;
- Gap analysis measuring the maximum cumulative cagfiow and the limits in
individual currencies and time gaps.

e Medium- and long-term liquidity management on a thiynbasis is carried out through:
- Gap analysis measuring the maximum cumulative cagfiow and the limits in
individual currencies and time gaps;
- Ratio indicators and limits ensuring the optimalsture of maturity of assets and
liabilities;
- Limits for unstable sources of finance preventimgl &digh concentration of such
resources.

Emergency plans are in place in response to amydiiyy problems during emergency
situations. The CEB faced no liquidity problemsidgr2007.

The CEB maintains a well-established managememesywith respect to liquidity risk
management, monitoring the liquidity status ane&dast on a daily basis and comparing them
to the defined limits.

4. Operational Risk

The CEB manages the risk of losses caused by defecor failures of internal
processes, the human factor or systems, and thefrlssses due to external events, including
the breach or non-compliance with legal provisions.

An early warning system was introduced as the dom@ of operational risk
management, it was built based on a set of risicators and signal limits that are designed to
annunciate an increased probability level of o@nee of certain operational risks. Uniform
rules were put in place for monitoring operatiornsk events.
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Il. Human Resources

1. Relationships with Employees

The CEB had 116 employees as at 31 December 2007.

One of the key goals of CEB in the area of humaoueces is to ensure an excellent
level of skills and professionalism of its employeda all spheres of activity, as well as to
recruit and maintain people who possess capabilidied potentials to achieve such high
performance standards as expected from them b§ e

In order to achieve the above-described goal, BB Gay due attention to the internal
fairness of the remuneration system, i.e. that eygas receive identical salaries for identical
work of identical value, taking into account theiation prevailing on the labour market.

CEB supports the professional growth of its empésyand the development of their
expert knowledge.

The CEB employees are granted a number of emplogeefits, which are designed to
contribute to their higher satisfaction and st&p#it work.

The CEB employees regularly receive all relevarformation through periodical
sharing of information concerning the meetingstef Board of Directors and press releases.
Other communication tools available include thecalbed “open door days” to the CEO’s
office and boxes where the employees can drop tjueiries, suggestions and comments.

The Code of Ethics applicable to the CEB employeas amended in 2007. This Code
of Ethics defines the ethical principles and theaweour and conduct models expected from a
CEB employee in relation to his/her colleagues drehts as well as to other persons that the
employees meet in connection with their employnme @EB.

Pursuant to the relevant provisions of Act No. 399/ Coll., the Commercial Code, as
amended, the CEB employees elect their represeesats the CEB’s Supervisory Board.

2. Principles Governing the Remuneration of the Bank's Top Managers and
Members of the Boards

Top managers, in terms of provisions of Act No./2864 Coll., on Undertaking on the
Capital Market, as amended, are to be understoodeasbers of the CEB Board of Directors,
who are in charge of the commercial management BB @h accordance with the Bank’s
Statutes, including due keeping of accounting bpaksl decide about all affairs of the CEB
falling under their competence, while acting —te same time — in the capacity of the Chief
ExecutiveOfficer and the CEO’s deputies. No general poweattdrney has been granted by
CEB.

Any decisions concerning the remuneration of thenlvers of the Board of Directors
and of the Supervisory Board shall fall under tbmpetence of the General Meeting.

The principles and manner of remuneration of th& @mployees are governed by the
Remuneration Rules, which shall be approved byBthead of Directors of CEB.

The salary of the top managers — members of thedBafaDirectors, which does not
constitute remuneration for the execution of thiecefof the directors, shall consist of a fixed
component, i.e. the basic salary, and a variablmpoment, i.e. regular bonuses and
extraordinary bonuses.
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The salary of the top managers — members of thedBofDirectors, as well as any
extraordinary bonuses for the top managers — mesntsethe Board of Directors shall be
determined by the Board of Directors, in accordan the principles stipulated by the
Supervisory Board. The decision on the CEQO'’s sadhall be subject to approval by the CEB'’s
Supervisory Board.

The principles for determining and awarding bonusesddition to the contractual
salary of the top managers — members of CEB’s Boéaidirectors are linked to the specific
tasks and objectives as regards the developmeZiEBf and are divided into two categories:

» Extraordinary bonuses for accomplishing particylarmportant tasks for CEB
(employer);

* Regular bonuses for the overall achievements oCtEB’s (the employer’s) objectives,
subject to meeting the criteria (principles) definby the Supervisory Board in
approving the financial and commercial plans fog tiespective calendar year. The
amount of such bonuses is determined as a % aifrtheal contractual salary.

The salary of the employees, who are members oSthpervisory Board, which does
not constitute remuneration for the execution &f dlffice of the Supervisory Board member,
shall consist of a fixed component, i.e. the basiary, and a variable component, i.e. regular
bonuses and, as appropriate, other salary componintaccordance with the CEB
Remuneration Rules.

The salary of the employees, who are members ofStygervisory Board, shall be
approved by the CEB or, in cases of heads of antons departments of CEB, by the Board of
Directors of CEB.

Regular bonuses for the employees, who are menadbehe Supervisory Board, shall
be approved by the Chief Executive Officer.

The principles for determining and awarding bonusesddition to the contractual
salary of the employees, who are members of CEBjse&isory Board, are linked to the
specific tasks and objectives as regards the dewelat of CEB, and are divided into two
categories:

» Regular bonuses for the overall achievements oCtEB’s (the employer’s) objectives,
subject to the assessment of meeting the econart@est and involvement criteria of
the CEB (the employer) approved by the Board o&&wors for the respective calendar
year and subject to the assessment of the emptmyaeabution appraisal indicators in
the respective calendar year. The amount of sudlidses is determined as a % of the
contractual monthly salary;

* Regular bonuses for the achievement of the taskgyreed to an employee in the
breakdown of employee contribution appraisal iniics for the respective calendar
year. The amount of such bonuses is determined %soh the contractual monthly
salary.
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3. Cash and In-kind Income Received by the Bank’s TopManagers and Members of
the Boards

The employees of the CEB, who are members of therdBof Directors and of the
Supervisory Board receive remuneration from CEBnoney and in-kind solely in respect of
their employment relationship. The total incomeereed by the top managers of CEB —
members of the Board of Directors, amounted to @BK085 thousand in 2007, of which CzZK
14,494 thousand in cash and CZK 591 thousand id. Kbhash remuneration received by the
CEB employees — members of the Supervisory Boarduated to CZK 1,947 thousand in
2007. The employees of CEB — members of the SupmwiBoard did not receive any
remuneration in kind in 2007. The remuneration piaithe members of the Board of Directors
and the Supervisory Board, as stated in the NaieBinancial statements audited by the
external auditor, relates exclusively to CEB empks/based on their employment with CEB.
The members of the Supervisory Board, who are tiy@@yees of central public authorities, do
not receive any remuneration in cash or in kinddspect of their membership in the CEB
Supervisory Board in accordance with art. 303 (33 No. 262/2006 Coll., the Labour Code.

Il. Fees Paid to Auditors

The CEB has signed a contract on the performaneedit and related services with its
statutory auditor PricewaterhouseCoopers Audip s(fPwC”). In 2007, the remuneration paid
to PwC for its services amounted to CZK 5,177 tlaods(incl. VAT). This figure includes:

o Statutory audit SEIVICES ......ccevvuvruuiiiimmmmmme e e eeeeeeeeeeeiar e eeeeaeaaes CZA032,000
» Consulting services, workshops and training, ahermsgervices ............ CZK 140,000

* Assurance services related to the debenture prageam
AN PrOSPECTIUS .eeeiiiiiiiiiiiiiee e eemmmmmc e e e e e e e e e e e e e eeeeeneeeennn e CZK 1,105,000

In addition, CEB has also used the assurance ssreicErns& Young Audit, which was paid
a total amount CZK 541 thousand for these seniic@907.

IV.  Subsequent Events

No significant events that would influence CEB’snd&icial Statements as at
31 December 2007 occurred between the balance datetand the date of preparation of this
annual report.
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V.  Structure of Management Bodies of the Czech ExpoiBank a.s.

1. Information about Members of the Boards
Supervisory Board

Chairman
Doc. Ing. Vaclav Pétcek, CSc.
Chamber of Trade and Industry for CIS Countries

Vice-Chairman
Ing. Karel Goldemund — until 19 February 2007
Ministry of Finance

Ing. Ivan Fuksa — since 20 February 2007
Ministry of Finance

Members

Ing. Martin Tlapa, MBA
Ministry of Industry
Ing. Jii Siman

Ministry of Finance

Ing. Edita Hrd&
Ministry of Foreign Affairs

Doc. Ing. Tomé&s Doucha, CSc. — until 19 Februa@720
Ministry of Agriculture

PhDr. Ivo Hlavé& — since 20 February 2007
Ministry of Agriculture

Ing. Jii Brudidk — until 11 December 2007
Czech Export Bank

Ing. Boris Kysely, MBA — since 11 December 2007
Czech Export Bank

Ing. Pavel KaSpar
Czech Export Bank

Milan Vaic
Czech Export Bank
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Board of Directors

Chairman
Ing. Josef Tauber
Czech Export Bank

Vice-Chairman
Ing. Miloslav Kubista
Czech Export Bank

Members

Ing. Karel Tlusty, MBA
Czech Export Bank

Ing. Miroslava Hriirova, CSc.
Czech Export Bank

Ing. Ladislav Dvéak
Czech Export Bank

Executive Management ’

Ing. Josef Tauber
Chief Executive Officer

Ing. Miloslav Kubista
Chief Financial Officer

Ing. Karel Tlusty
Chief Risk Officer

Ing. Miroslava Hriirova, CSc.
Chief Credit Officer

Ing. Ladislav Dvéak
Chief Operation Officer

" In accordance with the Statutes of CEB, a.s.dvaihce 26 April 2006, the Board of Directors cetssiof
5 members — natural persons, who are top managigrs Bank holding executive management positions;
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Supervisory Board

Doc. Ing. Vaclav Peti¢ek, CSc., Chairman

Graduate from the Brno University of Technology. tHen broadened his knowledge of
mathematics at the Faculty of Science, J. E. Purkyniversity in Brno. In 1990 he was
awarded the degree for Doctor of Economic Sciemeckia 2004 he became senior lecturer in
the field of international trade. Since 1995 he besn lecturing at the Faculty of International
Relations of the University of Economics in Pragde.is a member of the Scientific Board of
the Prague University of Economics and of the SifierBoard of the Faculty of International
Relations, Prague School of Economics; of the AgadeForum of the University of
International and Public Relations in Prague; of thdministrative Board at the Czech
Technical University in Prague, and of the Techinig@iversity in Brno. Following graduation,
he worked in Rubena Nachod and in the Children¥amath Federation for a short period of
time. He has worked in the State administrationr esrace 1972. Since 1992 he held the
position of the Deputy Minister of Trade and Indysind Chief of the Ministerial Office. On 1
September 2007, he was appointed the Chairmared@ilamber of Trade and Industry for CIS
Countries attached to the Economic Chamber of #rexIC Republic. He is the Chairman of the
Supervisory Board of EGAP, a.s. Until 2004, he wamember of the Administrative Board of
0.p.s. Corona, thereafter the company was deleted the Companies Register based on an
application by the Ministry of Culture (the incorptor).

Ing. Karel Goldemund, Vice-Chairman

Graduate from the Czech Agricultural University ahd English Language School. After
completing his studies, he first worked in the bagksector. From 1997, he worked for
PojidovnaCeské spiitelny as claims adjuster and branch manager. 022Be worked in the
position of a centre manager at VySkovské sluzlsy,la August 2002, he became an advisor to
the Minister of Finance, and he was appointed Deplihister of Finance on 15 August 2005.
During his office as the Vice-Chairman of the Swsary Board of CEB, he was also a
member of the Board of Directors of SKODAEXPORT, &/ice-Chairman of the Supervisory
Board of EGAP, a. s., member of the Supervisoryr@®af Stedaieska energeticka, a.s.,
Zapaddeska energetika, a.s., Sewmské doly, a. s.CEPS, a.s. and TECHNOEXPORT
akciova spolénost pro zahragni obchod, and Chairman of the Administrative Boafd'EZ
Foundation.

Ing. lvan Fuksa, Vice-Chairman

Graduate from the University of Transport and Comivation in Zilina. After
graduation, he worked in the Prague Public Transgwmpany (1986-1988), i®dni
pramyslova Skola (Secondary Industrial School) ifb”am (1988-1989) and i®tini odborné
ucilisté (Secondary Apprentice School) in Dubno (1991-1988)m 1992, he held the position
of Deputy Mayor at the City ofiibram, to become the Mayor ofiBram later in the period of
2002-2004. On 29 January 2007, he was appointellitsteDeputy Minister of Finance of the
Czech Republic. He is a member of the Board of dars of the Endowment Fund for
“Svatohorské schody a zvelebeni okoli” and the \M@btairman of the Supervisory Board of
EGAP, a.s.

In the period 1994 - 2002 he was a member of thardof Directors of Fbramska
teplarenska akciova speéteost. A bankruptcy was declared on this companyt988. The
company suffered from secondary insolvency du@éddteach of obligations and intentions by
an American investor, which resulted in a criminamplaint filed against the persons acting
on this investor’s behalf. Since 2007 he is a mambthe Supervisory Board 6fEZ, a.s.
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Ing. Martin Tlapa, MBA, Member

Graduate from the University of Economics in Pradeaculty of Commerce (1987); in
2002 he completed his Management Business Admatistr programme a€VUT and the
Hallam University in Sheffield. He started his preal experience in 1987 in the Research
Institute for External Economic Relations; in 198992 he worked at the Federal Ministry of
Foreign Trade; until 1996 he was the Secretarytrimle and economic affairs at the Czech
representation office in Canada; he was the CEQzschTrade (the trade support agency)
until 2004. Since 1 June 2004, he is the Deputyidten of Industry and Trade responsible for
the European Union section. He is a member of thee&isory Board of EGAP, a.s.

Ing. Ji¥i Siman, Member

Graduate from the Czech Technical University ingBea After completing his studies, he
worked in construction and project design. From@GLAAatil today, he works at the Ministry of
Finance, currently in the National Budget Departinéfe is a member of the Supervisory
Board of EGAP, a.s. and Chairman of the Commitfeth® Association of Owners of Flats at
Jicinska, Prague 3.

Ing. Edita Hrda, Member

Graduate from the Prague University of Economiteeréafter she took further courses at
the Diplomatic Academy in Madrid (1991 — 1992), iglomatic Academy in Vienna (1992)
and the German Marshall Fund, USA (1995). In tharyel990 — 1991, she worked in the
Institute of Modern Management in Prague, wherevg®in charge of organising courses and
conferences. In 1992, she joined the Ministry ofelgn Affairs. She worked as the desk
officer for Germany, Austria, Switzerland (1992)ecgetary of the First Deputy Foreign
Minister (1993), Director of the Latin American $ea (1994-1996) and Director of the
Central European Section (1996-1998). She held dffcee of the Extraordinary and
Plenipotentiary Ambassador of the Czech Republisrigentina and Paraguay in 1999 — 2003.
After completing her mission, she worked as thee@wr of the Department of Multilateral
Economic Relations (2004), then as the DirectathefDepartment of American States (2004—
2005), and the Senior Director of the Economic @uétural Section. Currently, she holds the
position of Senior Director of the Minister’'s Sexti She is a member of the Supervisory Board
of EGAP, a.s.

Doc Ing. Tomas Doucha, CSc., Member

Graduate from the Czech Agricultural University -acklty of Economics and
Management. After graduation, he worked as fielnemist at Unified Agricultural
Cooperative at Uhalky (1966 — 1968), investment officer at ZNZP Pragli@68 — 1969),
analyst-programmer at Vypetni Ustav VSZ (1968 — 1976) and officer in chamfe
management of the economic unit introducing autechahanagement at the HQs of the
Economic Units STS and OZS Praha — Wi(itO76 - 80). There and then, he also commenced
his scientific career. He obtained the degree efbctor of Science in Agricultural Economy
in 1981. In 1980, he became the head of the Autendanagement Department at the
Research Institute of Agriculture and Food, andkedrin other managerial positions in the
Institute of Rationalisation of Management and Labahe Czech Institute of Agrarian
Economy, and the Research Institute of Agricultiabnomy. In 1998, he was appointed as
the Director of the latter Institute. He became WgpAgriculture Minister in September 2006.
While holding the office of a member of the Supsoviy Board ofCEB, a.s., he worked as
Assistant Professor at the Czech Agricultural Ursitg in Prague, he was a member of the
Scientific Board and the Administrative Board o tGzech Agricultural University, Presidium
member of the Czech Academy of Agricultural Sciertbe editorial board of the scientific
magazine ‘Agricultural Economy’, and the Czech Cattee for Cooperation with 11ASA.
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PhDr. Ivo Hlavaé, Member

Graduate from the Philosophical Faculty of the &kdho University in Olomouc,
specialized in philosophy-sociology. He was awardisdPhD degree at the same university in
2001. In 2000 he completed a postgraduate studglaship granted by the Philosophical
Faculty of the Palackého University in Olomouc &E¢ole des hautes études en sciences
socials in Paris, France, followed by external dadt study program at the Philosophical
Faculty of the Palackého University in Olomouc B02. In addition, he took part in certified
study visits to the Geneva Centre for Security ®o{GCSP) — Geneva in 2003 and L Ecole
Nationale d”Administration (ENA) — Paris in 2004e Entered into the practice as an advisor to
a senator (1997-1998) and assistant professoreaPliilosophical Faculty of the Palackého
University in Olomouc (2000-2001). Thereafter, herked as a scientific expert at the
Academy of Science of the Czech Republic, at theaband Political Theory Department at
the Philosophical Institute of the Academy of Scerf2000-2002) and as external analyst of
the Center of Security Policy under the Charlesversity Faculty of Social Science in Prague.
Between 2001-2005, he worked as an analyst of doeiry Policy Department of the Czech
Ministry of the Interior. Later he joined the CzeGlovernment Office as the Deputy Director
of the European Affairs Information Division (200%ke also worked in the European agenda
section ofCEZ, a.s., and since 2006 at the Ministry for Regidbevelopment at the position
of the first Deputy Minister for European Affair®n 10 January 2007 he was appointed the
first Deputy Minister of Agriculture. He is a memt# the Supervisory Board of EGAP, a.s.

Ing. JiFi Brudnak, Member

Graduate from the Czech Technical University ingBea After graduation, he worked for
most of his career at Skodaexport, a.s., whereef & number of posts, culminating in his
membership of the Management and Steering Boardeftly, he is employed by CEB as a
bank expert on territorial relations. He is not amfer of any statutory bodies in any other
companies.

Ing. Pavel Kaspar, Member

Graduate from the Czech Technical University in gdes Faculty of Electrical
Engineering. After completion of his studies he keat briefly as senior engineer in Albico,
s.r.o. and he joined CEB in 1995, now as Directdhe Department in charge of operation of
banking information systems. He is not a memberany statutory bodies in any other
companies.

Ing. Boris Kysely, MBA, Member

Graduate from the Czech Technical University ingBea physical engineering; between
1993 and 1995 he studied business finance and atieguat the University of Economics in
Prague. He completed his MBA program at the Prdgignational Business School in 2004.
After graduation from the Czech Technical Universit 1978, he worked as an autonomous
research and development employee in a.s. Let Ko@aoFrom 1992 he held the position of
Deputy Head of the Czech Government Office; at pluisition, he was in charge for economy
and operations of the Czech Government Office.9831lhe switched to the Property Office
under the Ministry of Finance, first as the DepDigector and since 1996 as the Director of the
organization. He joined CEB, a.s. in 1999 as thpubeDirector of the Analytical Department;
in 2003 he took over the office of the Directortbis department; at present, he works as the
Strategy Director. He is not a member of statubmglies in any other companies.
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Martin Vaic, Member

He completed his secondary education with a madticun examination, currently he is
enrolled for distance studies at the Czech Techhicaversity in Prague. After leaving his
secondary school in 2000, he worked in the prigatetor and briefly also at the Ministry of
Finance of the Czech Republic. He joined the CERB004 as Operations Administrator. He is
not a member of statutory bodies in any other congsa

Board of Directors

Ing. Josef Tauber, Chairman and Chief Executive Ofter of the Czech Export Bank

Graduate from the Prague University of Economiesc& 1973 he worked for 28 years
for Ceskoslovenska obchodni banka. He held a numbessitigns there, including Director of
the Contracts Division (1984-86); Director 68OB’s representative office in Frankfurt/Main,
Germany (1986-1990); Member of the Board of Dirextof Prager Handelsbank AG, a
subsidiary ofCSOB, also in Frankfurt; Vice-Chairman of the BoafdDirectors and Senior
Director from 1993 to 2001. In the period of 2002003, he worked in Inter-banka, a.s., as
director of the restructuring section and advisothie Chairman of the Board of Directors. He
was appointed the CEO of the CEB in 2003. He isGhairman of the Board of Directors of
the Deposit Insurance Fund, a Member of the Exeeu€ommittee of the International
Association of Deposit Insurers (IADI), and Presidi Member of the Czech Banking
Association.

Ing. Miloslav Kubista, Vice-Chairman, Chief FinanceOfficer

Graduate from the Prague University of Economins1974-1978, he was employed in
the Finance Department ¢fKD DUKLA Prague, and in 1978-1991 in the centrahtSt
administration in the finance division. Then heeget into the private banking sector. From
1994 to 1995, he was employed in EGAP, a.s. Hee¢bl@GEB in 1995, and he was appointed
the Deputy CEO for Finance in 1996. Currently, f@ot a member of any statutory bodies in
any other companies.

Ing. Karel Tlusty, MBA, Member, Chief Risk Officer

Graduate from the Czech Technical University ingBe Sheffield Hallam University
and Nottingham Trent University. After graduati¢ve worked for a short period of time as a
marketing manager. He joined the banking industryd92 — first in PoStovni banka, a. s., then
in Investini a PoStovni banka, a.s., in the field of finahmarkets trading, currency position
management, and bank liquidity. He worked for EGAR, in 1994 — 1995. In 1995, he joined
CEB — commencing in 1997 as Chief Director of Ridianagement; in May 2006, he was
appointed the Deputy CEO in charge of risk managémeéle is a member of the
Administrative Board of Nadai fond Rodina (Family Endowment Fund).

36



Ing. Miroslava Hrn ¢ifova, CSc., Member, Chief Credit Officer

Graduate from the Prague University of Economias e Philosophical Faculty of the
Charles University in Prague. In 1987 she was agdrttie degree for Doctor of Economic
Science. After completing her studies, she was eyegl first in the banking sector. Later on,
she worked as Director of the Forecasting Institotethe Czech Republic and as senior
manager in consulting companies. In 1992-1994 vamea member of the Board of Directors
and the top management of the joint-stock compatsalKogivnice. She joined CEB in 1995.
She is still registered in the Companies Registeth& Executive of EAST SPACE, s.r.o.
However, that is a long-time inactive company whasading up with liquidation was ordered
by the Municipal Court in Prague on 31 January 2006

Ing. Ladislav Dvorak, Member, Chief Operation Officer

Graduate from the University of Economics in Praghfter graduation, he worked in
various economic and managerial posts in a humbiasbtutions and companies, e.g. Deputy
Finance Minister, Chief Executive Officer of Meldnh a.s., and Deputy Minister of Trade and
Industry. He became the Deputy CEO of CEB in 19398.is a member of the Supervisory
Board of the Association of Small- and Medium-SiZzeatrepreneurs and Tradesmen in the
Czech Republic.
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2. Organizational Structure of the Czech Export Bank
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E Independent Auditor’'s Report

PRICEWATERHOUSE COPERS

PrinewatcrhausaCoopeara Audit, 5.ro.
Katciinska 4045
20000 Fracue 2
Czach Repubic
Taashane —420 281 751 111
ENGLIEH TRANSLATION | Facsimike +420251 156111

INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF CESKA EXPORTNI BANKA, A.8.

We have auditzd tha accompanying finansial etatements of Ceshka exportnl banka, as.
("the Bank®), which comprise the balancs shest as at 31 Decamber 2007, the income
slalement, statement of changes in equity and cash flow statement for e year then
ended and notes, including & surmmary of significant acesunting policies {"the financial
statementa’y. Detals of tha Bank are disclosed in note 1 to these financial statements.

Board of Dirccfors' Responsibiity for the Finarcial Sialements

Ths Board of Direstors ie raspansicle for the preparation and fair presentation of the
financal staternents in accordanss with International Financial Reparing Siandards

as adopted by tne Furopean Union. This responsibility includes: designing, imgiementing
and maintzining internal control relevant to the preparation and fair presentation

of finanscial statements that are fres from material misstatement, whether dus to fraud or
emnr ssiecting and applying aggrogriats accounting palicies; and making accouniing
=sfimates that are reasonable in the croumstancss.

Auditer's Responsitility

Cur respansibil ty is to express an opinion ¢t thase financial staternents basad

on aur audit. Wa conducted our audit in accordance with the Act an Auditars

of the Czach Republic, Intamaiional Standards on Auditing and he ralated asplication
guidares of the Chamber of Auditars of the Czech Republic. Those standards reguine
that we comply with athical requirements and plan and perferm the audit to obtain
reasonable assurance whethsar tha financial staterments ara freo from material
mizstatement.

FrizcwatetoissCeapar Guth, s o rogurt vd seyl Kalefinahd S0MEE, 120 23 Prague 2, Sosch Med T, entfeT on Hambes
ADTEEG rog e s WIN TR Comrerci [eygisler koo by s Runicpel Dot ¢ Prague, Sachon G, e 627, and In 192 Segister of
By dF Companes wil Gia Sarber o fudiors of ibe Sosun Spaadl e wnccr Loorce Mo 021

nOI00S F edRaa i Eanaaes hudn wo Al rights maenaed. Prizewaler-cusaloeaes” ek 16 e Czeon b ol
Pricewalerha e CGunpr s Sudt £.n. an, 86 teoorreal maqurzs, et ok me—Fer free At T esmateloL sz oonzens ks nafona
Li-lled each o whisd B 0 Soparone arc indeperdenl kinal entlly,
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PRICEWATERHOUISE( COPERS

Sharchalders of Caska cuporinl banka, a5
Indepandant auditer's report

Aucitor's Rosponsialiny (continued)

&n audit invalves performing procedures to ohtain audit evidance about the amaounts
and disclosures i the financial statements, The preceduras salectad dapand

on fne auditor's judgrment, including asssssment of the risks of material misstaterment
of tha financial stataments, whether due to fraud ar error. In making those risk
assessmanis, the augior considers internal contrel relevant to the Bank s pregaration and
fair prazentation of the financial statements in order 1o design audit procadurss thal are
approgriate in the circumstances, but not for the purposs of gxpressing an opinion

an the effectiveness of the Bank's inlemal cortrol An audit also includes evaluating the
appropristensss of the accaunting peliciss weed and the reasonablensss of accounting
estimates made by management, 26 well as evaluating the overall presentation

af the financlal etatements

Wi helieve that me audit svidence we have obtaired is sufficient and appropfiate
to provide a basis for our audit opinion

Dhpirdan

In our opinion, the financial statemants give a trus ani Tair view of the firancial position
of tha Bank as al 31 Decafmbar 2007, ite financial performance and its cash flows for the
year theh ended in accordance with Intarnaticnal Financial Reporting Slandards

28 adopted by tha Europsan Union.

14 March 2008

_— . L ——
F & at LT b F L
Sty I P R P

PricewaterhouseGoopers Audi, &r.0.
represented by a partner

Petr K2
Auditor, Ligenos Mo, 1140

Translatien nuie
Toilg RN St Tp 3 tansisb o ha anigng which s e [n Szees M peetise sa Paa noor ke W AR redral Ine

rraslatiom s g el reprecemator sl i o oindd, Howswer inodli-allie atinizrpretshon o inkemafion, Jmss o opnicng endgral
tang e umss ol 8 renT lakel R Gedl 175 tanelatun
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CESKA EXPORTNI BANKA, A.S.

INDEPENDENT AUDITOR’S REPORT

AND FINANCIAL STATEMENTS PREPARED

IN ACCORDANCE WITH INTERNATIONAL FINANCIAL
REPORTING STANDARDS AS ADOPTED

BY THE EUROPEAN UNION

FOR THE YEAR ENDED 31 DECEMBER 2007

Translation note
This version of our report is a translation frore triginal, which was prepared in Czech. All poesdare has
been taken to ensure that the translation is amraigcrepresentation of the original. However limatters of

interpretation of information, views or opinionkgtoriginal language version of our report takexedence
over this translation.
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INCOME STATEMENT

Interest and similar income
Interest expense and similar charges

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission income
Net trading income

State subsidy

Impairment losses on loans
Other operating expenses

Profit before tax

Income tax expense

Profit for the year

The notes on pages 7 to 64 are an integral panesk financial statements.

Year ended 31 December

Note 2007
CZK'm

6 1,353

6 (1,347)

6 6
7 64
7 (10)
7 54
8 52
32 242
9 -
10 (204)
150

12 (40)
110

2006

CZK'm

1,051
(1,121)

(70)

42

(8)

34

68
289

(1)

(187)

133

(34)

99
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BALANCE SHEET

ASSETS

Cash and balances with central bank
Eligible bills

Loans to banks

Loans to customers

Derivative financial instruments
Investment securities

- available-for-sale

- held-to-maturity

Pledged assets

Intangible assets

Equipment

Other assets

Current income tax assets
Deferred income tax assets

Total assets

LIABILITIES

Due to banks

Due to customers

Derivative financial instruments
Debt securities in issue

Other liabilities

Provisions

Current income tax liabilities
Deferred income tax liabilities

Total liabilities

EQUITY

Share capital
Retained earnings
Statutory reserve
Export risk reserve
Revaluation reserve

Total equity

Total liabilities and equity

The notes on pages 7 to 64 are an integral painesk financial statements.

As at 31 December

Note 2007 2006
CZK'm CZK'm

13 371

14 - 739
15 11,223 12,385
16 17,671 9,009
17 1,689 1,427
18 2,087 1,056
811 692

1,276 364

18 1,334 -
19 10 17
20 20 10
21 243 615
31 -

26 - 46
34,315 25,675

22 5911 4,487
23 1,985 1,933
17 76 5
24 23,455 16,