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INTRO-
DUGTION

The year 2021 was a breakthrough year in the history of Cesko-
moravska zaruéni a rozvojova banka, a.s., now Narodni rozvo-
jova banka, a.s. (the National Development Bank, hereinafter
the “NDB” or the “Bank”). After almost thirty years of its exist-
ence, during which it has supported more than 114 thousand
projects of Czech traders, entrepreneurs, municipalities, towns,
homeowners’ associations and households and opened the way
to almost half a trillion CZK, it has been renamed. However, this
was not a “mere” renaming, but rather a logical consequence
of the Bank’s activities reflected in the new strategy approved
in 2021. In its next era, the Bank is to become an even stronger
partner of small and medium-sized enterprises, contribute to
the long-term sustainability of the Czech economy and become
more involved in building public infrastructure. The Bank’s per-
formance in 2021 clearly demonstrates that it is fully committed
to meeting its new challenges.

From a business perspective, the past year did not start
very happily. Because of the ongoing and growing coronavirus
pandemic, there was a de facto “hard lockdown” until the end
of April, during which many industries could only operate to
a limited extent or were even prevented from doing business
altogether. A repayable form of support for these companies
had already been running since mid-2020, mainly through the
portfolio guarantee under the COVID III programme. However,
entrepreneurs also obtained operational financing from other,
traditional programmes of the Bank, such as the Guarantee
2015-2023 and Expansion programmes.

In addition, a guarantee under the COVID Sport programme,
provided to complement the working capital commercial loan,
was added to this offer in February 2021, together with an in-
terest rate subsidy. This product was created as an extension
of the Expansion Guarantees programme and was designed for
companies operating in the sports sector. In March 2021, the
Bank’s offer was supplemented by the COVID Travel Guarantee
programme, which reduced the travel agencies’ exposure to
insurance companies. The guarantee aimed at obtaining com-
pulsory insolvency protection insurance.

Increased market demand did not only continue in the area
of operational financing, but also increased in the area of in-
vestment. Therefore, among other things, the COVID III pro-
gramme was expanded to include investment financing and
the funds allocated to the Expansion Loans programme were
increased to CZK 10.2 billion.

Therefore, the financial instruments provided by the NDB
became even more important and, thanks to them, the risk of
what is termed a credit crunch was eliminated. In 2021, the Bank
helped finance 7,466 business projects in excess of CZK 43 bil-
lion in directly granted or guaranteed loans. Although this was
a year-on-year decline of 15.4%, the amount of aid provided was
higher than the combined total for the record pre-crisis years

44.4
billion
CZK

VOLUME
OF SUPPORT

7,474

BUSINESS AND
INFRASTRUCTURE
PROJECTS SUPPORTED

2018 and 2019. 40% of all the credits up
to CZK 30 million taken out by non-finan-

cial business entities were granted with
the involvement of the NDB!

However, the Bank did not focus
“only” on fulfilling its traditional tasks
in 2021. It expanded its activities in the
area of capital inputs for small and me-
dium-sized enterprises through its sub-
sidiary, National Development Invest-
ments (formerly CMZRB Investments).
It also provided consultancy services to
businesses, regions and cities on energy
savings under the ELENA programme
and to social enterprises on production,
management and marketing under the
S-enterprise programme.

Last but not least, the Bank became
more active in the area of financing in-
frastructure development, providing
CZK 1.1 billion to towns and municipali-
ties for both more investment-intensive
projects (e.g. the purchase of new trams)
and smaller ones (e.g. the development



of the water management network, the
construction of a kindergarten, local
roads or the building of a community
centre). In total, the Bank financed eight
infrastructure projects. Another one bil-
lion CZK was pledged to the City of Brno
for the construction of a multifunctional
arena.

The Bank’s increased investment in
infrastructure also requires the provi-
sion of sufficient capital, which is why
the NDB established cooperation with
the European Investment Bank and the
Council of Europe Development Bank in
the second half of the year. It has thus
obtained over CZK 6 billion for the up-
coming period, which it can now pro-
vide to the public and private sectors to
finance various infrastructure projects,
ranging from transport and environmen-
tal protection to affordable housing and
social services.

In the activities of European net-
works of “common interest”, i.e. devel-
opment or guarantee institutions, such
as ELTI, AECM and NEFI. Its represent-
atives participated in a number of meet-
ings organised by the European Com-
mission, the European Investment Bank
and other EU institutions, which focused
mainly on sustainable finance, ESG ap-
proaches, development cooperation or
upcoming EU programmes. Cooperation
with guarantee and development institu-
tions and EU bodies, in addition to shar-
ing experience in providing repayable
forms of support across EU countries,
brings the opportunity to be involved
in the preparation of the new program-
ming period and addressing current
issues resonating in society and the EU.
Thanks to this involvement, the NDB will
be able to expand its product portfolio to
make effective use of all available finan-
cial resources from both the European
Union (ESI Funds through operational
programmes, in particular OP TAC pro-
gramme of the Ministry of Industry and
Trade, InvestEU, Just Transition Mecha-
nism, National Recovery Plan, the funds
of the EIB Group, CEB, etc.) and the
Czech Republic, including the involve-
ment of private resources.

Although the activities of the NDB
Group are growing, the main scope of its
activities remains the provision of sup-
port to small and medium-sized enter-
prises in the Czech Republic. Infrastruc-
ture development will see a boost. Both
areas, however, will be in the context of a

24
million
CZK

PROFIT AFTER TAX

4.4
billion
CZK

EQUITY

15

PRODUCTS

pan-European mindset of green finance and long-term sustain-
ability. The NDB has been working intensively on technological
renewal and the digitalisation of all its processes since 2020, as
it considers it crucial that communication with the NDB is not
“only” professional, but also fast and administratively easy. In
addition, it is focusing on consolidating and deepening coop-
eration with all the public authorities for which it administers
programmes of support. It is expanding cooperation with EU
institutions and foreign development banks, making the most
of their know-how. It is taking appropriate steps to ensure that
the Czech Republic makes the most of the next programming
period, whether in the area of support to small and medi-
um-sized enterprises or infrastructure development.

This year, a number of economic problems will escalate,
mainly related to the rapid rise in inflation, energy prices and
the war in Ukraine. Given the rise in interest rates, which the
Czech National Bank is using to combat the double-digit rise in
price levels, demand for preferential financing from the NDB is
expected to remain high. In turn, rising energy prices have led
to the launch of two new products designed to make operation-
al financing more accessible to entrepreneurs. In particular,
the Energy Guarantee under the Expansion programme could
attract more interest from entrepreneurs whose energy costs
account for at least ten per cent of the total operating expenses
that they need to finance, also in view of the financial contribu-
tion - interest rate subsidy that is provided with the guarantee.
In the context of the crisis in Ukraine, the NDB does not expect
any significant problems related to the insolvency of its clients
or in connection with the sanctions imposed or to be imposed
on Russia. However, the Bank is ready to flexibly prepare and
launch other assistance programmes, especially for entrepre-
neurs and possibly municipalities, to help them cope with this
unfavourable economic situation.

The Bank achieved its second-best-ever business results in
2021, thanks to its employees, who have been doing a very good
job for a long time. Thanks are also due to our partners from
commercial banks and leasing companies with whom the NDB
has long cooperated. Especially in these crisis years, it is clear
how important such partnerships are for the business sector in
particular.

The year 2021 marks an important milestone for the Bank.
Thanks to Ceskomoravska zaruéni a rozvojova banka, the Na-
tional Development Bank has been established; it has an irre-
placeable place on the market and its role in the sustainable
economic and social development of the Czech Republic will
be even stronger in the future. I very much appreciate the
efforts of our shareholder for enabling us to achieve this step
and for setting new challenges for us. We plan to meet them
with honour.

JIRI JIRASEK
CHAIRMAN OF THE BOARD
OF DIRECTORS
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BANKR MANAGEMENT

BODIES

BOARD OF DIRECTORS

Chairman of the Board of Directors

Members of the Board of Directors

SUPERVISORY BOARD

Chairman of the Supervisory Board

Deputy Chairman of the Supervisory Board

Members of the Supervisory Board

AUDIT COMMITTEE

Chairman of the Audit Committee

Deputy Chairman of the Audit Committee

Member of the Audit Committee

Jiri Jirasek

Pavel Fiala
Pavel Krivonozka

Pavel Zavitkovsky (reappointed from 16 December 2021)
Martin Hanzlik

Lenka Dupakova

Marie Kotrla

Pavel Kysilka
Olga Nebeska

Milan Novak
Pavel Zavitkovsky (reappointed from 1 September 2021)
Toma$ Hlivka

(membership terminated by expiry of the office on 1 May 2021)
Michal Petrman (appointed from 2 May 2021)
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ECONOMIG

PERFORMANCE

BASIC ECONOMIC CHARACTERISTICS OF THE BANK IN THE YEARS 2017-2021

UNIT 2017 2018 2019 2020 m
Balance sheet total CzH 23,436 24105 23983 30,027 32,719
millions
) CZK
Receivables from banks - 262 661 1133 3,205 6,200
millions
Securities accepted by the CNB for CZK 15430 16886 15499 18168 17,599
refinancing millions
of assets:
Receivables from clients CZK 41M 4,378 5,441 6969 7,540
millions
. CZK
Debt securities - 3,047 2145 1,620 1,294 712
millions
) CZK
Equity - 5,086 4,861 4929 4,876 4,416
millions
CZK
Debt - 18,350 19,244 19,054 25,151 28,303
millions
of liabilities:
of which: provisions CZK 3214 3338 3,583 3,311 3,323
millions
o CZK
Credit risk funds " 1990 2,212 2,626 6,870 7,554
millions
Off-Balance ¢ antees granted CZK 18622 19862 24,023 43705 52,387
Sheet: millions
Revenues (sum of account class 7) m(iilfc:(ns 2,023 2,376 2,725 2,476 3,851
Interesfc on securities and interbank CZH 281 404 546 335 336
operations millions
of which: Interest on transactions with clients CZK 226 164 123 76 51
millions
Revenues from fees and commissions mﬁlizo}fws 293 285 294 357 400
Expenses (sum of account class 6) mﬁl?:ns 1,994 2,348 2,687 2,452 3,827
) CZK
Operational costs - 367 368 37 434 439
millions
of which: -
Net ggnerotlon of allowances and CZK 319 214 207 297 71
provisions millions
Profit after tax CZK 29 28 38 24 24
millions
Capital ratio % 21.51 22.31 2116 2199 2012

In the area of guarantee business, the Bank recorded an in-
crease in new business, particularly under the COVID III and
COVID Invest programmes. Guarantees are recorded in the ac-
counts under the individual lending institutions in the amount
of the cap limit. As of 31 December 2021, the COVID III and
COVID Invest programmes had been terminated. As in previous
years, guarantee transactions within the National Programme
were financed from the Bank’s own resources, from the EIF-
COSME counter-guarantee funds and from the resources of the

programme sponsor (the MIT). Loan transactions were then fi-
nanced mainly from the European Structural and Investment
Funds under the EXPANSION programme. The total value of
the guarantee and loan transaction portfolios increased by
18.3%, to a total value of CZK 59.9 billion, of which the guaran-
tee transaction portfolio increased by 19.9% to CZK 52.4 billion
and the loan portfolio increased by 8.2% to CZK 7.5 billion.



The net profit achieved after tax in the amount of CZK 24
million is fully in line with the net profit generation strategy
approved by the Bank’s shareholder, which does not require
the Bank to generate a net profit as the primary objective of
financial management. The amount of equity decreased year-
on-year to CZK 4.4 billion. The decrease was due to a reduction
in valuation differences from securities recognised in OCI. The
capital ratio reached 20.12% as at 31 December 2021, i.e. 1.87
of a percentage point less than at the end of the previous year.

The most significant risk incurred by the Bank continued
to be the credit risk, to which 93.82% of the risk-linked capital
was allocated. At the end of 2021, all expected credit risk loss-
es were fully covered by created provisions and adjustments
in the amount corresponding to the international accounting
standard IFRS 9 and the total balance sheet value of provisions
and adjustments for credit risks amounted to CZK 4.3 billion.
Credit risks for some types of guarantee products were covered
by credit risk funds provided by programme sponsors in the
total amount of CZK 7.6 billion. In addition, at the end of the
year, the Bank had reserve funds in equity of CZK 1.35 billion.

The balance sheet total increased by 9.0% to CZK 32.7 billion
at the end of 2021. Liabilities to financial institutions decreased
by CZK 0.5 billion, liabilities to clients increased by CZK 3.7 bil-

lion and valuation differences for securities recognised in OCI
decreased by CZK 0.5 billion. On the assets side, these changes
were matched by an increase in receivables from clients by CZK
0.6 billion, a decrease in the value of bonds by CZK 1.1 billion,
an increase in receivables from banks by CZK 3 billion and an
increase in cash on hand and deposits with central banks by
CZK 0.2 billion.

The value of the balance sheet total does not include bank
guarantees issued by the NDB for credits to small and medi-
um-sized entrepreneurs and guarantees for loans provided by
credit institutions under the COVID III and COVID Invest pro-
grammes, which form a significant part of the Bank’s business
activities and credit exposure. Their value at the end of 2021
was CZK 52.4 billion (of which COVID III and COVID Invest CZK
13.3 billion). The Bank’s financial investments of CZK 24.6 bil-
lion (75.1% of net assets) are largely made up of investments in
debt securities (56% of net assets), receivables from clients (23%
of net assets) and receivables from banks (19% of net assets).

Source coverage on the liabilities side was provided mainly
by liabilities to clients - programme sponsors (74.4% of liabili-
ties) and banks (1.4% of liabilities), equity (13.5% of liabilities),
provisions (10.2% of liabilities) and temporary and other liabil-
ities.

DETERMINATION OF CAPITAL RATIO AND OTHER ADDITIONAL INDICATORS

INDICATOR UNIT 2017 2018 2019 2020 m
Tier 1(T1) capital CZK millions 4,532 4,542 4,552 4,551 4121
Common Equity Tier 1 (CET) capital CZHK millions 4,532 4,542 4,552 4,551 4121

Instruments applicable to CET1 capital CZHK millions 2,632 2,632 2,632 2,632 2,632
Paid-up CET1instruments CZHK millions 2,632 2,632 2,632 2,632 2,632
The Bank's own acquired CETTinstruments CZK millions 0 o] 0 0 0
The Bonk's.own CET1instruments CZK millions 0 0 0 0 0
acquired directly

Retained earnings/unrecovered loss CZK millions 766 775 793 819 830

Retained eoArnings/uAnrecovered loss CZK millions 766 775 793 819 830

for the previous period

Accumuloted other comprehensive CZK millions 0 0 0 0 _420

income (OCI)

Other reserve funds CZHK millions 1150 1150 1,150 1150 1150

CET1 capital adjustments resulting s

from the use of prudent filters CZK millions - - 0 0 0
Value gdjustmgnts according to prudent CZK millions 4 A 0 0 0
valuation requirements

Other intangible assets CZHK millions -15 -14 =21 -48 -69
Other intangible assets — gross value CZK millions -15 -14 =21 -48 -69

Other temporary adjustments to -

CET1 capital CZHK millions 0] 0 0 0 0

Over-limit major investments in entities s

from the financial sector CZK millions 0 0 -2 -2 -2
Tier 2 (T2) capital CZK millions 0 0 0 0 0
Capital CZK millions 4,532 4,542 4,552 4,551 4121
Total risk exposures CZK millions 21,071 20,358 21,516 20,692 20,477
Jotal risk-weighted exposure amounts CZK millions 19,378 18864 20193 19,392 19,53

for credit risk at STA

®
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INDICATOR UNIT 2017 2018 2019 2020 m

Exposure to central governments and

®)

- CZK millions 0 219 407 561 266
g central banks

N )

o Exposqrg to regional governments and local CZK millions 159 150 141 124 32
< authorities

w

> Exposure to public sector entities CZK millions 0 15 3 2 2
-

< ) )

S Exposure to international development CZK millions 0 0 0 0 0
wn anks

: Exposure to international organisations CZK millions 0 0] 0 0 0
I

= Exposure to institutions CZK millions 653 375 158 142 173
(4

8 Exposure to enterprises CZHK millions 16,572 16,132 16,51 14,601 13,786
'if Exposure to retail CZHK millions 108 477 1,514 2,078 2,690
§ Exposures secured by real estate CZK millions 60 35 24 26 38
Z Exposure in default CZHK millions 774 698 845 1,229 1,328
<Zt High-risk exposures CZK millions 757 555 373 432 344
2 Exposures in covered bonds CZK millions 40 0 0 0 0
= o )

N Egposure to institutions qnd companies CZK millions 40 27 13 5 0
- with short-term credit ratings

9{ Collective investment instruments CZHK millions 0] 0 0 0 0
2 Shares CZK millions 50 51 52 53 83
<Z,: Other exposures CZK millions 165 130 152 141 an
o

w Risk exposures for position risk, currency and -

E commodity risk at STA CZK millions 0 2 2 ? 24
g Marketable debt instruments CZK millions 0 2 2 9 24
g:’ Currency trades CZK millions 0 0 0 0 0
8 Total risk exposures for operational risk CZK millions 1,636 1,456 1,301 1,276 1,241
(S]

z Operational risk — BIA approach CZK millions 1,636 1,456 1,301 1,276 1,241
o Risk exposures for valuation adjustments CZK millions 57 36 20 15 50
5 for total credit risk

g Standardised method CZK millions 57 36 20 15 59
<

O

z Capital ratio for Common Equity Tier 1 capital % 21.51 22.31 2116 2199 2012
I:E Capital ratio for Tier 1 capital % 21.51 22.31 2116 2199 2012
(T8

(@) Capital ratio for total capital % 21.51 22.31 2116 2199 2012
'—

S Return on average assets (ROAA)” % 0.10 om 015 0.08 0.06
o Return on average equity (ROAE)” % 0.63 0.61 0.84 0.52 0.55
[+

| Assets per employee” CZK millions 10.0 12.6 1.6 126.3 133.3
S Administrative costs per employee” CZHK millions 1.5 1.5 1.5 1.6 1.62
8 Net profit per employee” CZK millions 01 01 0.2 01 01
| Y The calculation was performed in accordance with Decree No. 163/2014 Coll., on the performance of the activities of banks, credit
i~ unions and investment firms.
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RECONCILIATION OF REGULATORY AND ACCOUNTING CAPITAL

@)

b

o

The tables below summarise the composition of regulatory and accounting capital and individual indicators as at 31 December 2021 ‘;
and 31 December 2020, thus providing a complete reconciliation of the individual items of regulatory capital to the institution’s g
capital and Balance Sheet. >
-

<

(8]

REGULATORY E

CAPITAL EQUITY w

AS AT 31 DECEMBER 2021 CZK MILLIONS CZK MILLIONS |:E

Paid-up share capital entered in the Common Register 2,632 2,632 S

(=) Capital investments in the Bank's own instruments - - :;

Retained earnings from previous periods 830 830 E

Current year profit - 24 "2
Accumulated other comprehensive income -420 -420 g
<

Other reserve funds 1150 1,350 "
w

(=) Additional value adjustments (AVA) according to the requirements for prudent ~ B s
valuation S

() Intangible assets other than goodwill -69 - ('3
<

(=) Over-limit major investments in entities from the financial sector -2 - w
Total capital eligible for Tier 1 classification 4121 §
<

Total equity 4,416 m
T

-

Total amount of Tier 2 capital 0 S

Capital relevant for the calculation of large exposure limits, v
e s s X . 4121 o
qualifying holding limits and capital ratios o
'—

(8]

w

[~

REGULATORY a

CAPITAL EQUITY w

AS AT 31 DECEMBER 2020 CZK 000’ CZK 000’ o
o

Paid-up share capital entered in the Commercial Register 2,632 2,632 s:t
(=) Capital investments in the Bank's own instruments - - 8
Retained earnings from previous periods 819 819 T
'—

Current year profit - 24 w
(o]

Accumulated other comprehensive income (OCI) - 51 -
.4

Other reserve funds 1150 1,350 8
() Additional value adjustments (AVA) according to the requirements for prudent o
valuation - - |
() Intangible assets other than goodwill _48 _ S
(=) Over-limit major investments in entities from the financial sector -2 - 8
Total capital eligible for Tier 1 classification 4,551 |
'_

Total equity 4,876 g
a

[NE)

@

Total amount of Tier 2 capital 0 2
Capital relevant for the calculation of large exposure limits, =)
e N . . 4,551 z
qualifying holding limits and capital ratios =
<

[aa]

&)

z
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BUSINESS AGTIVITIES OF
THE NDB IN 2021

1. PRODUCT OVERVIEW

In 2021, the Bank provided the following products:

A)  GUARANTEES

GUARANTEE 2015-2023
(ZARUKA 2015 AZ 2023) PROGRAMME

/ A portfolio guarantee for a bank loan of up to 70% of the
loan principal for small and medium-sized enterprises provid-
ed for loans up to CZK 4 million,

/ A SMART portfolio guarantee for a bank loan for digitalisa-
tion up to 80% of the loan principal granted to small and medi-
um-sized enterprises for loans up to CZK 4 million,

/ An individual guarantee for a bank loan of up to 80% of the
loan principal provided to social entrepreneurs (small and me-
dium-sized enterprises), with a maximum guarantee amount
of CZK 20 million, including a financial contribution in the
amount of 10% of the guaranteed loan drawn on eligible ex-
penses, in the maximum amount of CZK 500 thousand,

/ An individual guarantee for a bank loan for the transfer of
family businesses up to 80% of the loan principal granted to
small and medium-sized enterprises up to a maximum of CZK
30 million,

J A portfolio guarantee - forced change of energy supplier -
for a bank loan to strengthen the operational financing of small
and medium-sized enterprises with an increase in energy ad-
vances of more than 100%, up to 80% of the loan principal up
to CZK 2 million.

EXPANSION GUARANTEES PROGRAMME

/ The COVID SPORT portfolio guarantee with a financial con-
tribution - interest rate subsidy for bank loans up to CZK 15 mil-
lion, covering up to 80% of the loan principal. The beneficiary
can also draw a financial contribution of up to CZK 1 million
to pay interest. The objective of the programme is to facilitate
access to operational financing for small and medium-sized en-
trepreneurs in the field of sports whose economic activities are
limited as a result of the occurrence of coronavirus infection
and the related preventive measures.

J A portfolio guarantee for a commercial loan of up to 70%
of the loan principal for small and medium-sized enterprises
provided for loans from CZK 4 to 40 million,

J A portfolio guarantee for special supported activities, loan,
loan for a commercial loan of up to 80% of the loan principal
for small and medium-sized enterprises provided for loans
from CZK 1 to 60 million (such special activities are: efficient
use of water in industry, high-speed Internet access networks,
calamity wood processing, busines centres development, mate-
rial and energy utilisation of waste, project implementation in a
privileged region, family businesses).

INTERNATIONAL DEVELOPMENT
COOPERATION GUARANTEE PROGRAMME
PROGRAMME

/ A guarantee for enterprises without size restrictions for a bank
loan financing the implementation of projects with a develop-
ment impact in selected developing countries, up to 80% of the
loan principal, maximum guarantee amount of CZK 50 million.

INOSTART PROGRAMME

J A guarantee for bank loans for start-up small and medi-
um-sized entrepreneurs implementing innovative projects
throughout the Czech Republic for loans from CZK 500 thou-
sand to CZK 15 million, up to 70% of the loan principal.

VADIUM 2018-2023 PROGRAMME

/A guarantee for tender bids for small and medium-sized en-
trepreneurs when entering tenders where security in the form
of a bank guarantee is required, in the amount of CZK 50 thou-
sand to CZK 5 million.

COVID TRAVEL AGENCY GUARANTEE
PROGRAMME

/ Support in the form of bank guarantees issued by the NDB in
favour of an eligible insurance company, which replace part of
the travel agency’s excess on the compulsory bankruptcy insur-
ance, up to 75% of the required co-participation, up to a maxi-
mum of CZK 4 million. The programme was terminated at the
end of 2021.

B) LOANS

EXPANSION LOANS PROGRAMME

/ Interest-free investment loans for small and medium-sized
entrepreneurs throughout the Czech Republic (except the Cap-
ital City of Prague) in an amount of up to CZK 45 million, with
a maturity of up to ten years and a financial contribution to
pay commercial loan interest of up to CZK 2 million. For special



supported activities (family businesses, efficient use of water
in industry, high-speed Internet access networks, processing
of bark beetle-infested wood, business centres development,
material and energy utilisation of waste), the loan limit is up
to CZK 60 million and the financial contribution is up to CZK 4
million. The programme is funded by the ESI Funds under the
Operational Programme Enterprise and Innovations for Com-
petitiveness.

ENERGY SAVINGS PROGRAMME

J Preferential interest free loans for enterprises, regardless of
size, throughout the Czech Republic (with the exception of the
City of Prague), the aim of which is to save energy, up to CZK
60 million, with a maturity of up to ten years, a financial contri-
bution for the acquisition of energy assessment in the amount
of up to CZK 250 thousand, and in the event of savings also a
financial contribution to pay interest on a commercial loan in
the amount of up to CZK 4 million. The programme is funded
by the ESI Funds under the Operational Programme Enterprise
and Innovations for Competitiveness.

ENERG PROGRAMME

J Preferential interest-free loans (soft loans) for small and
medium-sized enterprises and their projects in the City of
Prague, focused on energy savings in their business activities
in an amount of up to CZK 60 million, with a maturity of up to
ten years, a financial contribution for energy assessment of up
to CZK 100 thousand and a financial contribution of 7% of the
drawn amount of the preferential loan when achieving energy
savings.

SOUTHERN BOHEMIAN PROGRAMME

J Preferential regional loans for small entrepreneurs in the
South Bohemian Region. Loans of up to CZK 1 million, with a
fixed interest rate of 3% p. a. and a maturity of up to six years.

FINANCING OF INFRASTRUCTURE

J Investment loans to support the financing of transport, so-
cial, healthcare and energy infrastructure projects built by pub-
lic sector entities (ministries, regions, cities and municipalities)
or private investors in order to facilitate and make the imple-
mentation of these socio-economically beneficial projects less
expensive for their sponsors.

REGIONAL DEVELOPMENT FUND

/ Long-term loans for municipalities and associations of mu-
nicipalities (with the exception of the City of Prague and statu-
tory cities) to co-finance projects in order to improve local in-
frastructure for business and non-business purposes, up to CZK
30 million, with a preferential fixed or floating interest rate de-
termined individually according to current market conditions
and a maturity of up to ten years.

MUNICIPALITY 2 PROGRAMME

J Long-term loans for cities, municipalities and associations
of municipalities in the Czech Republic to finance investments
in order to improve living conditions or protect the environ-

ment, up to CZK 130 million, with a fixed or floating interest
rate determined individually according to current market con-
ditions and a maturity of up to 15 years. In 2021, the programme
was expanded to include large individual investment projects,
where the amount of the loan granted can reach up to CZK 1
billion and the maturity period up to 30 years.

INFIN PROGRAMME

J Preferential interest-free loans for the implementation of
innovative business projects or projects of innovative entrepre-
neurs within the territory of the City of Prague in an amount
of up to CZK 15 million with a maturity of up to ten years. The
programme is designed for small and medium-sized entrepre-
neurs who have been commercially active for not more than
seven years, and part of the programme is specifically targeted
at businesses with a short history. The programme is financed
from the ESI Funds under the Operational Programme Prague
- Growth Pole of the Czech Republic. The acceptance of appli-
cations closed in April 2021.

S-ENTERPRISE PROGRAMME

J Preferential loans of up to CZK 25 million with a maturity of
up to 12 years, facilitating the financing of investment projects
aimed at starting or developing business activities for social en-
terprises. Projects can be implemented anywhere in the Czech
Republic, including the City of Prague. The programme is fi-
nanced from the ESI Funds under the Operational Programme
Employment.

C) CONSULTANCY

ELENA PROGRAMME

/ This is consultancy for entrepreneurs who plan to invest in
an energy-saving project that is connected either with a building
envelope (insulation, replacement of windows/doors, shading,
etc.) or with its use (heating, hot water, ventilation, cooling,
lighting, etc.). The consultancy service will provide an energy
assessment and is linked to the provision of loans under the
ENERGY SAVINGS and ENERG programmes. The ELENA consul-
tancy services are also aimed at cities, regions and other public
entities that implement energy savings using the EPC method. A
total of CZK 6 million is earmarked for entrepreneurs and CZK
46 million for public entities. The ELENA consultancy has con-
tributed to support for seven energy-saving business projects.

S-CONSULTING

/ In addition to interest-free financing under the S-enterprise
(S-podnik) programme, the NDB offers social enterprises expert
consultancy in the areas of management, marketing, financial
management, organisation and production. The aim is to make
it easier for social enterprises to start or develop their business.

FINANCIAL ADVICE

J for public sponsors of infrastructure projects - the target
group is mainly ministries, regions, cities and organisations
established by them. The financial advisory services include,
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for example, designing the financing structure of projects, as-
sessing their financial feasibility, monitoring the development
of financial markets and evaluating their impact on projects,
financial modelling, advising on the financial terms of contrac-
tual relations, etc.

2. SUPPORT FOR BUSINESS AND REGIONAL
DEVELOPMENT

A) OVERALL RESULTS

The Bank implemented support for small and medium-sized
enterprises (hereinafter “SME support”) mainly on the basis of
agreements concluded with the Ministry of Industry and Trade.

Another guarantee programme supporting small and medi-
um-sized entrepreneurs in 2021 was the Guarantee 2015-2023
programme, which was launched in February 2015.

The majority of the programme consisted of guarantees for
working capital loans. The results of the implementation of that
programme confirmed the growing interest in the use of guar-
antees in 2021. In addition to national resources, the Guarantee
2015-2023 programme is also financed by the European Invest-
ment Fund under the COSME programme.

A major guarantee programme supporting small and medi-
um-sized enterprises in 2021 was the EXPANSION Guarantees
programme, which was launched in February 2019. The pro-
gramme runs under the Operational Programme Enterprise
and Innovations for Competitiveness (OP EIC). According to the
agreement concluded with the expected acceptance of applica-
tions until 2023.

As a result of the occurrence of the coronavirus infection
and related preventive measures, the COVID SPORT pro-
gramme was launched in early 2021 as part of the EXPANSION
Guarantees programme.

Another programme to eliminate the impact of the pandem-
ic was the COVID Travel Agency Guarantee programme, which
supports the liquidity of travel agencies.

The COVID III programme, which is designed for SMEs as
well as large enterprises, is another programme to eliminate
the impact of the pandemic. The NDB works with financial insti-
tutions that create guaranteed portfolios. In 2021, the COVID III
OPERATIONS programme was expanded to include the COVID
III INVEST programme.

As part of the INOSTART programme, the provision of loan
guarantees for start-up entrepreneurs for innovation-oriented
projects continued in 2021. Loans supported by the NDB guar-
antee are provided by Ceska spofitelna, a.s.

A major loan programm supporting small and medium-sized
enterprises in 2021 was the EXPANSION-LOANS programme,
which was launched in June 2017. The programme is imple-
mented within the framework of the Operational Programme
Enterprise and Innovations for Competitiveness (OP EIC) and
will run until the end of 2023. The conditions of the programme
were amended several times during the operation of the pro-
gramme, which had a major impact on the growing interest of
small and medium-sized entrepreneurs in loans under the EX-
PANSION-LOANS programme.

Other loan programmes in 2021 were the ENERG and
ENERGY SAVINGS programmes. The goal of both of them is
to reduce energy consumption. These energy-saving pro-
grammes are eligible for consultancy services under the ELE-
NA programme.

In April 2019, the INFIN programme was launched, the aim
of which is to increase the offer of available financing for in-
novative business projects implemented within the territory of
the City of Prague. The programme was implemented togeth-
er with the City of Prague within the Operational Programme
Prague - Growth Pole of the Czech Republic (OP PGP) and its
activities were terminated in 2021.

On the basis of an agreement with the Regional Authority
of the South Bohemian Region, preferential loans were also
provided to small and micro enterprises (including start-ups) to
finance projects implemented in that region.

In 2021, we were pleased to be able to provide more loans
under the S-ENTERPRISE programme. These loans make it eas-
ier for social enterprises to finance investment projects aimed
at starting or developing a business. Support can also take the
form of free advice.

In accordance with the Financial Agreement concluded with
the Ministry of Regional Development, the provision of loans
for the development of municipal infrastructure under the Re-
gional Development Fund programme continued in 2021.

In line with the new strategy, in 2021 the Bank also focused
more on financing larger infrastructure development projects
and on providing consultancy services to the public sector.

SUMMARY RESULTS FOR STANDARD AND COVID PROGRAMMES OF THE NDB

TABLE 1 TOTAL PROJECTS SUPPORTED (EXCLUDING GUARANTEES IN THE VADIUM AND
COVID TRAVEL AGENCY GUARANTEE (COVID CK) PROGRAMMES)

GUARANTEES LOANS
Amount of Amount of Amount of loan
Number guarantees guaranteed loans  Number ; o(l:JZK?nil’i’ia s
in CZK millions in CZK millions n ons
STANDARD PROGRAMMES 2,828 9,602 13,784 531 3979
COVID PROGRAMMES 3922 23,527 26,408
TOTAL PROGRAMMES 6,750 33,129 40,192 531 3979



CHART 1 PROJECTS BROKEN DOWN BY BUSINESS ENTITIES
(EXCLUDING COVID 11l PROGRAMMES)

@

MEDIUM-SIZED ENTERPRISE / LARGE ENTERPRISE
(from 50 to 249 employees) (from 250 employees)
14 % 7%

SELF-EMPLOYED PERSON

SMALL ENTERPRISE AND SMALL BUSINESS
(from 10 to 49 employees) (up to 10 employees)
44 % 35%

STANDARD NDB PROGRAMMES (EXCLUDING COVID PROGRAMMES)

GUARANTEES (EXCLUDING COVID PROGRAMMES)

On the basis of guarantee agreements concluded in 2021, the Bank provided 2,828 guarantees in the total amount of CZK 9,602
million. The guarantees supported loans in the amount of CZK 13,784 million (see Table 2).

TABLE 2 GUARANTEES AND GUARANTEED LOANS PROVIDED (EXCLUDING GUARANTEES IN THE
VADIUM PROGRAMME)

INDICATOR 2017 2018 2019 2020 m

Guarantees provided Number 4,368 5721 5,627 3497 2,828
Amount of guarantees provided CZHK millions 8,950 11,044 13,838 9483 9,602
Amount of guaranteed loans CZHK millions 12,791 17,263 20,814 14,254 13,784
Average amount of guarantee % 70 70 64 66 70

The guarantees were mostly to support projects located in the South Moravian and Moravian-Silesian Regions (see Table 3).

TABLE 3 DEVELOPMENT OF THE REGIONAL STRUCTURE OF THE AMOUNT OF GUARANTEES
PROVIDED (IN % OF THE CONTRACTUAL VALUE OF GUARANTEES ISSUED)

REGION 2017 2018 2019 2020 m

NDB ANNUAL REPORT — 2021 — REPORT OF THE BOARD OF DIRECTORS ON THE BANK’'S ACTIVITIES AND ASSETS FOR THE FISCAL YEAR 2021

Capital City of Prague % 2611 13.6 13.0 1.3 8.8%
Central Bohemian Region % 6.8 8.8 9.0 81 8.8%
South Bohemian Region % 51 55 67 47 57%
Pilsen Region % 4.3 41 35 53 4.3%
Karlovy Vary Region % 1.6 11 1.2 2.2 1.4%
Usti Region % 33 3.2 3.6 57 61%
Liberec Region % 37 37 3. 3.2 3.3%
Hradec Kralové Region % 47 4.5 47 57 4.3%
Pardubice Region % 4.6 52 43 57 5.0%
Vysodina Region % 35 29 2.6 35 3.5%
South Moravian Region % 1.0 15.7 13.3 127 177%
Olomouc Region % 64 75 85 84 7.8%
Zlin Region % 49 58 75 67 6.3%
Moravian-Silesian Region % 14.0 18.5 19.0 16.8 17.0%
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A decisive part of the guarantee transactions in 2021 was carried out with Komeréni banka, Ceskoslovenska obchodni banka

and Ceska spofitelna.

CHART 2 STRUCTURE OF GUARANTEE TRANSACTIONS IN 2021 BY LENDING BANKS

Other banks

Raiffeisenbank a.s.

MN%
Komeréni banka, a.s.
20 % 23 %

7% \\ 23%
UniCredit Bank CR

and Slovakia, a.s.

15 %

Ceska spofitelna, a.s.

Ceskoslovenskd
obchodni banka, a.s.

The largest volume of guarantees was provided for projects in business activities and further in industrial production (see Table 4).

TABLE 4 SECTORAL STRUCTURE OF THE GUARANTEES PROVIDED (IN % OF THE CONTRACTUAL

VALUE OF GUARANTEES ISSUED IN 2021)

Commerce 479%
Industrial production 237%
Construction production 14.4%
Accommodation and catering 11%
Transport 3.0%
Other industrial production 1.6%
Healthcare 0.7%
Services 09%
Other business 6.7%
TOTAL 100.0%

In addition, in 2021 the Bank provided, under the VADIUM 2018-2023 programme, 66 tender guarantees for small and medi-
um-sized enterprises entering tenders in the total amount of CZK 40 million.

LOANS

In 2021, the Bank provided a total of 531 credits in the total amount of CZK 3,979 million.

TABLE 5 PREFERENTIAL LOANS PROVIDED

INDICATOR 2017 2018 2019 2020 m
Loans provided Number 56 254 463 314 531
Amount of loans provided CZHK millions 357 1,440 2,4071 1,699 3979
Average amount of loan CZHK millions 6.4 5.8 5.2 54 7.5

In the EXPANSION programme, 485 loans in the total amount of CZK 2,771.0 million were concluded. Within that programme, the
Bank mostly cooperated with Komer¢ni banka, a.s. and Ceskoslovenska obchodni banka, a.s.

In infrastructure programmes, eight loans were granted in the amount of CZK 1,064.2 million.

In other loan programmes (ENERG, Energy Savings, Southern Bohemian, Municipality, INFIN, S-ENTERPRISE), a total of 38

loans were provided, with a total loan volume of CZK 144.2 million.



TABLE 6 REGIONAL STRUCTURE OF THE AMOUNT OF LOANS PROVIDED IN 2021 (IN %)

AMOUNT OF CREDIT
Capital City of Prague 0.8%
South Bohemian Region 6.2%
South Moravian Region M.7%
Karlovy Vary Region 1.7%
Hradec Krdlové Region 5.4%
Liberec Region 3.0%
Moravian-Silesian Region 31.5%
Olomouc Region 3.6%
Pardubice Region 6.0%
Pilsen Region 54%
Central Bohemian Region 8.0%
Usti Region 19%
Vysocina Region 5.8%
Zlin Region 91%
TOTAL SUM 100.0%

CHART 3 STRUCTURE OF CO-FINANCING IN 2021 IN THE EXPANSION LOANS PROGRAMME

BY LENDING COMPANIES

Ceska sporitelna, a.s.

10 %

-~

3%

UniCredit Bank
Czech Republic
and Slovakia, a.s.

4

Other
10 %
Sberbank CZ, a.s. \

Ceskoslovenskd
obchodni banka, a.s.

13 %

MN%

Komeréni banka, a.s.
Raiffeisenbank a.s. 18 %
M%
UniCredit
Leasing CZ, a.s.
5% "
CSOB Leasing, a.s. \ MONETA Money Bank, a.s.
14 % 5%

Within leasing companies, CSOB Leasing, a.s. and UniCredit Leasing CZ, a.s. contributed the most to co-financing.
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TABLE 7 SECTORAL STRUCTURE OF THE AMOUNT OF LOANS PROVIDED IN 2021
(IN % OF THE CONTRACTUAL VALUE OF LOANS ISSUED)

Industrial production 259%
Commerce 15.6%
Transport 259%
Construction production 10.4%
Accommodation and catering 31%
Other industrial production 1.0%
Services 1.8%
Healthcare 11%
Other business 15.2%

TOTAL 100.0%

COVID PROGRAMMES
TABLE 8 PROJECTS SUPPORTED IN COVID PROGRAMMES IN 2021

GUARANTEED AMOUNT OF

AMOUNT LOANS GUARANTEES

NUMBER (IN CZK MILLIONS) (IN CZK MILLIONS) (IN CZK MILLIONS)

COVID Travel Agency Guarantee 127 122 122
COVID EXPANSION - SPORT 18 74 92 74
COVID Il OPERATIONS 3,781 25,377 25,377 22,719
COVID IIIINVEST - bank loans 123 939 939 734
TOTAL COVID PROGRAMMES 4,049 26,512 26,408 23,649

A total of 4,049 loans and guarantees in the total amount of supported loans of CZK 26.4 billion were provided under the COVID
programmes.

The largest numbers of business entities under the COVID III programmes were supported in the Capital City of Prague, the
Moravian-Silesian Region and the South Moravian Region.

TABLE 9 DEVELOPMENT OF THE REGIONAL STRUCTURE OF THE AMOUNT OF GUARANTEES
AND LOANS PROVIDED IN THE COVID 11l 2021 PROGRAMMES (IN %)

TRADE VOLUME
City of Prague 25.6%
Central Bohemian Region 9.6%
South Bohemian Region 4.8%
Pilsen Region 4.5%
Karlovy Vary Region 22%
Usti Region 47%
Liberec Region 31%
Hradec Krdlové Region 3.5%
Pardubice Region 4.8%
Vysogina Region 4.5%
South Moravian Region 1.3%
Olomouc Region 49%
Zlin Region 47%
Moravian-Silesian Region 11.8%

TOTAL 100.0%



CHART 4 STRUCTURE OF GUARANTEE COVID Il PROGRAMMES BY LENDING BANKS IN 2021 (IN %)
Within the COVID III programmes, the Bank mostly cooperated with Komeréni banka and Ceskoslovenska obchodni banka.

UniCredit Bank Czech Republic
and Slovakia, a.s.
4%

Raiffeisenbank a.s.
2%

Moneta
Money Bank, a.s.
13%

Komeréni banka, a.s.
29 %

Ceska sporitelna, a.s.
24 %

Ceskoslovenska
obchodni banka, a.s.
29 %

TABLE 10 SECTORAL STRUCTURE OF THE AMOUNT OF LOANS AND GUARANTEES PROVIDED
IN THE COVID IIl PROGRAMMES IN 2021 (IN %)

Industrial production 29.8%
Commerce 32.4%
Transport 4.2%
Construction production 15.2%
Accommodation and catering 1.4%
Other industrial production 11%
Services 1.0%
Healthcare 1.4%
Other business 13.5%
TOTAL 100.0%

3. SUPPORT FOR REPAIRS OF APARTMENT
BUILDINGS

4. FINANCING OF MUNICIPAL
INFRASTRUCTURE

In 2021, the Bank administered a total of 7,300 active contracts
on the provision of grants to cover loan interest on loans (from
the original number of 10,122 concluded contracts), on the basis
of which it paid out more than CZK 587 million. In total, CZK
12,206 million was paid out to beneficiaries of grants in the pe-
riod from the start of the programme of support of apartment
house reconstruction until the end of 2021, which represents
89.3% of the total volume of concluded contracts on providing
grants to cover loan interests on loans (CZK 13,664 million).

In 2021, the Bank also administered a portfolio of guaran-
tees for bank loans, which enabled the owners or co-owners
of apartment buildings to obtain loans for their repairs. At the
end of 2021, the portfolio consisted of a total of 904 guarantees
for a bank loan (of which 84 were portfolio guarantees) and the
amount of outstanding principal of guaranteed loans was CZK
1,505 million.

Loans from the Regional Development Fund and the MUNIC-
IPALITY 2 programme are intended for projects focused on
transport and technical infrastructure, the construction of real
estate for business, the environment and energy sectors, social
and health infrastructure, and sports, cultural and educational
facilities and are provided only as a supplementary service to
the overall portfolio of services. In 2021, the Bank aided eight
public infrastructure projects. The volume of aid amounted to
CZK 1.064 billion.

5. TRADING ON FINANCIAL MARKETS

In 2021, the Bank traded on financial markets for the purpose
of liquidity management, bond portfolio management, inter-
est rate and currency risk management, and the refinancing of

@)

NDB ANNUAL REPORT — 2021 — REPORT OF THE BOARD OF DIRECTORS ON THE BANK’'S ACTIVITIES AND ASSETS FOR THE FISCAL YEAR 2021

nrb,



®)

NDB ANNUAL REPORT — 2021 — REPORT OF THE BOARD OF DIRECTORS ON THE BANK’'S ACTIVITIES AND ASSETS FOR THE FISCAL YEAR 2021

nrb,

credit programmes to aid small and medium-sized enterprises
and municipalities. The Bank used standard money market in-
struments. In the area of portfolio management of bonds and
money market instruments, the Bank continued to maintain a
conservative investment strategy and focused on purchases of
government bonds, government treasury bills and the bonds
of selected issuers with high credit ratings. The Bank actively
entered the Start market of the Prague Stock Exchange and be-
came one of the investors on the Czech stock market in its Start
segment.

6. OTHER LENDING ACTIVITIES

As the financial manager of infrastructure programmes, the
Bank secured their financing in 2021 in the total amount of CZK
154 million. These were funds from the State Fund for Transport
Infrastructure and were intended for financing the construction
of the Lovosice-Usti nad Labem section of the D8 motorway.

In 2021, the Bank continued to administer interest payments
on commercial credits for participants in the Water Supply and
Sewerage Infrastructure Construction Project and paid CZK
682 thousand to 29 beneficiaries. Since the start of the financ-
ing of the interest rate subsidies administration programme in
2009, the total amount of disbursed interest rate subsidies as at
31 December 2021 reached CZK 229.4 million.

7. CENTRAL EUROPE FUND OF FUNDS

In 2018, the fundraising of the Central Europe Fund of Funds
(CEFoF) was concluded; the total amount of investors’ commit-
ments is EUR 97 million. The NDB is also a participant in the
Fund; the NDB is intermediating the State’s investment of EUR
8.2 million. Other investors include the European Investment
Fund, the Hungarian national development bank MFB, the Aus-
trian AWS, the Slovenian SEF, the Slovak SIH and SZRB and the
International Investment Bank.

As at 30 September 2021, 22.3% of investors’ commitments
to the CEFoF had been repaid. The liabilities of the CEFoF to
eight selected funds (three of them with Czech management
teams) amounted to EUR 65.4 million (of which EUR 19.3 mil-
lion were funds managed by Czech teams). The EIF approved
contributions to another fund of EUR 10 million. A total of 30
enterprises have already been supported by the CEFoF (ten of
them in the Czech Republic).

8. PROVISION OF INFORMATION PURSUANT
TO ACT NO. 106/1999 COLL., ON FREE
ACCESS TO INFORMATION

a) Number of requests for information submitted and the num-
ber of decisions to reject the request

In 2021, three requests for information were submitted pursu-

ant to Act No. 106/1999 Coll. and two decisions were issued on

the rejection of the request (they concerned the same request

and in both cases the entire request was rejected). One decision

rejecting a request was annulled.

b) Number of appeals lodged against the decision
In 2021, one appeal was filed.

c) A copy of the essential parts of each judgment of the court
reviewing the legality of the obliged entity’s decision to re-
ject arequest for information and an overview of all expens-
es incurred by the obliged entity in connection with judicial
proceedings on rights and obligations under the Act, includ-
ing costs for its own staff and legal representation costs

In 2021, no court judgment was issued regarding a review of

the legality of the decision of an obliged entity on the rejection

of a request for information, nor were any judicial proceedings
conducted with an obliged entity on rights and obligations pur-
suant to Act No. 106/1999 Coll.

d) List of exclusive licences granted, including a justification
for the need to grant an exclusive licence
In 2021, no exclusive licences were granted.

e) Number of complaints filed pursuant to Section 16a, the rea-
sons for their filing and a brief description of the manner of
their settlement

In 2021, no complaints were filed under Section 16a of Act No.

106/1999 Coll.

f) Further information related to the application of the Act
Not applicable.



REPORT OF THE
SUPERVISORY BOARD

OF THE NATIONAL
DEVELOPMENT BANK FOR
THE YEAR 2021

During 2021, the Supervisory Board performed the tasks as-
signed to it by law and the Articles of Association of the National
Development Bank (hereinafter the “Bank”). As the Company’s
supervisory body, it supervised the performance of the Bank’s
Board of Directors and the implementation of business activ-
ities, the Bank’s management and the implementation of its
strategy. The Supervisory Board was regularly informed by the
Bank’s Board of Directors about the Bank’s activities, its finan-
cial situation and other significant matters.

After reviewing the Financial Statements as at 31 December
2021 and on the basis of the statement of an external auditor,
the Supervisory Board states that the accounting records were
kept in a reliable manner and in accordance with generally
binding regulations governing bank accounting and in accord-
ance with the Bank’s Articles of Association. The accounting
records show the financial position of the Bank from all impor-
tant points of view and the Financial Statements prepared on
the basis of these accounting records give a true and fair view of
the accounting and financial situation of the Bank.

The Financial Statements were audited by KPMG Ceska
republika Audit, s.r.o., which confirmed that the Financial

In Prague, on 26 April 2022

Statements gave a true and fair view of the financial position
of the National Development Bank as at 31 December 2021 and
its operations for 2021 in accordance with Czech accounting
regulations. The Supervisory Board took note of the auditor’s
statement.

The Supervisory Board discussed the Financial Statements
and the proposal for profit distribution for the fiscal year 2021.
On the basis of the above and in accordance with the valid Ar-
ticles of Association of the National Development Bank, the
Supervisory Board, following the recommendation of the Au-
dit Committee, proposes that the sole shareholder acting sup-
ported the General Meeting of the National Development Bank
approve the Annual Financial Statements and the proposal for
profit distribution for 2021 as proposed by the Bank’s Board of
Directors.

The Supervisory Board also discussed the Bank’s Annual
Report for 2021, stating that it recommends that the sole share-
holder, in the exercise of the powers of the Bank’s General
Meeting, approve that Report.

On behalf of the Supervisory Board of the National Development Bank:

Y

Pave)Zavitkovsky
Chairman of the Supervisory Board
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REPORT OF THE AUDIT
COMMITTEE OF THE
NATIONAL DEVELOPMENT
BANh FOR THE YEAR 2021

In 2021, the Audit Committee of the National Development Bank
fulfilled its duties and performed the tasks assigned to it pursu-
ant to Act No. 93/2009 Coll., on auditors, pursuant to Decree of
the Czech National Bank No. 163/2014 Coll., on the performance
of the activities of banks, savings and credit unions and securi-
ties dealers, and in accordance with the Articles of Association
of the National Development Bank (hereinafter the “NDB”).

Within the scope of its competence, the Audit Committee dealt
with the monitoring of the procedure for compiling the Financial
Statements of the NDB and the process of their mandatory verifi-
cation by the auditor - KPMG Ceska republika Audit, s.r.o. It also
dealt with the plan and strategy of the external audit. It assessed
the independence of the auditing firm KPMG Ceska republika
Audit, s.r.o. and the nature of the additional non-audit services
provided by the external auditor, stating that on the basis of the
documents that had been submitted, the external auditor can be
considered independent. The Audit Committee also discussed
and took note of the report of the external auditor under MiFID
2020. The cooperation with the external auditor was at a very
good level in the past year.

In accordance with the Act on Auditors, the Audit Committee
discussed and approved the provision of non-audit services by:

1) KPMG Ceska republika, s.r.o0., namely:
e general training organised by the statutory auditor;
e preparation and filing of corporate income tax returns
for 2021, and providing tax advice on specific tax issues
as required by the Bank.

2) KPMG Ceska republika Audit, s.r.o., namely:
¢ preparation of the external audit of Narodni rozvojova
investicni, a.s., for the year 2021;
¢ confirmation of the verification of individual receivables
of the NDB in accordance with the requirements of Sec-
tion 105 of the Insolvency Act.
The object of the regular meetings of the Audit Committee was
the evaluation of the effectiveness of the NDB management
and control system and the activities of the Internal Audit De-
partment, including its activity plans and individual audits per-
formed. The Audit Committee stated that the systems set up in
the NDB were functional and effective and that the measures
taken as regards audit findings were being fulfilled. In 2021, it
took note of the final report entitled “External Evaluation of In-

ternal Audit Quality” prepared by Deloitte Czech Republic and
agreed with the internal audit measures taken.

In 2021, the Audit Committee considered and noted the IT
audit report - reviewing selected areas of ICT from an infor-
mation security perspective and information on ensuring the
functionality and operability of IT systems, in particular its
accounting (CORE) system. It discussed and took note of the
information on ensuring the integrity of the accounting and fi-
nancial reporting system.

As part of the performance of the function of the Risk Com-
mittee, the Audit Committee assessed and took note of the reg-
ular information on the risk management system, a report on
the valuation of assets, liabilities and off-balance sheet items
when they are reflected in the offer to clients, including taking
into account the business model and risk strategies, and the
NDB Recovery Plan, as well as information on the considera-
tion of risks, capital, liquidity and the probability and timing of
expected profits in the overall remuneration system.

The Audit Committee discussed and submitted the Report
on the Activities of the Audit Committee for 2020/2021 (the pe-
riod under review from 29 April 2020 to 27 April 2021) to the
Public Audit Oversight Board.

The Chairman of the Audit Committee regularly informed
the Supervisory Board about the results of the meetings of the
Audit Committee.

In Prague, on 22 March 2022

On behalf of the Audit Committee
of the National Development Bank:
\4“

Milan Novak
Chairman of the Audit Committee
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AFFIDAVIT

The National Development Bank declares that all the informa- The National Development Bank further declares that, up

tion and data provided in this Annual Report are true and com- till the date of the preparation of the Annual Report, there were

plete. It further confirms that this document contains all the  no negative changes in the financial situation or other changes

facts that may be important for investors’ decisions. that could affect the accurate and correct assessment of the fi-
nancial situation of the National Development Bank.

In Prague, on 26 April 2022

On behalf of the Board of Directors signed by:

| fu) fild”

Jiri Jirasek Pavel Fiala
Chairman of the Board of Directors Member of the Board of Directors
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BALANCE SHEET AS AT 31 DECEMBER 2021

CZK 31 DECEMBER 31 DECEMBER

MILLIONS NOTES 2021 2020

1 Cash on hand and deposits with central banks 3 176 6

2 E;::;ncn;z::czlir::[:(oft;;:or:ﬁ!::::;:;\d other securities accepted 4 17,599 18,168

of which: a) issued by government institutions 17,599 18168

3 Receivables from banks 5 6,200 3,205

of which: a) payable on demand 12 3

b) other receivables 6,188 3,202

4 Receivables from clients 6 7,540 6,969

b) other receivables 7,540 6,969

5 Debt securities 7 712 1,294

of which: a) issued by government institutions 0 443

b) issued by other persons 712 851

6 Shares, share certificates and other interests 8 54 35
7 Participating interests with significant influence 8 1

8 Participating interests with decisive influence 8 29 4

9 Intangible fixed assets 9 69 48

10 Tangible fixed assets 9 107 126

of which: land and buildings for operating activities 107 126

1 Other assets 10 163 105

13 Deferred costs and accrued income 10 69 66

TOTAL ASSETS 32,719 30,027



BALANCE SHEET AS AT 31 DECEMBER 2021 (CONTINUED)

CZK 31 DECEMBER 31 DECEMBER
MILLIONS NOTES 2021 2020
1 Payables to banks - other term liabilities 12 469 942

2 Payables to clients 13 24,334 20,676
of which: a) payable on demand 1,500 600

b) other payables 22,834 20,076

4  Other liabilities 14 55 86
Deferred revenues and expenses 14 122 136
Other provisions n 3,323 3,311
Total debt 28,303 25,151

8 Registered capital 15 2,632 2,632
of which: a) paid-up registered capital 2,632 2,632

10 Reserve funds and other funds from profit 1,350 1,350
of which: a) mandatory reserve funds and hedge funds 1150 1150

c) other funds from profit 200 200

13 Valuation differences from assets and liabilities 15 -420 51
14 Retained earnings from previous periods 830 819
15 Profit for the fiscal period 15 24 24
Total equity 4,416 4,876
TOTAL LIABILITIES 32,719 30,027
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OFF-BALANCE SHEET ITEMS AS AT 31 DECEMBER 2021
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CZK 31 DECEMBER 31 DECEMBER
MILLIONS NOTES 2021 2020
Off-balance sheet assets:

1 Commitments and guarantees provided 16 55,955 44,771

3 Receivables from spot operations 0 49

4 Receivables from fixed-term operations 24c¢ 203 549

6 Written-off receivables 166 174

Total off-balance sheet assets 56,324 45,543
Off-balance sheet liabilities:

9 Commitments and guarantees received 16 21,806 7405

10 Pledges and collateral received 16 9,487 6,075

1 Liobilities from spot operations 0 49

12 Liabilities from fixed-term operations 24c 209 542

14 Values taken into escrow, administration and storage 16 5,691 3,857

Total off-balance sheet liabilities 37193 17,928
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PROFIT AND LOSS ACCOUNT FOR 2021

CZK MILLIONS NOTES -:EI 2020

1 Interest income and similar revenues 17 387 an

of which: interest on debt securities 229 277

2 Interest expenses and similar costs 17 -96 -109

4 Revenues from fees and commissions 18 400 357

5 Fee and commission costs -3 -2

6  Profit or loss from financial operations 19 25 17

7 Other operating revenues 12 8

8 Other operating costs 20 -20 -18

9 Administrative costs 21 -378 -388

of which: a) staff costs -288 -286

of which: aa) wages and salaries -205 -204

ab) social security and health insurance 71 -69

b) other administrative costs -90 -102

11 Depreciation of tangible and intangible fixed assets -41 -28

12 Release of adjustments and provisions for receivables, securities n 1 1
and guarantees, revenues from previously written-off receivables

13 Depr:eciation, cregtjon and use of adjustments and provisions for n _272 _228

receivables, securities and guarantees

16 Release of other provisions n 7 3

17 Creation and use of other provisions n -9 0]

19 Profit or loss for the fiscal period before tax 13 24

23 Income tax 22 n (0]

24  Profit or loss for the fiscal period after tax 15 24 24
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2021

SOCIAL

RESERVE FUNDS AND

FUNDS OTHER
REGISTERED AND HEDGE FUNDS VALUATION RETAINED TOTAL
CAPITAL FUNDS FROM DIFFERENCES EARNINGS EQUITY

CZK MILLIONS PROFIT
As at 1 January 2020 2,632 1,150 200 16 832 4,930
Profit for 2020 0 0 0 0 24 24
Movements in valuation differences 0 0 0 -65 0] -65
Allocation to the social fund 0 0 13 0 -13 0
Drawing on the social fund 0 0 -13 0 0 -13
As at 31 December 2020 2,632 1,150 200 51 843 4,876
Profit for 2021 0 0 0 0 24 24
Movements in valuation differences 0 0] 0 -471 0 -471
Allocation to the social fund 0 0] 13 0 -13 0
Drawing on the social fund 0 0] -13 0 0 -13
As at 31 December 2021 2,632 1,150 200 -420 854 4,416




NOTES TO THE
UNCONSOLIDATED
FINANCIAL STATEMENTS
IN ACCORDANCE WITH
CZECH ACCOUNTING
REGULATIONS AS

AT 31 DECEMBER 2021




®

NDB ANNUAL REPORT — 2021 — NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS IN ACCORDANCE WITH CZECH ACCOUNTING REGULATIONS AS AT 31 DECEMBER 2021

nrb,

1 GENERAL INFORMATION

The National Development Bank, a joint-stock company, until
31 August 2021 the Czech-Moravian Guarantee and Development
Bank (Ceskomoravska zaruéni a rozvojova banka, a.s., hereinaf-
ter the “Bank” or the “NDB”), was established pursuant to the
Commercial Code as a joint-stock company and was incorporated
in the Commercial Register kept by the District Court of Prague
1 on 28 January 1992 (Section B, Insert 1329). The Bank’s regis-
tered office is at Jeruzalémska 964/4, Prague 1. The Bank has five
branches in the Czech Republic: in Prague, Brno, Ostrava, Hradec
Kralové and Pilsen, and one regional office in Ceské Budé&jovice.

The Bank was issued with a banking licence by the Czech
National Bank (hereinafter the “CNB”) to perform the activities
specified in Section 1(1)a) and b) of the Act on Banks and to per-
form the activities specified in Section 1(3) of the Act on Banks.

Banking activities specialise in supporting small and medi-
um-sized enterprises in the Czech Republic through guarantee
and loans products, in supporting repairs of housing units in
apartment buildings, in providing loans to municipalities, es-
pecially from sources from international financial institutions,
and in the activities of a finance manager for project financing
in the field of infrastructure.

The National Development Bank, based on Government
Resolution No. 574/2017 of 21 August 2017, fulfils the role of a
national development bank. This presupposes, among oth-
er things, the key role of the Bank in the implementation of
financial instruments in the Czech Republic, most of which are
financed from European funds. Following the adoption of Euro-
pean Commission Regulation No. 2018/1046 (known as the Om-
nibus) in August 2018, the managing authorities of individual
operational programmes can cooperate with national develop-
ment banks as administrators of financial instruments directly,
without the need to announce tenders.

THE BANK’S ACTIVITIES CONSIST MAINLY OF:

J accepting deposits;

J providing loans;

/ investing in securities on its own account;

/ payment and settlement;

J providing bank and financial guarantees;

J the provision of banking information;

J trading on financial markets on its own account;

J activities that are directly related to the activities specified in
the Bank’s banking licence.

USE OF THE BANK’'S OWN RESOURCES TO
FINANCE SME AID IN 2021

The Bank used part of its own resources to cover the credit risk
of guarantees for the small and medium-sized enterprise (SME)
sector under the national guarantee programme. This measure
helped maintain continuity in SME support in 2021.

The Bank does not have a branch abroad and does not hold
its own shares. The Bank has long supported activities related to

the financing of the science, research and innovation sectors. It
is also involved in the Innovation Strategy of the Czech Repub-
lic for 2019-2030. However, the Bank itself does not carry out
any research or other activities in this area. The Bank has long
supported environmental protection and is actively involved in
landscape maintenance and tree planting. It regularly organis-
es company-wide and development events for employees.

IMPACTS OF THE COVID-19 PANDEMIC ON THE
BANK'S ACTIVITIES IN 2021

On 11 March 2020, the World Health Organization declared the
spread of coronavirus infection a pandemic, and on 12 March
2020, the Czech Government declared a state of emergency.
In response to the potentially serious threat that the disease
called COVID-19 poses to public health, the state administration
authorities of the Czech Republic took measures to stop the
spread of the pandemic.

The broader economic impacts of these events include, in par-
ticular, the disruption of business and economic activity in the
Czech Republic, with a consequent impact on lower and higher
levels of the supply chain, and significant disruption of business
activity in specific sectors both within the Czech Republic and in
markets heavily dependent on the foreign supply chain, as well
as export-oriented enterprises dependent on foreign markets.
The sectors that are affected include, in particular, trade and
transport, travel and tourism, restaurants, hotels, sports facili-
ties, the entertainment industry, manufacturing, construction,
retail, insurance, education and the financial sector.

Subsequently, the Government of the Czech Republic
adopted measures in the area of aid for self-employed persons
and small and medium-sized entrepreneurs whose economic
activity was limited as a result of the spread of coronavirus in-
fection. The Bank has become an important supporting finan-
cial institution as regards these measures.

In line with its operational risk management procedures and
business continuity plans, the Bank has implemented a number
of measures to ensure day-to-day operations so that it can fully
and adequately fulfil its role in the relevant aid programmes an-
nounced by the Government. Measures include hygiene rules,
rules for working from home, rules for social contact, including
contact with clients, the provision of backup workplaces and
other measures.

The Bank accepted applications for preferential working cap-
ital loans in the COVID I programme. The aim of the programme
was to provide operational financing to self-employed persons
and small and medium-sized entrepreneurs whose economic
activities were limited as a result of the occurrence of coronavi-
rus infection and the related preventive measures of the Czech
Government. The loans were provided as interest-free with a
grace period. The programme was financed from the MIT and
from the structural funds under the OP EIC.

The Bank accepted applications for preferential guarantees
with a financial contribution for the payment of interest in the
COVID II programme, which had been created by modifying
the existing Expansion Guarantees and COVID Prague pro-
grammes. The aim of the programme was to facilitate the ac-
cess of self-employed persons and small and medium-sized
entrepreneurs to financing their business projects in order to



overcome the economic crisis situation caused by the spread
of coronavirus infection. The programmes were financed from
the EU structural funds within the OP EIC and from the OP PGP
resources.

In cooperation with the MIT, the Bank prepared the COVID
III guarantee programme with the aim of supporting the pro-
vision of additional operational financing to clients affected by
the coronavirus pandemic. The programme is funded by the
Czech Republic.

From 1 February 2021, the Bank began accepting appli-
cations for guarantees in the COVID SPORT programme. The
aim of the programme is to help small and medium-sized en-
trepreneurs operating in the field of sports to overcome the
economic crisis situation caused by the spread of the coronavi-
rus SARS-CoV-2. Projects can be implemented anywhere in the
Czech Republic, except the Capital City of Prague. The COVID
SPORT guarantee is provided within the Expansion Guarantees
programme, which is financed from the ESI Funds within the
Operational Programme Enterprise and Innovations for Com-
petitiveness of the Ministry of Industry and Trade.

From 1 March 2021, the Bank began accepting applications
for guarantees in the COVID Travel Agency Guarantee pro-
gramme. The aim of the programme is to contribute to the
resolution of tourism problems resulting from the occurrence
of coronavirus infection caused by the spread of the coronavi-
rus SARS-CoV-2 and related preventive measures, and to sup-
port, through bank guarantees, the access of travel agencies to
bankruptcy insurance, which is mandatory for travel agencies
according to Section 6 of Act No. 159/1999 Coll., on certain busi-
ness conditions and activities in the field of tourism. The guar-
antee is provided for the purpose of its use by travel agencies as
part of the co-participation in the maximum limit of indemnity
required by the insurance company for concluding a contract
for insuring a guarantee in the event of bankruptcy (insurance
policy).

From 1 July 2021, the Bank provided investment guaran-
tees under the COVID Invest programme. The aim of the pro-
gramme was to support, through the guarantee of investment
bank loans, companies with up to 500 employees whose eco-
nomic activities were limited as a result of coronavirus infection
and the related preventive measures.

According to Act No. 228/2020 Coll., on the provision of
state guarantees, support under this programme applies to in-
vestment loans contracted until 31 December 2021.

During 2021, the Bank continuously monitored and evalu-
ated the impact of the COVID-19 pandemic on its risk profile,
including the impact on its models of creating adjustments and
provisions in accordance with IFRS 9, with an emphasis on the
precautionary principle. Further details, especially in the area
of asset reclassification and FLI “management adjustment”, are
provided in Chapter 24.

In the area of previously concluded credit transactions, the
Bank is fully prepared to assess and make possible adjustments
to repayment schedules in accordance with the current situa-
tion of individual clients.

As a result of the long-term high ratio between highly liquid
assets and expected liquidity outflows, the Bank does not ex-
pect a significant impact of the current situation on its liquidity
position. Highly liquid assets (mainly government bonds of the
Czech Republic) held by the Bank in the long term are resistant

to the current unstable situation on the markets. The Bank does
not find any increased risks on the liabilities side and thus pos-
sible outflows, either. Deposits consist mainly of long-term pro-
gramme funds of the state. The Bank does not accept deposits
or maintain current accounts for the public, and therefore no
increase in liquidity outflows can be expected.

At the moment, the Bank fully meets the capital requirements
set by the regulator and will regularly update its capital ratio
calculation models with respect to current assumptions and the
outlook. In the event that the need for capital strengthening in
connection with the increase in business activity is indicated
within the capital ratio modelling, the Bank’s management is
prepared to initiate negotiations in terms of possible capital
strengthening by the shareholder, i.e. the Czech Republic.

The Bank’s management considered the potential impacts
of COVID-19 on its activities and business and concluded that
they did not have a significant effect on the going concern as-
sumption. Because of this, the Financial Statements as at 31 De-
cember 2021 were prepared on the basis of the assumption that
the Bank would be able to continue its activities.

The Bank’s management cannot rule out the possibility that
the extension or tightening of restrictive measures in connec-
tion with the fight against the coronavirus pandemic in the
Czech Republic will have an adverse effect on the Bank and its fi-
nancial condition and operating results in both the medium and
long term. The Bank’s management will continue to monitor de-
velopments closely and subsequently respond to them in order
to mitigate the consequences of any events and circumstances.

2 ACCOUNTING POLICIES

A)  BASIC PRINCIPLES OF ACCOUNTING

The Financial Statements for the fiscal period of 2021 are pre-
pared on the basis of the Bank’s accounting kept in accordance
with Act No. 563/1991 Coll., on accounting, and relevant regula-
tions, measures and decrees, in particular Decree No. 501/2002
Coll., issued by the Ministry of Finance of the Czech Republic,
as amended (hereinafter the “Decree”), which implements
certain provisions of Act No. 563/1991 Coll., on accounting, as
amended, for accounting entities that are banks and other fi-
nancial institutions, as amended, and in accordance with the
Czech Accounting Standards for financial institutions.

In accordance with the Decree, the arrangement and desig-
nation of items in the Financial Statements and the content
definition of the items in these Financial Statements are de-
termined. At the same time, the Decree stipulates in Section
4a(1) that the Bank should follow the International Accounting
Standards as amended by the directly applicable European
Union regulations on the application of the International Ac-
counting Standards (hereinafter the “International Accounting
Standard” or “IFRS”) for the purpose of reporting and valuing
financial instruments and disclosing information on them in
the Notes to the Financial Statements.

The Financial Statements are based on the principle of the ac-
crual of costs and revenues, with transactions and other events
being recognised at the time of their occurrence and accounted
for in the period to which they relate. The Financial Statements
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have been prepared under the historical acquisition cost conven-
tion as modified by the revaluation of financial instruments at
fair value through profit or loss and at fair value through equity.

In order to prepare Financial Statements in accordance
with the Czech accounting regulations, it is necessary for the
Bank’s management to make estimates that affect the amounts
of assets and liabilities reported at the balance sheet date, dis-
closures about contingent assets and liabilities, and costs and
revenues reported for the period. These estimates, which relate
in particular to the determination of the fair value of financial
instruments, the valuation of intangible assets, the impairment
of assets and the creation of provisions, are based on informa-
tion available at the date of the Financial Statements. The main
areas where there may be significant differences between the
actual result and the estimate include, in particular, credit ad-
justments, provisions for guarantees and credit commitments
and the fair value of securities. Information about key for-
ward-looking assumptions and other key sources of estimation
uncertainty at the date of the Financial Statements that are
likely to cause significant adjustments to the carrying amounts
of assets and liabilities within the next fiscal period is disclosed
in the individual sections of the Financial Statements.

The fair values of listed investments in active markets are
based on current ask prices (financial assets) or bid prices (fi-
nancial liabilities). In the absence of an active market for a finan-
cial instrument, the Bank determines fair value using valuation
methods. Valuation methods reflect current market conditions
at the valuation date, which may not correspond to market con-
ditions before or after the valuation date. At the date of the Fi-
nancial Statements, the Bank’s management assessed the meth-
ods used to ensure that they adequately reflected current market
conditions, including relative market liquidity and credit spread.

Financial assets and liabilities denominated in foreign cur-
rencies are converted into Czech crowns at the exchange rate
published by the CNB as at the balance sheet date. All foreign
exchange gains and losses on monetary items are recognised in
profit or loss from financial operations.

B) MOMENT OF EXECUTION OF A BUSINESS
TRANSACTION

The moment of execution of a business transaction is the day
of settlement of spot trades in the case of the spot purchase
and sale of financial assets. Spot operations are monitored on
off-balance sheet accounts from the moment the trade is agreed
to the moment the trade is settled.

The following rules apply to the derecognition of financial
assets and liabilities:

/ The Bank derecognises a financial asset or a part of it from
the Balance Sheet if it loses control over the contractual
rights to that financial asset or that part. The Bank loses
control if it exercises the rights to the benefits defined in a
contract, these rights expire or it waives these rights.

/ The financial liability or part thereof expires, i.e. the obliga-
tion defined in the contract is fulfilled, cancelled or expires
and the Bank no longer recognises that financial liability or
part thereof in the Balance Sheet. The difference between
the value of the liability in accounting, i.e. part of the liability

that expires or has been transferred to another entity, and
the amount paid for that liability is recognised in costs or
revenues.

C) FINANCIAL ASSETS AND FINANCIAL
LIABILITIES

(i) RECOGNITION AND INITIAL VALUATION

The Bank initially recognises selected financial assets and finan-
cial liabilities (e.g. receivables from clients, payables to clients,
etc.) at the time when they arise. All other financial instruments
(including spot purchases and sales of financial assets) are rec-
ognised on the trade date, which is the date on which the Bank
becomes a party to the contractual provisions of the relevant
financial instrument.

A financial asset or financial liability is initially measured at
fair value, adjusted for transaction costs. Transaction costs are
costs that are directly attributable to the acquisition or issue.

(ii) CLASSIFICATION
FINANCIAL ASSETS

On initial recognition, a financial asset is classified as measured
at:

J/ amortised cost (AC),
J fair value through equity (FVOCI),
J fair value through profit or loss (FVTPL).

A financial asset is measured at amortised cost (AC) if it
meets both of the following conditions and is not designated
as measured at fair value through profit or loss (FVTPL):

J the asset is held within a business model that aims to hold
financial assets to obtain contractual cash flows,

J the contractual terms of the financial asset specify the dates
of cash flows consisting exclusively of repayments of princi-
pal and payments of interest on the principal amount out-
standing (what is called the “SPPI test”).

A debt instrument is measured at fair value through equity
(FVOCI) only if it meets both of the following conditions and is
not designated as measured at fair value through profit or loss:

J the asset is held within a business model of which the ob-
jective is achieved both by the collection of contractual cash
flows and by the sale of financial assets,

J the contractual terms of the financial asset specify the dates
of cash flows consisting exclusively of principal repayments
and payments of interest on the principal amount outstand-
ing (what is called the “SPPI test”).

On the initial recognition of equity securities not held for
trading, the Bank irrevocably determined that it would recog-
nise subsequent changes in fair value through equity (FVOCI).
For more details see clause 2g (Shares, share certificates and
other interests). This choice was made and applied at the level
of the investment in question.

All other financial assets are measured at fair value through
profit or loss (FVTPL).



On initial recognition, the Bank classifies a financial asset
that otherwise meets the requirements for being measured at
AC or FVOCI as being measured at FVTPL if this eliminates or
significantly reduces a valuation or accounting mismatch that
would otherwise arise; see clause 2c(vii) below.

EVALUATION OF THE BUSINESS MODEL

The business model in the Bank reflects the way in which
groups of financial assets are jointly managed in order to
achieve a certain business goal. Therefore, this condition does
not represent an approach to classification by instruments in-
dividually but is set at a higher level of aggregation. The Bank
takes into account all relevant information and evidence avail-
able at the assessment date. This relevant information and evi-
dence includes, but is not limited to, the following:

/ established methods and objectives for the portfolio and
the approach to these methods in practice, i.e. in particular,
whether the accounting entity’s strategy focuses on contrac-
tual interest revenues, maintaining the interest rate profile,
matching the duration of financial assets to the duration of
liabilities that serve as a source of funding for those financial
assets or realising cash flows by selling assets;

J evaluating the performance of the business model and finan-
cial assets held within each business model, including how
to present it to key management personnel of the accounting
entity;

J risks that affect the performance of business models and fi-
nancial assets held within selected business models and, in
particular, the way in which those risks are managed;

/ the method of remuneration of the Bank’s managers and ex-
ecutives;

J the frequency, volume and timing of sales in previous
periods, the reasons for the sales and their expectations in
the future. Sales information is not evaluated in isolation but
as part of an overall assessment of how the accounting enti-
ty’s objectives for managing financial assets are achieved and
how cash flows are realised.

Financial assets that are held for trading and whose perfor-
mance is measured on the basis of fair value are measured at
FVTPL because the financial assets are not held to obtain con-
tractual cash flows or held to achieve the objective of collecting
contractual cash flows or sales of financial assets.

EVALUATION OF WHETHER CASH FLOWS ARE
FORMED EXCLUSIVELY BY (RE)PAYMENTS OF
PRINCIPAL AND INTEREST (WHAT IS CALLED
THE “SPPI TEST")

For the purposes of this evaluation, “principal” is defined as the
fair value of a financial asset on initial recognition. “Interest” is
defined as the remuneration for the time value of money and
for the credit risk associated with the amount of the principal
outstanding for a specific period of time and for other basic
risks and costs associated with lending (e.g. liquidity risk and
administrative costs), as well as any profit margin.

In assessing whether cash flows consist exclusively of prin-
cipal and interest payments, the Bank evaluates the contractu-

al terms of the instrument. This includes evaluating whether
a financial asset includes contractual arrangements that may
change the timing and amount of the contractual cash flows. As
part of the evaluation, it evaluates:

/ contingent events that may change the timing and amount of
contractual cash flows;

J leverage;
J early repayment and extension of maturity;

J conditions that restrict an accounting entity’s ability to col-
lect cash flows from specific assets;

/ conditions that modify the payment for the time value of
money (e.g. the methods used for the regular determination
of the interest rate).

RECLASSIFICATION

Subsequent to initial recognition, financial assets are not reclas-
sified unless the Bank changes its business model for managing
financial assets in the current fiscal period.

FINANCIAL LIABILITIES

The Bank classifies its financial liabilities, other than financial
guarantees and commitments, as valued at:

/ amortised cost (AC), or

J fair value through profit or loss (FVTPL).

(iii) DERECOGNITION
FINANCIAL ASSETS

The Bank derecognises a financial asset if

J the contractual rights to the cash flows from the financial
asset expire - see clause 2c(iv) below - or

J it transfers the rights to receive cash flows in a transaction in
which substantially all the risks and rewards of ownership of
a financial asset are transferred or in which the Bank neither
transfers nor retains substantially all the risks and rewards
of ownership of a financial asset and does not retain control
of the financial asset.

When derecognising a financial asset, the difference between

a) the book value of the asset (or part of the book value
allocated to the portion of the derecognised asset) and

b) the sum of the consideration received (including any ac-
quired asset less the value of any new liability) and the cu-
mulative gain or loss that was recognised in equity shall be
reported in the Profit and Loss Account.

The cumulative gain or loss recognised in equity in connection
with equity securities that are designated as measured at fair
value through equity (FVOCI) is not recognised in the Profit and
Loss Account when derecognised. See clause 2f below.

The Bank enters into transactions in which it transfers the as-
sets recognised in the Balance Sheet but retains either all or sub-
stantially all the risks and rewards of the transferred financial as-
sets or parts thereof. In such cases, the transferred assets are not
derecognised. See clause 2j (Sale and repurchase operations).
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In transactions in which the Bank neither transfers nor re-
tains substantially all the risks and rewards of ownership of a fi-
nancial asset but retains control of the financial asset, the Bank
continues to recognise the asset to the extent that it is exposed
to changes in the value of the transferred asset.

FINANCIAL LIABILITIES

The Bank derecognises a financial liability when its contractual
obligations are discharged or cancelled or expire.

(iv) MODIFICATION OF FINANCIAL ASSETS
AND FINANCIAL LIABILITIES

FINANCIAL ASSETS

If the terms of a financial asset are modified, then the Bank as-
sesses whether the cash flows of the modified financial asset
are different.

In the event that the client owes more than two repayments
of the principal of the credit, the Bank proceeds to extend the
maturity of the credit or postpone repayments that do not
result in a change in the amount of cash flows from the finan-
cial asset.

If the cash flows of a financial asset change as a result of
a change in the contractual terms between the Bank and the
counterparty (a change not just resulting from financial diffi-
culties) and the change in contractual terms is classified as
significant, the original asset is derecognised and a new one is
recognised at fair value, including the transaction costs associ-
ated with the restatement of the asset. The present value of the
cash flows for that asset is discounted using the new effective
interest rate, which is also used to calculate interest income.
In such a case, the original financial asset is derecognised - see
clause 2c(iii) above - and the new financial asset is recognised
and reported at fair value.

If the change in the contractual terms is not classified as sig-
nificant (i.e. the difference between the net present value of the
asset using the original interest rate and the net present value
of the asset using the updated interest rate is close to 10%, or
on the basis of an individual assessment) and the financial asset
has not been derecognised, the Bank recalculates the present
value of the adjusted cash flows from the financial asset, and
the difference between the gross book value before the change
in the terms (excluding existing adjustments) and the gross
book value after the change is recognised as the impact of the
modification of the asset in profit or loss. The present value of
the adjusted cash flows is discounted using the original effective
interest rate, which is also used to calculate interest income.
The related costs and charges adjusting the book value of the
modified financial asset are amortised over the residual maturi-
ty of the modified financial asset. If such a modification is made
because of the debtor’s financial difficulties - see clause 2c(vi)
below - then the gain or loss is recognised together with the
creation, release or use of adjustments in the Profit and Loss
Account. In other cases, the gain or loss is recognised together
with interest income in the Profit and Loss Account.

FINANCIAL LIABILITIES

The Bank derecognises a financial liability when the terms of
the financial liability are modified and the cash flows of the
modified liability are significantly different. In that case, the

new financial liability is recognised at fair value on the basis
of the modified terms. The difference between the book value
of a defunct financial liability and a new financial liability with
modified terms is recognised in the Profit and Loss Account.

The Bank does not modify financial liabilities. Financial lia-
bilities to programme sponsors are repaid on completion of the
business case recovery process.

(v) VALUATION AT FAIR VALUE

“Fair value” is the price that would be received from the sale of
an asset or paid for the assumption of a liability in an orderly
transaction between market participants at the measurement
date in the principal (or most advantageous) market to which
the Bank has access at that date. The fair value of a liability re-
flects the risk of default.

The Bank measures the fair value of an instrument using the
price listed in an active market for that instrument, if available.
An active market is a market in which transactions for assets or
liabilities are carried out with sufficient frequency and volume
to ensure a regular supply of price information.

If the price listed in an active market is not available, then
the Bank will use valuation techniques that maximise the use of
relevant observable inputs and minimise the use of unobserva-
ble inputs. The selected valuation technique includes all of the
factors that market participants would include in the valuation
of the transaction in question.

The best evidence of the fair value of a financial instrument
at initial recognition is usually the transaction price (i.e. the fair
value of the consideration given or received).

If an asset or liability that is measured at fair value has a bid
price and ask price, then the Bank measures

/ assets and long positions at bid price and
/ liabilities and short positions at ask price.

The fair value of a financial liability that includes a demand re-
payment element (e.g. a deposit repayable on demand) is not
less than the amount repayable on demand, discounted from
the first day on which repayment can be required.

HIERARCHY OF FAIR VALUE

The Bank determines fair values using the following fair value
hierarchy, which reflects the significance of the inputs used for
valuation.

Level 1: Level 1 inputs are (unadjusted) prices listed in active
markets for identical assets or liabilities to which the Bank has
access at the measurement date.

Level 2: Level 2 inputs are inputs other than listed prices
included within Level 1 that are observable directly (i.e. as
prices) or indirectly (i.e. as derived from prices) for an asset or
liability. This level includes instruments valued using:

J/ listed prices for similar instruments in active markets;

J listed prices for identical or similar instruments in markets
that are considered less than active;

/ or other valuation methods in which all significant inputs are
directly or indirectly observable from market data.

Level 3: Level 3 inputs are unobservable inputs. This level in-
cludes all instruments for which valuation methods include



inputs that are not observable, and the unobservable inputs
have a significant impact on the valuation of the instrument.
This level includes instruments that are valued on the basis of
listed prices for similar instruments for which significant un-
observable adjustments or assumptions are required to reflect
differences between instruments.

(vi)

The Bank recognises adjustments and provisions for expected
credit losses (ECL) for the following financial instruments that
are not measured at fair value through profit or loss (FVTPL):

IMPAIRMENT

J financial assets that are debt instruments;
J credit commitments issued;
/ financial guarantees provided.

Equity financial instruments are not recognised for impairment.
The Bank establishes adjustments equal to lifetime ECL,

with the exception of the following financial instruments, the

adjustments of which are determined as 12-month ECL:

J debt securities for which a low credit risk is determined at
the balance sheet date;

J other financial instruments (other than lease receivables)
for which the credit risk has not increased significantly since
their initial recognition.

The Bank assumes a low credit risk for debt securities if their
respective credit risk rating is in accordance with the generally
understood definition of “Low credit risk”.

The 12-month ECL are part of the expected credit losses that
may arise as a result of the expected default of a financial instru-
ment that may occur within 12 months of the balance sheet date.

DETERMINATION OF EXPECTED CREDIT
LOSSES (ECL)

ECL represent a probability-weighted estimate of expected
credit losses and are determined as follows:

/ financial assets that are not credit-impaired: as the present
value of all cash deficits (i.e. the difference between the con-
tractual cash flows in favour of the Bank and the cash flows
expected by the Bank);

/ financial assets that are credit-impaired: as the difference
between the gross book value of the financial asset and the
present value of estimated future cash flows;

/ undrawn credit commitments: as the present value of the
difference between the contractual cash flows to the ac-
counting entity if the credit commitment is drawn and the
cash flows the Bank expects to receive;

/ financial guarantees: as the difference between the expected
payments required to satisfy the holder of the financial guar-
antee and the payments that the Bank expects to receive.

Further information is provided in clause 24a).

RESTRUCTURED FINANCIAL ASSETS

If the contractual terms of a financial asset are modified or an
existing financial asset is replaced with a new one as a result of
the financial difficulties of the debtor, the Bank assesses wheth-

er the financial asset should be derecognised and the expected
credit losses (ECL) are determined as follows:

J if the expected restructuring does not result in the derecog-
nition of the existing asset, then the expected cash flows
from the modified financial asset are included in the calcula-
tion of cash deficits from the existing asset;

J if the expected restructuring results in the derecognition of
an existing asset, then the expected fair value of the new as-
set is treated as the final cash flow from the existing asset at
the time of derecognition. This value is included in the calcu-
lation of cash deficits on an existing asset that are discounted
from the expected date of derecognition at the balance sheet
date using the original effective interest rate of the existing
financial asset.

CREDIT-IMPAIRED FINANCIAL ASSETS

At each balance sheet date, the Bank assesses whether finan-
cial assets measured at amortised cost and debt financial assets
measured at fair value through equity (FVOCI) are not credit-im-
paired. A financial asset is credit-impaired if one or more events
have occurred that have an adverse effect on the estimated fu-
ture cash flows of that financial asset.

Evidence that a financial asset has been credit-impaired in-
cludes the following observations:

/ significant financial problems of the debtor or issuer;

J/ significant delay in fulfilling the contractual non-payment
terms;

J breach of contract, such as default by the debtor or failure to
pay;

J credit restructuring carried out by the Bank which the Bank
would not otherwise have considered;

J if it becomes probable that the debtor will enter bankruptcy,
insolvency or some other reorganisation; or

J the disappearance of an active market for the securities in
question as a result of financial difficulties.

A credit whose contractual terms have been adjusted as a result
of a deterioration in the debtor’s solvency is usually consid-
ered to be credit-impaired if there is no evidence that the risk
of non-receipt of contractual cash flows has been significantly
reduced and there are no other indicators of impairment. In ad-
dition, credits that are 90 days or more overdue are considered
credit-impaired.

When assessing the credit impairment of bonds, the Bank
considers the following:

J how the market assessment of the issuer’s creditworthiness
is reflected in the yield of the bond;

J creditworthiness assessment by rating agencies;

J the issuer’s access to the capital markets for the purpose of
issuing new bonds;

J the likelihood of restructuring of the issuer resulting in a
loss for the Bank as a result of voluntary or compulsory debt
forgiveness.
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PRESENTATION OF ADJUSTMENTS FOR ECL IN
THE BALANCE SHEET

Adjustments for ECL are presented as follows:

/ financial assets measured at amortised cost: the adjustment
is deducted from the gross book value of the assets;

J credit commitments and financial guarantees: as a provision
with the exception mentioned in the clause below;

J/ if a financial instrument includes both an exhausted (finan-
cial asset) and an undrawn portion (credit commitment) and
the Bank cannot separately distinguish between the expect-
ed credit losses from a credit commitment and losses from a
financial asset, then the Bank recognises the expected credit
losses from the credit commitment together with the adjust-
ment for the financial asset. These expected credit losses are
recognised as a provision only to the extent that the com-
bined expected credit losses exceed the gross book value of
the financial asset.

J Debt instruments measured at fair value through equity
(FVOCI): the adjustment is not recognised in assets in the
Balance Sheet, as these instruments are recognised in assets
at their fair value. However, the adjustment is reported un-
der Valuation differences in equity and its amount is stated
in the Notes to the Financial Statements.

Adjustments and provisions for ECL created against costs are re-
ported in the Profit and Loss Account in the item “Depreciation,
creation and use of adjustments and provisions for receivables
and guarantees”. This item also recognises any subsequent use
of adjustments.

Release of adjustments and provisions for ECL as a result of
their unnecessary nature is recognised in the Profit and Loss
Account under “Release of adjustments and provisions for re-
ceivables and guarantees, revenues from previously written off
receivables”.

TAX ADJUSTMENTS

The tax-deductible part of the total adjustments for credit losses
for the fiscal period is calculated in accordance with Section
5 (“Bank provisions and adjustments”) and Section 8 (“Adjust-
ments for receivables from debtors”) of Act No. 593/1992 Coll.,
on provisions for determining the income tax base, as amend-
ed. Adjustments are kept in the analytical records for the pur-
pose of calculating the tax liability.

DEPRECIATION

Credits and debt securities are depreciated (either in part or in
full) unless there is a realistic and achievable possibility of re-
covery. This generally occurs when the Bank finds that a debtor
does not have assets or sources of income that could generate
sufficient cash flows to repay the amount due that is being de-
preciated. However, depreciated financial assets may still be
subject to recovery in order to comply with the Bank’s recovery
procedures.

Depreciation of receivables is included in the item “Depre-
ciation, creation and use of adjustments and provisions for re-
ceivables and guarantees” in the Profit and Loss Account. In
the case of a write-off of a receivable for which an adjustment
has been created in full, the adjustments in the same item of

the Profit and Loss Account are reduced by the same amount.
Revenues from previously written-off credits are shown in the
Profit and Loss Account under “Release of adjustments and
provisions for receivables and guarantees, revenues from pre-
viously written-off receivables”.

(vii) CLASSIFICATION OF A FINANCIAL
INSTRUMENT IN THE CATEGORY
MEASURED AT FAIR VALUE THROUGH
PROFIT OR LOSS (FVTPL)

FINANCIAL ASSETS

Upon initial recognition, the Bank may classify certain finan-
cial assets in the FVTPL valuation category because this desig-
nation/classification eliminates or significantly reduces an ac-
counting mismatch that would otherwise occur.

FINANCIAL LIABILITIES

The Bank may classify certain financial liabilities in the FVTPL
valuation category for the following reasons:

J the liabilities are managed, assessed and internally reported
on a fair value basis;

J this classification eliminates or significantly reduces an ac-
counting mismatch that would otherwise occur.

D) RECEIVABLES FROM BANKS

The Balance Sheet item Receivables from banks as follows:

J credits and loans measured at amortised cost - see clause
2c(ii) above - which are initially recognised at fair value plus
additional direct transaction costs and subsequently meas-
ured at amortised cost using the effective interest rate;

accrued interest is part of the account groups in which the as-
sets are recognised, and is reported together with the relevant
asset.

E) RECEIVABLES FROM CLIENTS

The Balance Sheet item Receivables from clients includes the
following:

J credits and loans measured at amortised cost - see clause
2c(ii) above - which are initially recognised at fair value plus
additional direct transaction costs and subsequently meas-
ured at amortised cost using the effective interest rate;

J credits and loans that are mandatorily measured at fair value
through profit or loss (FVTPL) or included in FVTPL - see
clauses 2c(ii) and 2c(vii) above - that are measured at fair val-
ue, any change in which is immediately recognised in profit
or loss.

Accrued interest is part of the account groups in which the assets
are recognised, and is reported together with the relevant asset.

If the Bank purchases a financial asset and at the same time
enters into a contract to sell the financial asset that was pur-
chased (or a significantly similar asset) at a fixed price in the
future (reverse repo operations or lending securities), then the



transaction is reported as a credit or loan and the underlying
asset is not reported in the Bank’s Balance Sheet. See clause 2j
below (Sale and repurchase operations).

F) SECURITIES

DEBT SECURITIES

Debt securities reported in the Balance Sheet items “Govern-
ment zero-coupon bonds and other securities accepted by the
central bank for refinancing” and “Debt securities” include the
following valuation categories:

/ debt securities measured at amortised cost - see clause 2c(ii)
above - which are initially recognised at fair value plus addi-
tional direct transaction costs and subsequently measured at
amortised cost using the effective interest rate;

/ debt securities measured at fair value through equity (FVOCD);

/ debt securities that are mandatorily measured at fair value
through profit or loss (FVTPL) or included in FVTPL - see
clauses 2c(ii) and 2c(vii) above - that are measured at fair val-
ue, any change in which is immediately recognised in profit
or loss.

For debt securities valued at FVOCI, gains or losses are recog-
nised in the item Valuation differences in equity, except for the
following, which are recognised in the Profit and Loss Account
in the same way as financial assets measured at amortised cost:

J interest income using the effective interest rate;

J creation of an adjustment for expected credit losses (ECL)
and its release or use;

J foreign exchange gains and losses.

If a debt security valued at FVOCI is derecognised, then the cu-
mulative gain or loss recognised up to that point in the item
Valuation differences in equity is reclassified from equity and
recognised in the Profit and Loss Account.

Gains/losses that are recognised in the Profit and Loss Ac-
count are reported under the item “Profit or loss from financial
operations”.

DERECOGNITION OF SECURITIES

When selling securities in the FVTPL valuation category, the
Bank uses the average price method to value the decrease in
securities.

When selling equity securities in the FVOCI valuation cate-
gory, the Bank uses the average price method to value the de-
crease in securities.

When selling debt securities in the FVOCI valuation category
or valued at amortised cost, the Bank uses the pro rata method
to value the decrease in securities.

G) SHARES, SHARE CERTIFICATES AND OTHER
INTERESTS

EQUITY SECURITIES

Equity securities reported in the Balance Sheet item “Shares,
share certificates and other interests” include the following:

J equity securities for which it is irrevocably determined that
the subsequent changes in their fair value will be reported
through equity (FVOCI). This determination is based on in-
dividual instruments at initial recognition and the equity se-
curities in question must not be “held for trading”;

J equity securities that are mandatorily measured at fair value
through profit or loss (FVTPL) or included in FVTPL - see
clauses 2c(ii) and 2c(vii) above - that are measured at fair val-
ue, any change in which is immediately recognised in profit
or loss.

Gains and losses on equity securities irrevocably identified in
FVOCI are never reclassified from Valuation differences in equity
to profit or loss (i.e. recognised in the Profit and Loss Account).
Dividends received are recognised in the Profit and Loss Account
unless they clearly represent a reimbursement of part of the cost of
the investment (acquisition cost). If the dividends received clearly
represent a refund of part of the investment costs (acquisition
costs), then they are recognised in equity. The cumulative gains
and losses recognised in Valuation differences are transferred to
the item “Retained earnings or unrecovered loss from previous
periods” at the time of the sale of the securities.

Dividends received are recognised in the Profit and Loss Ac-
count when the right to receive payment is established. Divi-
dends received are reported under “Revenues from shares and
interests”.

H) FAIR VALUE OF SECURITIES

The fair value of securities is determined as the price listed by
the relevant stock exchange or other active public market. In
other cases, fair value is estimated as the net present value of
cash flows taking into account the risks in the case of bonds.

The Bank uses only data available from the market in its
models designed to determine the fair value of securities. Val-
uation models take into account current market conditions ex-
isting at the valuation date, which may not reflect the market
situation before or after that date. At the balance sheet date, the
Bank’s management reviewed these models and ensured that
they adequately reflected current market conditions, including
relative market liquidity and credit spread.

) PARTICIPATING INTERESTS IN COMPANIES
WITH DECISIVE AND SIGNIFICANT
INFLUENCE

PARTICIPATING INTERESTS WITH DECISIVE
INFLUENCE

A subsidiary (participating interest with a decisive influence) is
an accounting entity controlled by another accounting entity.

Controlling an entity in which an investment has been made
means that the investor controls the entity if it is exposed to
or entitled to variable revenues by virtue of its exposure to the
entity and can influence those revenues through its power over
the entity.

The investor therefore controls the entity in which it has in-
vested only if all of the following points apply:

/ it has power over the entity in which it has invested,
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J on the basis of its exposure to the entity in which it has in-
vested, it is exposed to variable revenues or is entitled to
such revenues,

J it is able to use its power over the entity in which it has in-
vested to influence the amount of its revenues.

PARTICIPATING INTERESTS WITH SIGNIFICANT
INFLUENCE

A company with significant influence (hereinafter an “affiliate”)
is a company in which the Bank exercises significant influence
through its share in financial and operational decisions but does
not have the ability to control that company. A company with
significant influence that the Bank controls together with anoth-
er person and in which it does not itself have a decisive influ-
ence is also considered to be a participating interest.

Participating interests in companies with significant and de-
cisive influence are valued at acquisition cost, taking into ac-
count any permanent impairment.

The creation, release and use of related adjustments are rec-
ognised in the Profit and Loss Account in the items “Release of
adjustments for participating interests with decisive and signif-
icant influence” and “Losses from the transfer of participating
interests with decisive and significant influence, creation and
use of adjustments for participating interests with decisive and
significant influence”.

J)  SALE AND REPURCHASE OPERATIONS

Securities purchased or lent under agreements to resell (reverse
repo operations) are not recognised in the Balance Sheet. In
the case of the sale of securities thus acquired, the resulting
short position is reported at fair value in liabilities arising from
debt securities. Securities sold or lent under repurchase agree-
ments (repo operations) are retained in their original portfolio.
The underlying cash flows are reported at the settlement date
as receivables from banks, receivables from clients, payables to
banks and payables to clients.

Securities temporarily exchanged under a collateral ex-
change agreement are retained in their original portfolio in the
case of lent securities. Borrowed (lent) securities are not report-
ed in the Balance Sheet. In the case of the sale of securities thus
acquired, the resulting short position is reported at fair value in
liabilities arising from debt securities.

K)  FINANCIAL DERIVATIVES

Financial derivatives are initially recognised in the Balance Sheet
at acquisition cost and subsequently measured at fair value.

Fair values are derived from discounted cash flow models that
are based only on available market data. Valuation models take
into account current market conditions existing at the valuation
date, which may not reflect the market situation before or after
that date. At the balance sheet date, the Bank reviewed these mod-
els and ensured that they adequately reflected current market
conditions, including relative market liquidity and credit spread.

All derivatives are reported under other assets if they have a
positive fair value or under other liabilities if their fair value is
negative for the Bank.

Valuation differences on financial derivatives held for trad-
ing are included in the profit or loss from financial operations.

In the off-balance sheet, derivatives are reported at the un-
discounted contractual value of the underlying instrument in
the items “Receivables from fixed-term operations” and “Lia-
bilities from fixed-term operations”.

L) BANK GUARANTEES AND LOAN
COMMITMENTS

Issued bank guarantees are recorded in the off-balance sheet
from the date of execution of the bank guarantee agreement.
The Bank’s off-balance sheet liability resulting from a bank guar-
antee is reduced on the basis of the lending bank’s information
on the amount of the accumulated repaid principal of the guar-
anteed credit.

Guarantee revenues are recognised on an accrual basis (see
clause 2 o below). As of the date of delivery of the request for
performance from the creditor, the request is accounted for in
the off-balance sheet records. If the conditions specified in the
deed of guarantee are met, the bank guarantee is paid in fa-
vour of the creditor. At the moment of performance under the
guarantee, the off-balance sheet liability from the request for
performance is derecognised and the balance sheet receivable
from the client resulting from the performance under the guar-
antee is still recognised.

Issued credit commitments are commitments to provide a
credit according to the agreed conditions. In 2020 and 2021, the
Bank did not issue any credit commitments that were valued
at FVTPL.

M) INTEREST INCOME AND EXPENSE

Interest income and expense from all interest-bearing instru-
ments are reported on an accrual basis.

The effective interest rate method is a method for calculating
the amortised cost of a financial asset or a financial liability and
for allocating the interest income or expense over the relevant
period. The effective interest rate is the rate that discounts esti-
mated future cash flows until maturity or until the nearest date
of a change in the interest rate to the current value of the finan-
cial asset or liability.

When calculating the effective interest rate, the Bank takes into
account all contractual cash flows arising from the financial instru-
ment (e.g. early repayment options) but does not include future
credit losses in the calculation. The calculation includes all fees
paid or received between the parties that are part of the effective
interest rate, transaction costs and any premiums or discounts,
with the exception of credit fees, which are recognised immediate-
ly in revenues from fees and commissions. The straight-line meth-
od is used as an approximation of the effective interest rate for
securities with a remaining maturity of less than one year at the
time of the settlement of the purchase, for credits, other receiva-
bles and payables if the periods between repayments are less than
one year. Interest income includes accrued coupons and accrued
discounts and premiums on all fixed revenue instruments.

Interest income from credits within the support of small and
medium-sized enterprises includes accrued interest income
paid by clients or interest income paid within that support of



small and medium-sized enterprises by the state in accordance
with concluded contracts.

Revenues from non-performing credits are also accrued
and included in the balances of the respective credit. These
amounts are taken into account when determining the adjust-
ment for outstanding credits.

N) PENALTY INTEREST

Penalty interest is accrued to revenues only for receivables at
level 1. For other receivables, the accrual of penalty interest in-
come is suspended. This interest is excluded from revenue until
it is collected.

O) REVENUES FROM FEES AND COMMISSIONS

Fees and commissions are reported on an accrual basis as of the
date on which the service is provided. Fees and commissions
for arranging a transaction for a third party or for contributing
to such negotiations are recognised when the transaction to
which they relate is completed.

Commissions for the provision of guarantees (with the ex-
ception of guarantees financed from OP EIC funds: EXPANSION
(EXPANZE), COVID II, COVID Prague (COVID Praha) guaran-
tees) are deferred to revenues on the basis of the expected
course of repayment of the principal of the guaranteed credit.

For guarantees financed from OP EIC funds (EXPANSION
(EXPANZE), COVID II, COVID Prague (COVID Praha) guaran-
tees), the Bank is entitled to a fee for each managed guarantee
in a given calendar month. The fee is charged to the Bank’s rev-
enues on a monthly basis.

For COVID III guarantees, the guarantee bank is entitled to a
% share of the fee paid by banks.

P) PROVISIONS

Provisions are established if the Bank has an existing liability
as a result of past events and it is probable that an outflow of
resources will be required to settle the liability, and the amount
of the liability can be reasonably estimated. All provisions are
included in liabilities.

The creation of a provision is reported in the relevant item
of the Profit and Loss Account; its use is reported together with
the costs or losses for which the provisions were created in the
relevant item of the Profit and Loss Account. The release of an
unnecessary provision is recognised in revenues.

The provision is created in the currency in which the Bank
expects the relevant performance.

Q) TANGIBLE AND INTANGIBLE ASSETS
AND LEASED ASSETS

Tangible and intangible assets

Tangible and intangible fixed assets are valued at their ac-
quisition cost and depreciated over their estimated useful
life using depreciation rates based on the Income Tax Act, as
amended. Tangible assets are depreciated using the accelerated
depreciation method. Intangible assets are depreciated using

the accelerated or straight-line depreciation method, depend-
ing on the date of acquisition of the intangible asset. The costs
of repairs and maintenance of tangible assets are charged di-
rectly to costs. The technical appreciation of an individual asset
item is capitalised and depreciated.

Leased tangible and intangible assets

The accounting entity has been applying the International
Accounting Standard IFRS 16 Leases since 1 January 2019. A
contract is considered to be a lease if it transfers the right to
control the use of the identified asset for a specified period of
time for a consideration.

IFRS 16 introduces, in particular, changes in the accounting
and reporting on the part of the lessee. An accounting entity in
the role of the lessee shall recognise an asset from the right to
use the leased asset and the related lease liability in the Balance
Sheet, except where:

J the lease period is not more than 12 months;
J or the underlying asset has a low acquisition cost.

A contract contains a lease if, under it, the right to control the
use of an identifiable asset for a specified period in exchange for
a consideration is transferred.

For individual contracts, the Bank assesses whether the con-
tract meets the definition of a lease, i.e. whether:

J there is an identifiable asset and whether the lessor has a
material right to replace the asset with another asset;

J the Bank, as the lessee, has the right to obtain all economic
benefits for the period of their use;

J the Bank has the right to control the use of assets, i.e. the
lessor cannot change the conditions of use.

At the inception of the lease, the Bank recognises in the state-
ment of financial position:

/ the right to use the assets in the item “Tangible fixed assets”;
J the lease liability in “Other liabilities™.

The right of use is measured at acquisition cost, which includes
the initial amount of the lease liability adjusted for all lease pay-
ments made on or before the commencement date, plus direct
costs and an estimate of the costs of dismantling and removing
the underlying asset or renewing the underlying asset, less lease
incentives.

Subsequently, the right of use is depreciated on a straight-
line basis over its expected useful life or over the duration of
the lease if shorter. The estimated useful life of the right of use
is determined on the same basis as for the asset; in addition,
this asset is regularly reduced by any impairment losses and
adjusted by a certain revaluation of the lease liability.

At the commencement of the lease, the lease liability is
measured at the present value of the lease payments not yet
paid at the discounted incremental interest rate. Lease pay-
ments include:

J fixed payments, including what are called essentially fixed
payments;

/ index- or rate-dependent variable lease payments (the index
or rate that exists at the inception of the lease is used at the
inception of the lease);
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J the amount that the lessee must pay within what is called the
guaranteed residual value;

/ acall option if the Bank envisages its exercise and lease pay-
ments, including an extension option, if the Bank has rea-
sonable assurance that it will exercise the extension option;
and

/ penalties for termination of the lease.

Subsequently, the lease liability is measured at amortised acqui-
sition cost using the effective interest rate method. The liability
is divided into interest recognised at interest expense and amor-
tisation recognised as a reduction of the lease liability.

The liability is reassessed in the event of a change in future
lease payments resulting from a change in the index or rate if
the Bank’s estimates of the amount due change or if the Bank
changes its estimates as regards the exercise of the call option
or extension or termination of the lease of the asset in question.

In the event that the liability is reassessed, the book value
of the right of use is adjusted with an impact on the assets, or
directly to the Profit and Loss Account if the right of use is fully
depreciated, i.e. the book value of the asset is nil.

The Bank applies an exception in the reporting of leases and
does not account for rights of use and lease liabilities if the du-
ration of the lease is 12 months or less and/or the subject of the
lease is of low value. Lease payments from such contracts are
charged directly to costs by the Bank on a straight-line basis
over the duration of the lease and are recognised in the item
“Administrative costs”.

In the event that the Bank acts as the lessor, it evaluates at
the beginning of the lease whether it is a financial or operating
lease. The transition to IFRS 16 did not result in differences in
the reporting of leases in the Bank from the perspective of the
lessor.

R) TAXATION

TAX PAYABLE

The tax base for income tax is calculated from the profit or loss
for the current period before tax by adding non-deductible
costs, deducting revenue that is not subject to income tax, and
adjusting for tax rebates and setoffs if any. Current tax stated in
the Balance Sheet is already offset against tax advances.

VALUE ADDED TAX

The Bank is a registered payer of value added tax (hereinafter
“VAT”). Tangible and intangible fixed assets and inventories are
valued at acquisition cost, including value added tax. The Bank
does not apply input VAT as the ratio of income subject to VAT
to the total income of the Bank does not reach such an amount
that it is cost-effective for the Bank to apply input VAT. Input
VAT (excluding tangible and intangible fixed assets) is recog-
nised in costs immediately.

DEFERRED TAXES

Deferred tax is recognised for all temporary differences between
the residual value of assets and liabilities in the Balance Sheet
and their tax value, using the full liability method. A deferred
tax receivable is recognised to the extent that it is probable that
it will be realised against expected taxable profits in the future.

The deferred tax is calculated using the approved tax rate
for the period in which the Bank expects its realisation.

Deferred tax arising from the revaluation of available-for-sale
securities to fair value recognised directly in equity is also rec-
ognised in equity.

S)  STAFF COSTS, ADDITIONAL PENSION
INSURANCE AND SOCIAL FUND

Staff costs (employees of the Bank and members of the Board of
Directors of the Bank in executive management offices) are part
of administrative costs and also include remuneration paid to
members of the Board of Directors, the Supervisory Board and
the Audit Committee.

The Bank contributes to its employees’ pension savings and
life insurance. These contributions paid by the Bank for pen-
sion savings and life insurance are charged directly to costs.

To finance the state pension plan, the Bank makes regular
payments to the state budget.

The Bank has created a social fund to cover the social needs
of its employees and employee benefits. In accordance with the
accounting regulations in force in the Czech Republic, the allo-
cation to the social fund is not reported in the Profit and Loss
Account but as a profit distribution. The drawdown of the social
fund is not reported in the Profit and Loss Account either; it is
reported as a reduction of the fund.

T) PERSONS WITH A SPECIAL RELATIONSHIP
WITH THE BANK

Persons with a special relationship with the Bank (hereinafter
“related parties”) are defined in accordance with Section 19(1)
of the Act on Banks, as amended, as follows:

a) members of the governing body of the Bank;

b) members of the Board of Directors and the Supervisory
Board of the Bank and members of the Audit Committee,
Risk Committee, Remuneration Committee and Appoint-
ment Committee;

¢) persons controlling the Bank (see clause 15 of the Notes),
persons with a qualifying holding in these persons and
members of the management of these persons;

d

=

persons close to members of the Bank’s governing body,
members of the Board of Directors and members of the Su-
pervisory Board of the Bank, members of the Audit Com-
mittee, Risk Committee, Remuneration Committee and Ap-
pointment Committee and persons controlling the Bank;

e) legal entities in which any of the persons referred to in
clauses (a), (b) and (c) has a “qualifying holding”;

f) persons with a qualifying holding in the Bank and any per-
son controlled by them;

g) members of the Bank Board of the Czech National Bank;

h) persons controlled by the Bank.

SUBSEQUENT EVENTS

The effect of events that occurred between the balance sheet
date and the date of the Financial Statements is recognised in



the financial reports if those events provide additional evidence
about conditions that existed at the balance sheet date.

If significant events occurred between the balance sheet
date and the date of the Financial Statements that take into
account conditions that occurred after the balance sheet date,
the consequences of those events are described in the Notes
but are not recognised in the financial reports.

V) REGULATORY REQUIREMENTS

The Bank must comply with the regulatory requirements of the
CNB and the EU. These requirements include limits and other
restrictions on banks’ capital ratios, classification of loans and
off-balance sheet liabilities, the creation of adjustments and pro-
visions to cover loan risk associated with banks’ clients, liquidi-
ty and the Bank’s currency positions.

X) SUPPORT FOR SMALL AND MEDIUM-SIZED
ENTERPRISES

Through the Bank, the state provides support to small and me-
dium-sized entrepreneurs in the following forms:

PREFERENTIAL SME GUARANTEES

For the provision of guarantees, guarantee funds are created
as separate blocks of accounts in which the funds invested by
the sponsors of individual support programmes are kept. One
guarantee fund can serve several support programmes. From
the resources of these guarantee funds, entrepreneurs are
provided with a contribution used to pay a part of the guar-
antee price (guarantee commission) called the contribution
to the guarantee price (see clause 2 o above) and for a part of
guarantees also a financial contribution to the guaranteed loan.

For guarantees of the GUARANTEE 2015-2023 programme,
the client does not participate in the payment of the price for
the provision of the bank guarantee. The commission is fully
paid from the MIT funds.

For the EXPANSION, COVID II and COVID Prague guar-
antees, the Bank is paid a fee for the administration of the
Guarantee Fund. The amount and structure of the fee are in
accordance with EU Regulation No. 1303/2013 and are specified
in the relevant agreement concluded with the managing
authority.

The guarantee funds kept in risk coverage accounts which
are part of the guarantee funds cover losses from the perfor-
mance of guarantees. These funds are used to satisfy these re-
ceivables in the event of unsuccessful recovery of receivables
arising from guarantees. Losses arising from the performance
of guarantees that exceed the amount of funds held in the rele-
vant risk coverage account are settled by the Bank. In the event
of no special-purpose use of these funds to cover the Bank’s
final losses from individual programmes, these funds will be
returned to the sponsors of these programmes, either con-
tinuously or when the guarantee fund is settled. Balances in
risk coverage accounts and other guarantee fund accounts are
reported as part of Payables to state institutions.

In the case of the COVID II and COVID Prague guarantees,
clients are provided with a financial contribution to the guaran-

teed loan in the amount of interest paid by the client from the
OP EIC funds.

Since 2012, with the consent of shareholders, preferential
guarantees have been provided that are co-financed from the
Bank’s own resources.

PREFERENTIAL LOANS

The Bank provides soft loans at lower-than-market rates and
uses variously structured combinations of state funds, funds
obtained from international financial institutions or the finan-
cial market to refinance them. For loans provided without the
use of structural funds and preferential regional loans from
the resources of the South Bohemian Region, state funds rep-
resent a source for covering part or the full amount of losses
from loans provided and reimbursement of that part of the
Bank’s costs and reasonable profit not reflected in the interest
rate amount. The Bank agreed with the sponsors on the follow-
ing loan programmes: in 2017 EXPANSION, ENERGY SAVINGS
and ENERG with the MIT, in 2018 the INFIN loans programme
with the City of Prague, and in 2019 the S-ENTERPRISE loan
programme with the MoLSA, which are provided in the form
of co-financing investment loans with a zero interest rate and
a possible interest rate subsidy for a co-financed commercial
loan. In 2020, the Bank entered into an Agreement with the
MIT on the COVID Loan Fund, on the basis of which loans were
provided to clients of SMEs affected by the COVID pandemic.
In 2020, the provision of loan was also expanded to include
COVID loans.

For loans provided since 2004 with the participation of
the Structural Funds, the source has been loan funds, which
are created as separate blocks of accounts in which funds de-
posited by the sponsors of individual support programmes
and funds deposited by the Bank obtained from international
financial institutions or the financial market are kept. Interest
on loans paid by the client and default interest on the loans
provided are transferred to the relevant loan funds. Remunera-
tion (commission) in the amount and structure agreed with the
managing authority is paid to the Bank for activities related to
the management of loan funds and individual loans.

In the case of loan transactions, unlike guarantees, no risk
coverage fund is created and the percentages of allowable loss-
es are set in the contracts with the programme sponsors. Losses
above the set limit are covered by the Bank. The amount of al-
lowable losses is recorded in the off-balance sheet and is report-
ed in the item Commitments and guarantees received.

Y) SUPPORT FOR REPAIRS OF APARTMENT
BUILDINGS

Through the Bank, the State Housing Development Fund pro-
vides aid to apartment building owners in the following forms:

PREFERENTIAL GUARANTEES

Guarantees were provided by the Bank in its own name. Following
the provision of the guarantee, the resources of the State Housing
Development Fund were transferred to risk coverage accounts,
from which losses arising from the performance of guarantees are
covered. These funds are used to satisfy these receivables in the
event of unsuccessful recovery of receivables arising from guar-
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antees. Losses arising from the performance of guarantees that
exceed the amount of funds held in the relevant risk coverage ac-
count are settled by the Bank. In the event of no special-purpose
use of these funds (receivables are fully repaid, the guarantees
in question expire or guarantee receivables are repaid in full),
these funds will be returned to the State Housing Development
Fund, either continuously (for portfolio guarantees) or upon the
settlement of the guarantee fund. The balances in risk coverage
accounts were transferred to the CNB in 2013; there they are ear-
marked for their original purpose. The Bank records balances in
off-balance sheet accounts. The State Housing Development Fund
pays a fee to the Bank for the administration of the guarantees
that are provided. The provision of new guarantees was terminat-
ed in 2012 by the decision of the programme sponsor.

INTEREST RATE SUBSIDIES

As a representative, the Bank, in the name of and on behalf of
the State Housing Development Fund, entered into agreements
with apartment building owners on the gradual payment of sub-
sidies for the payment of interest, for a period of up to 15 years.
These subsidies are paid by the Bank from the State Housing
Development Fund. The State Housing Development Fund pays
the Bank the remuneration as the representative and the remu-
neration for payment services and related banking services. The
provision of new subsidies was terminated in 2011 by the deci-
sion of the programme sponsor.

Z) LOANS TO MUNICIPALITIES

The Bank provides loans to municipalities from funds obtained
under special programmes from international financial institu-
tions invested by the Czech Republic in the Regional Develop-
ment Fund programme, supplemented by funds obtained by
the Bank from the financial market.

AA) THE BANK’S PARTICIPATION IN THE
CENTRAL EUROPE FUND OF FUNDS

On the basis of Czech Government Resolution No. 1164/2016,
which approved the participation of the Czech Republic in the
Central Europe Fund of Funds (CEFoF) managed by the Eu-
ropean Investment Fund (EIF) through the Bank, agreements
with the EIF and the Ministry of Industry and Trade (MIT) were
signed by the Bank in December 2017, fulfilling this. Of the total
framework of CZK 240 million of the participation of the Czech
Republic, the total investment in the CEFoF as at 31 December
2021 was in the nominal amount of CZK 50 million and the
change in fair value was CZK 16 million. The total investment in
the CEFOF as at 31 December 2021 was at the nominal amount
of CZK 50 million and the change in fair value is CZK 16 million.
The book value of the total investment in the CEFoF as at 31
December 2021 was CZK 66 million. Further drawing will take
place gradually, on the basis of the individual requirements of
the CEFoF.

In 2021, the Bank assessed that the investment in the Central
Europe Fund of Funds, which is funded by the MIT, did not
meet the criteria for recognition in the Bank’s Balance Sheet,
for which reason the investment was derecognised from the
Bank’s Balance Sheet (Other assets) against the funds received
from the MIT (Payables to clients) and recognised within Values
taken into escrow and administration. As at 31 December 2020,
the investment amount was CZK 30 million.

BB) IMPACT OF CHANGES IN ACCOUNTING
METHODS

In 2021, the method of accounting for the statutory auditor’s
fees for the audit of the Financial Statements was changed.
The fee is now charged to the period to which it is materially
and temporally related. In previous years, fees were charged to
the period in which the Bank received invoices for the services
rendered.

3 CASH ON HAND AND DEPOSITS WITH THE CENTRAL BANK

CASH ON HAND AND DEPOSITS WITH CENTRAL BANKS BY TYPE OF INSTRUMENT

IN CZK MILLIONS

31 DECEMBER 2021 31 DECEMBER 2020

Cash on hand

1 1

Mandatory minimum provisions

70

Deposits with the CNB

5
105 0

NET BOOK VALUE 176 6

The mandatory minimum provisions represent the Bank’s mandatory deposits with the CNB. They bear interest at the repo rate for
the Czech crown, which as at 31 December 2021 was 3.75% p.a. (as at 31 December 2020: 0.25% p.a.).

DEPOSITS WITH CENTRAL BANKS - ADJUSTMENT

IN CZK MILLIONS

31 DECEMBER 2021 31 DECEMBER 2020

Gross amount 175 5
Adjustments 0 0
TOTAL 175 5

As at 31 December 2021 and 2020, deposits with central banks were not credit-impaired, and no significant increase in credit risk

was identified for them. Adjustments are calculated on the basis of the expected 12-month credit loss.



4 GOVERNMENT ZERO-COUPON BONDS AND OTHER SECURITIES ACCEPTED BY THE
CENTRAL BANK FOR REFINANCING

GOVERNMENT ZERO-COUPON BONDS AND OTHER SECURITIES ACCEPTED BY THE CNB FOR
REFINANCING, BY TYPE OF INSTRUMENT

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Government bonds 17,599 18,168
NET BOOK VALUE 17,599 18,168

In the periods under review, the Bank did not hold securities with a contractual maturity of up to one year. As at 31 December 2021
and 2020, the total value of government bonds and other securities accepted by the central bank for refinancing is represented only
by securities issued by related parties, i.e. the Czech Republic.

CLASSIFICATION OF GOVERNMENT ZERO-COUPON BONDS AND OTHER SECURITIES ACCEPTED
BY THE CNB FOR REFINANCING BY VALUATION CATEGORIES

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020
At amortised cost (AC) 7,481 7161
Measured at fair value through equity (FVOCI) 10118 11,007

NET BOOK VALUE 17,599 18,168

GOVERNMENT ZERO-COUPON BONDS AND OTHER SECURITIES ACCEPTED BY THE CNB FOR
REFINANCING - ADJUSTMENT

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Gross amount 17,601 18,170
Adjustments -2 -2
TOTAL 17,599 18,168

As at 31 December 2021 and 2020, government zero-coupon bonds and other securities accepted by the CNB for refinancing were
not credit-impaired and were not associated with a significant increase in credit risk. Adjustments were calculated on the basis of
the expected 12-month credit loss.

GOVERNMENT ZERO-COUPON BONDS AND OTHER SECURITIES ACCEPTED BY THE CNB FOR
REFINANCING AT FVOCI

Government zero-coupon bonds and other securities accepted by the CNB for refinancing at FVOCI are reported in the Balance
Sheet at fair value. The set adjustment of CZK 4 million as at 31 December 2021 (as at 31 December 2020: CZK 4 million) is part of
the item Valuation differences in the Bank’s equity.

5 RECEIVABLES FROM BANKS

RECEIVABLES FROM BANKS BY TYPE

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Current accounts with banks 12 3
Receivables from reverse REPO operations with the CNB 6,186 3,202
Other receivables from banks 2 0
NET BOOK VALUE 6,200 3,205

As at 31 December 2021 and 2020, no receivables from related parties were recorded.
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CLASSIFICATION OF RECEIVABLES FROM BANKS BY VALUATION CATEGORIES

All receivables from banks as at 31 December 2021 and 31 December 2020 are measured at amortised cost in accordance with IFRS
9.

RECEIVABLES FROM BANKS BY TYPE - ADJUSTMENT

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Gross amount 6,202 3,206
Adjustments® -2 .y
TOTAL 6,200 3,205

* Adjustments as at 31 December 2021 in the amount of CZK 2 million (as at 31 December 2020: CZK 1 million) are created for receiv-
ables from reverse repo operations with the CNB.

As at 31 December 2021 and 2020, receivables from banks were not credit-impaired, and no significant increase in credit risk was
identified for them. Adjustments were calculated on the basis of the expected 12-month credit loss.

6 RECEIVABLES FROM CLIENTS

RECEIVABLES FROM CLIENTS BY TYPE

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Credit receivables 7,531 6,873
géegli)t;impoired financial assets (Purchased or Originated Credit-Impaired; 1,000 841
Gross value of receivables from clients 8,531 7714
Adjustment for expected losses (item 11) -991 745
NET VALUE OF RECEIVABLES FROM CLIENTS 7,540 6,969

Of the total amount of receivables from clients, receivables from related parties amounted to CZK 266 million as at 31 December
2021 (31 December 2020: CZK 561 million).

* This is performance under guarantee. The gross value of receivables from clients under guarantees as at 31 December 2021 was
CZK 1,864 million, and the Bank’s adjustment for guarantees was CZK 864 million (as at 31 December 2020: CZK 1,882 million,
adjustment of CZK 1,041 million). The difference between the gross value of receivables from clients from the performance of
guarantees and the adjustment is covered by funds in the accounts of the programme sponsors, accounting synthesis 271 (Special-
purpose deposits), in the form of risk coverage funds (guarantees in the OPEI, INOSTART, EXPANSION, GUARANTEE 2015-2023,
COVID Prague and COVID Travel Agency Guarantee programmes).



RECEIVABLES FROM CLIENTS BY VALUATION CATEGORIES

IN CZK MILLIONS

31 DECEMBER 2021 31 DECEMBER 2020

Receivables from clients at amortised cost 7,539 6963
Receivables from clients mandatorily in FVTPL 1 6
NET VALUE OF RECEIVABLES FROM CLIENTS 7,540 6,969

RECEIVABLES FROM CLIENTS AT AMORTISED COST ACCORDING TO THE CREDIT RISK RATING GRADE

GRADE1 GRADE 2 GRADE 3
EXPECTED CREDIT EXPECTED CREDIT
LOSSES OVER THE LOSSES OVER THE
EXPECTED DURATION FOR DURATION FOR PURCHASED
12-MONTH FINANCIAL ASSETS FINANCIAL ASSETS OR PROVIDED
31 DECEMBER 2021 CREDIT THAT ARE NOT THAT ARE CREDIT- IMPAIRED
IN CZK MILLIONS PD LOSSES CREDIT-IMPAIRED CREDIT-IMPAIRED FINANCIAL ASSETS
Rating grade
No credit rating n 0 0 0 n
Credit rating 4 0.07 266 0 0 0 266
Credit rating 5 1.41 318 0 0 0 318
Credit rating 6 1.88 2,321 0 0 0 2,321
Credit rating X7 742 3,308 0 0 0 3,308
Credit rating 1-6
(up to X7) 6,224 (] (o] (o] 6,224
Credit rating 7 39.01 1 0 0 1
Credit rating X8 58.08 0 610 0 0 610
Credit rating 7 (up to X8) (o] 61 (o] (0] 61
Credit rating 8-10 100.00 0 0 696 1,000 1,69
(including X9)
Gross \(alue of receivables 6,224 611 696 1,000 8,531
from clients
Adjustments -300 -303 -388 0 -991
Net value of receivables 5924 308 308 1,000 7540

from clients
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GRADE1 GRADE 2 GRADE 3

®)

EXPECTED CREDIT EXPECTED CREDIT
LOSSES OVER THE LOSSES OVER THE
EXPECTED DURATION FOR DURATION FOR PURCHASED
12-MONTH FINANCIAL ASSETS FINANCIAL ASSETS OR PROVIDED
31 DECEMBER 2020 CREDIT LOSS- THAT ARE NOT THAT ARE CREDIT- IMPAIRED
IN CZK MILLIONS PD ES CREDIT-IMPAIRED CREDIT-IMPAIRED FINANCIAL ASSETS

Rating grade

No credit rating 13 0 0 0 13
Credit rating 4 0.07 561 0 0 0 561
Credit rating 5 140 385 0 0 0 382
Credit rating 6 2.56 2,160 0 0 0 2,160
Credit rating X7 997 2,725 0 0 0 2,725
Credit rating 1-6

(up to X7) 5.844 Y 0 0 5844
Credit rating 7 53.85 0 il 0 0 n
Credit rating X8 6519 0 536 0 536
Credit rating 7 (up to X8) (o] 547 (0] (0] 547
Credit rating 8-10

(including X9) 100.00 (] (o] 482 841 1,323
Gross \(alue of receivables 5844 547 482 841 7714
from clients

Adjustments -295 -273 =177 0 -745
Net value of receivables 5,549 274 305 841 6,969

from clients

The amount of adjustments for receivables from clients is described in more detail in clause 11.

CONSORTIUM CREDITS

Of receivables from clients as at 31 December 2021, consortium credits amount to CZK 137 million (2020: CZK 183 million).

ANALYSIS OF RECEIVABLES FROM CLIENTS BY TYPE OF COLLATERAL

The table shows the value of collateral received, up to the value of the credit. The unsecured part of the credits is then reported
under the item Not secured.

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Bank guarantees and collateral by reliable guarantors 1,643 1,370
Money collateral 4 3
Collateral as real estate mortgage 527 354
Other credit collateral 177 164
Not secured 6,180 5823
GROSS VALUE OF RECEIVABLES 8,531 7714

SECTORAL BREAKDOWN OF RECEIVABLES FROM CLIENTS

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Government institutions 423 753
Non-financial enterprises 7,701 6,604
Other financial institutions 12 29
Households (include homeowners' associations) 395 328
GROSS VALUE OF RECEIVABLES FROM CLIENTS 8,531 7,714

NDB ANNUAL REPORT — 2021 — NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS IN ACCORDANCE WITH CZECH ACCOUNTING REGULATIONS AS AT 31 DECEMBER 2021

Breakdown of receivables from clients according to the classification of economic activities (CZ-NACE)

nrb,



IN CZK MILLIONS 31 DECEMBER 2020
Administrative and support service activities 64 86
Real estate activities 408 192
Transport and storage 421 284
Information and communication activities 93 87
Cultural, entertainment and recreational activities 74 65
Other activities 45 50
Finance and insurance 13 42
Professional, scientific and technical activities 514 249
Construction 856 612
Mining and quarrying 37 4
Accommodation, catering and hospitality 235 242
Wholesale and retail 1,857 1,684
Public administration and defence 423 753
Production and distribution of electricity, gas and heat 132 202
Education 52 34
Water supply %0 108
Health and social care 89 98
Agriculture, forestry and fishing 232 195
Manufacturing industry 2896 2,727
GROSS VALUE OF RECEIVABLES FROM CLIENTS 8,531 7714
BREAKDOWN OF RECEIVABLES FROM CLIENTS BY INDIVIDUAL PROGRAMMES
IN CZK MILLIONS 31 DECEMBER 2020
Credits granted to state institutions 266 561
Credits for financing water management and municipal infrastructure 158 197
Other credits for small and medium-sized entrepreneurs 7,063 6,051
Credits for small and beginning entrepreneurs 32 35
Receivables from guarantees 1,000 841
Other receivables 12 29
GROSS VALUE OF RECEIVABLES FROM CLIENTS 8,531 7714

7 SECURITIES

DEBT SECURITIES BY TYPE

IN CZK MILLIONS

31 DECEMBER 2021

31 DECEMBER 2020

Bonds issued by government institutions 0 443
Bonds issued by credit institutions 500 597
Bonds issued by other financial institutions 42 44
Bonds issued by non-financial enterprises 170 210
NET BOOK VALUE 712 1,294

Of the total value of securities, securities issued by related parties amount to CZK 25 million as at 31 December 2021 (as at 31 De-

cember 2020: CZK 78 million).
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DEBT SECURITIES BY VALUATION CATEGORIES

IN CZK MILLIONS

Debt securities measured at fair value through equity (FVOCI)
NET BOOK VALUE

Debt securities held by the Bank are traded on stock exchanges.

DEBT SECURITIES IN FVOCI

31 DECEMBER 2021 31 DECEMBER 2020

712 1,294
712 1,294

GRADE1 GRADE 2 GRADE 3

EXPECTED CREDIT EXPECTED CREDIT

LOSSES OVER THE = LOSSES OVER THE

DURATION FOR DURATION FOR

EXPECTED FINANCIAL ASSETS FINANCIAL ASSETS

31 DECEMBER 2021 12-MONTH CREDIT THAT ARE NOT THAT ARE

IN CZK MILLIONS LOSSES CREDIT-IMPAIRED CREDIT-IMPAIRED
Book value of debt securities 712 (0] 0 712

GRADE1 GRADE 2 GRADE 3

EXPECTED CREDIT EXPECTED CREDIT

LOSSES OVERTHE = LOSSES OVER THE

DURATION FOR DURATION FOR

EXPECTED FINANCIAL ASSETS FINANCIAL ASSETS

31 DECEMBER 2020 12-MONTH CREDIT THAT ARE NOT THAT ARE
CZK MILLIONS LOSSES CREDIT-IMPAIRED CREDIT-IMPAIRED TOTAL
Book value of debt securities 1,294 (0] 0 1,294

Debt securities at FVOCI are reported in the Balance Sheet at fair value. Their book value is not reduced by the adjustment of CZK
4 million as at 31 December 2021 (as at 31 December 2020: CZK 4 million) set by the Bank. This is part of the item Valuation differ-

ences in the Bank’s equity.

8 SHARES, SHARE CERTIFICATES AND OTHER INTERESTS AND PARTICIPATING INTERESTS IN
COMPANIES WITH DECISIVE AND SIGNIFICANT INFLUENCE

SHARES, SHARE CERTIFICATES AND OTHER INTERESTS

SHARES, SHARE CERTIFICATES AND OTHER INTERESTS BY TYPE

IN CZK MILLIONS

31 DECEMBER 2021

Shares issued by financial institutions

NET BOOK VALUE

31 DECEMBER 2020
54 35
54 35

SHARES, SHARE CERTIFICATES AND OTHER INTERESTS BY VALUATION CATEGORY

IN CZK MILLIONS

31 DECEMBER 2021

Shares measured at fair value through equity (FVOCI)
NET BOOK VALUE

31 DECEMBER 2020
54 35
54 35

The Bank owns five shares in the European Investment Fund. In 2017, the Bank purchased from the European Investment Bank
three shares with a par value of EUR 3,000,000 and thus became, like many other development banks and institutions, a minority
shareholder in the EIF. The acquisition cost of the three shares was EUR 1,280,858.04. In September 2021, the Bank purchased an
additional two shares with a par value of EUR 2,000,000 at an acquisition cost of EUR 871,941.76.



PARTICIPATING INTERESTS WITH DECISIVE INFLUENCE

In 2021, an investment fund of qualified investors was established, the National Development Fund SICAV (Narodni rozvojovy fond
SICAV a.s.), with its registered office at Na Florenci 1496/5, 110 00 Prague 1, in which the Bank holds 100% of the founder’s shares.
The objective of the company is to secure private funds for financing public benefit projects using capital from responsible investors
on the basis of the principle of return on the invested funds. This is the fulfilment of the objectives set out in the Memorandum of
Cooperation for the implementation of the project of establishment of the National Development Fund between the Czech Repub-
lic, represented by the Ministry of Industry and Trade of the Czech Republic, and the banks Ceska spofitelna, a.s., Ceskoslovenska
obchodni banka, a.s., Komerc¢ni banka, a.s., UniCredit Bank Czech Republic and Slovakia, a.s. and the National Development Bank
(Narodni rozvojova banka, a.s.).

The value of this participating interest as at 31 December 2021 was as follows:

NET BOOK ACQUISITION REGISTERED OTHEREQUITY DIRECT SHARE IN THE

VALUE COST PAR VALUE CAPITAL ITEMS REGISTERED CAPITAL

IN CZK INCZK IN CZK IN CZK IN CZK AND VOTING

YEAR MILLIONS MILLIONS MILLIONS MILLIONS MILLIONS RIGHTS IN %
2021 25 2 2 2 23 100

SUMMARY FINANCIAL INFORMATION ABOUT THE NATIONAL DEVELOPMENT FUND SICAV
(NARODNi ROZVOJOVY FOND SICAV A.S.)

FINANCIAL INFORMATION OF THE AFFILIATE
IN CZK MILLIONS EQUITY TOTAL ASSETS REVENUES NET INCOME
As at 31 December 2021 and for 2021 13 18 0 -12

In 2019, the Bank established a subsidiary, Narodni rozvojova investicni, a.s., with its registered office at Na Florenci 1496/5, 110 00
Prague 1, in which it holds a 100% share. The company’s objective is to fulfil the strategic goals of the NDB as a national development
bank in the area of capital investments within the MIT programmes for small and medium-sized enterprises.

The value of this participating interest as at 31 December 2021 and 2020 was as follows:

NET BOOK ACQUISITION REGISTERED OTHEREQUITY DIRECT SHARE IN THE

VALUE COSsT PAR VALUE CAPITAL ITEMS REGISTERED CAPITAL

IN CZK INCZK IN CZK IN CZK IN CZK AND VOTING

YEAR MILLIONS MILLIONS MILLIONS MILLIONS MILLIONS RIGHTS IN %
2021 4 2 2 2 2 100
2020 4 2 2 2 2 100

SUMMARY FINANCIAL INFORMATION ABOUT NARODNi ROZVOJOVA INVESTICNI, A.S.

FINANCIAL INFORMATION OF THE AFFILIATE

IN CZK MILLIONS EQUITY  TOTAL ASSETS REVENUES NET INCOME
AS AT 31 DECEMBER 2021 AND FOR 2021 4 5 10 2
As at 31 December 2020 and for 2020 2 4 9 0

PARTICIPATING INTERESTS WITH SIGNIFICANT INFLUENCE

The Bank has one affiliate, which is MUFIS a.s. (hereinafter “MUFIS”), with its registered office at Jeruzalémska 964/4, 110 00 Prague
1. The Ministry of Finance of the Czech Republic holds a participating interest of 49% and the Union of Towns and Municipalities
of the Czech Republic holds 2%.

The value of this participating interest as at 31 December 2021 and 2020 was as follows:

DIRECT SHARE IN THE

ACQUISITION REGISTERED REGISTERED CAPITAL
NET BOOK VALUE COsT PAR VALUE CAPITAL AND VOTING RIGHTS
YEAR IN CZK MILLIONS IN CZK MILLIONS IN CZK MILLIONS IN CZK MILLIONS IN %

NDB ANNUAL REPORT — 2021 — NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS IN ACCORDANCE WITH CZECH ACCOUNTING REGULATIONS AS AT 31 DECEMBER 2021

2020 1 1 1 2 49
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SUMMARY FINANCIAL INFORMATION ABOUT MUFIS A.S.

FINANCIAL INFORMATION OF THE AFFILIATE

IN CZK MILLIONS EQUITY  TOTAL ASSETS REVENUES
AS AT 31 DECEMBER 2021 AND FOR 2021 4 4 (0}
As at 31 December 2020 and for 2020 5 5 0

NET INCOME

-1
-1

In terms of share, the Bank is the controlling entity, together with the Ministry of Finance of the Czech Republic. For the Bank,

MUFIS represents an affiliate that does not meet the characteristics of a jointly managed enterprise, as the Bank does not participate

in the management of the affiliate MUFIS.
At present, the company’s activities are subdued.

9 TANGIBLE AND INTANGIBLE FIXED ASSETS

TANGIBLE FIXED ASSETS

LEASEHOLD INVESTMENTS
EQUIPMENT PROPERTY IN PROGRESS

LAND AND AND  AND ASSETS AND
IN CZK MILLIONS ARTWORKS BUILDINGS FACILITIES (IFRS 16) PREPAYMENTS
As at 1 January 2020
Acquisition cost M 336 85 17 4 453
Accumulated depreciation 0 -232 74 -6 -312
Residual value n 104 n n 4 141
Year ended on 31 December
2020
Initial residual value n 104 n M 4 141
Acquisition 0 0 6 0 9
Disposals at residual value 0 0 0 0 -7 -7
Additior\s 'of Gccumulgtgd 0 8 a4 5 0 17
depreciation (depreciation)
Final residual value n 96 13 6 (0] 126
As at 31 December 2020
Acquisition cost M 336 84 17 448
Accumulated depreciation 0 -240 =71 -1 0] -322
Residual value n 96 13 6 (o] 126
LEASEHOLD INVESTMENTS
EQUIPMENT PROPERTY IN PROGRESS
LAND AND AND AND ASSETS AND
IN CZK MILLIONS ART WORKS BUILDINGS FACILITIES (IFRS 16) PREPAYMENTS

Year ended on 31 December

2021

Initial residual value M 96 13 6 0] 126
Acquisition 0 0 0 0 0 0
Disposals at residual value 0 0 0 0 0] 0
Gepreciotion (dapreciaton) 0 - B B ° 9
Final residual value n 87 8 1 (0] 107
As at 31 December 2021

Acquisition cost n 336 81 17 0] 445
Accumulated depreciation 0 -249 -73 -16 o] -338
Residual value n 87 8 1 107




INTANGIBLE FIXED ASSETS

OTHER INVESTMENTS IN
INTANGIBLE = PROGRESS AND

IN CZK MILLIONS SOFTWARE ASSETS PREPAYMENTS TOTAL
As at 1 January 2020

Acquisition cost 258 14 12 284
Accumulated depreciation -250 -13 0 -263
Residual value 8 1 12 21

Year ended on 31 December 2020

Initial residual value 8 1 12 21
Acquisition 44 0 37 81
Disposals at residual value 0 0 -44 -44
;(’;\jdec:)irg)cr?zt?;sccumuloted depreciation -10 0 0 10
Final residual value 42 1 5 48
As at 31 December 2020
Acquisition cost 300 14 5 319
Accumulated depreciation -258 -13 0 =271
Residual value 42 1 5 48
OTHER INVESTMENTS IN

INTANGIBLE PROGRESS AND
IN CZK MILLIONS SOFTWARE ASSETS PREPAYMENTS
Year ended on 31 December 2021
Initial residual value 42 1 5 48
Acquisition 36 0 43 79
Disposals at residual value 0] 0 -36 -36
aicﬁ:;oc?st?é:)ccumuloted depreciation 29 0 0 29
Final residual value 56 1 12 69
As at 31 December 2021
Acquisition cost 337 4 12 363
Accumulated depreciation -281 -13 0 -294
Residual value 56 1 12 69

10 OTHER ASSETS, DEFERRED COSTS AND ACCRUED INCOME

OTHER ASSETS

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Positive fair value of financial derivatives (item 24 c) 0 9
Receivables from the Fund’s deposits 0 25
Deferred tax receivables 17 1
Corporate income tax advance 33 63
Other receivables 26 20
Gross value of other assets 176 18
Adjustments (item 11) 13 13
TOTAL 163 105

Of the total value of other assets, other assets from related parties amount to CZK 5 million as at 31 December 2021 (as at 31 Decem-

ber 2020: CZK 27 million).

)
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DEFERRED COSTS AND ACCRUED INCOME

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

®)

Deferred costs 5 6
Accrued income 64 60
Gross value 69 66
Adjustments (item 11) 0 0
TOTAL 69 66

Of the total value of accrued income, accrued income from related parties amounts to CZK 64 million as at 31 December 2021 (as at
31 December 2020: CZK 60 million).

11 ADJUSTMENTS, PROVISIONS AND DEPRECIATION OF ASSETS

The Bank reported the following provisions and adjustments:

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Provisions

Provisions for guarantees provided (item 16) 3,21 3,259
Provisions for credit commitments (item 16) 69 34
Provisions for lines of credit (item 16) 24 1
Other provisions 19 17
Total 3,323 3,31
Adjustments

Receivables from central banks (item 3) 0 0
Receivables from banks (item 5) 2 1
Receivables from clients (item 6) 991 745
Securities at amortised cost (item 4) 2 2
Other assets, deferred costs and accrued income (item 10) 13 13
Total 1,008 761

The change in other provisions can be analysed as follows:

PROVISION FOR
CORPORATE INCOME PROVISION CRISIS  PROVISION DEPOSIT  OTHER PROVISIONS

IN CZK MILLIONS TAX RESOLUTION FUND INSURANCE FUND IN TOTAL
As at 1 January 2020 0 20 0 20
Net creation/release 0] 14 1 15
Application 0] =17 -1 -18
As at 31 December 2020 (0] 17 (0] 17
Net creation/release 0 19 1 20
Application 0] =17 -1 -18

AS AT 31 DECEMBER 2021 9 9

o
o

The table for other provisions includes the following items:

/ in 2021 and 2020, the net creation of a provision for corporate income tax was zero. As at 31 December 2021 and 31 December
2020, the Bank did not incur any tax liability.

J Creation of a provision for the annual contribution to the Crisis Resolution Fund in the amount of CZK 26 million (as at 31 De-
cember 2020: CZK 17 million). Simultaneously with the payment to the Crisis Resolution Fund, a provision of CZK 17 million (in
2020: CZK 17 million) was used and the remaining part of the created provision of CZK 7 million (as at 31 December 2020: CZK 3
million) was released because it was no longer needed. The provision of CZK 19 million will be used to pay the contribution in
2022, depending on the actual amount of the contribution set by the CNB.
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RECONCILIATION OF OPENING AND CLOSING PROVISION BALANCES

GUARANTEES PROVIDED

12-MONTH ECL

LIFETIME ECL

FOR NON-
CREDIT-IMPAIRED
FINANCIAL ASSETS

LIFETIME ECL FOR
CREDIT-IMPAIRED
FINANCIAL ASSETS

IN CZK MILLIONS (GRADE 1) (GRADE 2) (GRADE 3) TOTAL
Balance as at 1 January 2020 3,277 88 179 3,544
Conversion from 12-month ECL (grade 1) -2,240 2,228 12 (o]
Convgrsiop from lifetime ECL for non-credit- 1 o4 23 0
impaired financial assets (grade 2)

Conversion from lifetime ECL for non-credit-

) ) : X 1 14 -15 (]
impaired financial assets (grade 3)

Newly provided or purchased 508 0 0 508
financial assets

Derecognition of financial assets 745 -12 -99 -856
Depreciation 0 0 0 0
Revoluot‘ions and changes in 55 70 78 63
models/risk parameters

Exchange rate differences and other 0 0 0 o
movements

Balance as at 31 December 2020 857 2,224 178 3,259
Conversion from 12-month ECL (grade 1) -190 148 42 (o]
Convgrsiop from lifetime ECL for non-credit- 33 _49 16 0
impaired financial assets (grade 2)

Conversion from lifetime ECL for non-credit- 1 1 ) 0
impaired financial assets (grade 3)

Newly provided or purchased 705 0 0 705
financial assets

Derecognition of financial assets -201 -1,033 -90 -1,324
Depreciation 0 0 0 (o]
Revoluotjons and changes in 182 389 0 571
models/risk parameters

Exchange rate differences and 0 0 0 0
other movements

BALANCE AS AT 31 DECEMBER 2021 1,387 1,680 144 3.21

@)
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CREDIT COMMITMENTS AND LINES OF CREDIT

LIFETIME ECL
FOR NON- LIFETIME ECL FOR
CREDIT-IMPAIRED CREDIT-IMPAIRED
12-MONTHECL  FINANCIAL ASSETS  FINANCIAL ASSETS
IN CZK MILLIONS (GRADE 1) (GRADE 2) (GRADE 3)
Balance as at 1 January 2020 18 1 0
Conversion from lifetime ECL for non-credit- 5 2 3 0
impaired financial assets (grade 2)
Newly provided or purchased 25 0 0 25
financial assets
Derecognition of financial assets -13 -3 0 -16
Revaluations and changes in
models/risk parameters 5 2 0 7
Balance as at 31 December 2020 30 35
Conversion from 12-month ECL (grade 1) -17 8 (0]
Newly provided or purchased 73 0 0 73
financial assets
Derecognition of financial assets =27 -9 -6 -42
Revoluotjons and changes in 17 7 3 27
models/risk parameters
BALANCE AS AT 31 DECEMBER 2021 76 8 9 93



RECONCILIATION OF OPENING AND CLOSING ADJUSTMENT BALANCES

RECEIVABLES FROM CLIENTS

12-MONTH ECL

LIFETIME ECL

FOR NON-
CREDIT-IMPAIRED
FINANCIAL ASSETS

LIFETIME ECL FOR
CREDIT-IMPAIRED
FINANCIAL ASSETS

IN CZK MILLIONS (GRADE 1) (GRADE 2) (GRADE 3) + POCI TOTAL
Balance as at 1 January 2020 80 88 95 263
Conversion from 12-month ECL (grade 1) -306 235 71 o]
Convgrsiop from lifetime ECL for non-credit- 5 _25 20 0
impaired financial assets (grade 2)

Conversion from lifetime ECL for non-credit- 0 4 4 0
impaired financial assets (grade 3)

Newly provided or purchased 56 0 0 56
financial assets

Derecognition of financial assets -3 -6 0 -9
Depreciation 0 0 -183 -183
Income from previously written-off 0 0 ] 1
receivables

Revoluot‘ions and changes in 463 23 177 617
models/risk parameters

Balance as at 31 December 2020 295 273 177 745
Conversion from 12-month ECL (grade 1) -43 20 23 (0]
Convgrsiop from lifetime ECL for non-credit- 89 118 29 0
impaired financial assets (grade 2)

Conversion from lifetime ECL for non-credit-

impaired financial assets (grade 3) 6 31 -37 0
Newly provided or purchased 70 0 0 70
financial assets

Derecognition of financial assets -4 -4 -8 -16
Depreciation 0 0 -199 -199
Income.from previously written 0 0 1 1
off receivables

Revoluot'ions and changes in 3 101 402 350
models/risk parameters

BALANCE AS AT 31 DECEMBER 2021 300 k{ox 388 991

UNDISCOUNTED EXPECTED CREDIT LOSSES FROM FIRST REPORTED POCI

The overview of undiscounted expected credit losses (ECL) on initial recognition of purchased or provided credit-impaired financial

assets (POCI) first reported during the fiscal period is as follows:

IN CZK MILLIONS

Receivables from clients

TOTAL

10 42
10 42

®)
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SECURITIES
LIFETIME ECL
FOR NON- LIFETIME ECL FOR
CREDIT-IMPAIRED CREDIT-IMPAIRED
FINANCIAL FINANCIAL
12-MONTH ECL ASSETS ASSETS
IN CZK MILLIONS (GRADE 1) (GRADE 2) (GRADE 3)
Balance as at 1 January 2020 2 (0] (0]
Newly provided or purchased
financial assets 0 0 0 0
Revaluations and changes in
models/risk parameters 0 0 0 0
Balance as at 31 December 2020 2 (o] 0 2
Newly provided or purchased 0 0 0 0
financial assets
Revoluotjons and changes in 0 0 0 0
models/risk parameters
BALANCE AS AT 31 DECEMBER 2021 2 (0}

OTHER FINANCIAL ASSETS

LIFETIME ECL
FOR NON- LIFETIME ECL FOR
CREDIT-IMPAIRED CREDIT-IMPAIRED
FINANCIAL FINANCIAL
12-MONTH ECL ASSETS ASSETS
IN CZK MILLIONS (GRADE 1) (GRADE 2) (GRADE 3)
Balance as at 1 January 2020 (0] (0] n
Newly .provided or purchased 25 0 0 25
financial assets
Derecognition of financial assets -24 0 0 -24
Depreciation 0] 0] -1 -1
Revoluotjons and changes in 0 0 3 3
models/risk parameters
Balance as at 31 December 2020 1 (o} 13 14
Newly .provided or purchased 54 0 0 54
financial assets
Derecognition of financial assets -53 0] 0 -53
Depreciation 0] 0] -1 -1
Revaluations and changes in
; 0] 0] 1 1
models/risk parameters
BALANCE AS AT 31 DECEMBER 2021 2 (0] 13 15



OVERVIEW OF THE BALANCE OF ADJUSTMENTS

31 DECEMBER 2021

OTHER
IN CZK MILLIONS IMPAIRMENT RECEIVABLES FINANCIAL
BANK'S RATING GRADE GRADE IFRS 9 FROM CLIENTS SECURITIES ASSETS TOTAL
Credit rating 1-6 (up to X7) Grade 1 300 2 2 304
Credit rating 7 (up to X8) Grade 2 303 0 0 303

Credit rating 8-10 (including X9) and

credit-impaired financial assets Grode 3 388 0 13 401

TOTAL 991 2 15 1,008
31 December
2020
Credit rating 1-6 (up to X7) Grade 1 295 2 1 298
Credit rating 7 (up to X8) Grade 2 273 0 0 273
Credit rating 8-10 (inclyding X9) and Grode 3 177 0 13 190
credit-impaired financial assets
TOTAL 745 p 14 761

RECONCILIATION OF THE CREATION, RELEASE AND USE OF ADJUSTMENTS AND PROVISIONS

N CZRMILIONS T | 2020

Revenues from previously written-off receivables 1 1
TOTAL 1 1
Net creation of adjustments for financial assets -262 -497
Use of adjustments 192 174
Write-off of receivables -192 174
Net provisioning of financial assets -10 268
TOTAL =272 -228

12 PAYABLES TO BANKS

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020
Credits received from development banks * 469 942
TOTAL 469 942

* Development banks are: the European Investment Bank (EIB), Kreditanstalt fiir Wiederaufbau (KfW), the Nordic Investment Bank
(NIB) and the Council of Europe Development Bank (CEB).

As at 31 December 2021 and 2020, no payables to related parties were recorded.

13 PAYABLES TO CLIENTS

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Payables to government institutions 19,598 17,351
Payables to financial institutions 4,573 3,273
Payables to non-financial enterprises 159 48
Payables to households (include homeowners’ associations) 4 4
TOTAL 24,334 20,676
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Of the total amount of payables to clients, payables to related parties as at 31 December 2021: CZK 18,988 million (as at 31 December
2020: CZK 16,679 million). The Bank’s management believes that such deposits were accepted in principle under the same con-
ditions and interest rates as comparable transactions with other clients made at the same time. In the opinion of the Bank’s man-
agement, an interest rate other than the usual interest rate was not used in these cases and these deposits do not show a different
liquidity risk or other unfavourable factors.

Under the item “Payables to government institutions”, funds are included, inter alia, in risk coverage accounts if they are creat-
ed from funds provided by programme sponsors. The structure of these payables is as follows:

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Funds of sponsors from closed programme aid 12,788 1,030

®)

Guarantee risk coverage accounts 7,554 6,870

FUNDS OF SPONSORS FROM CLOSED PROGRAMME AID

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Funds of sponsors from closed programme aid 12,788 1,030
of which:

OP EIC Expansion (Expanze) credits 7,815 6,289
OP EIC - Expansion (Expanze) - COVID credits 164 428
OP EIC - ENERGY SAVINGS (USPORY ENERGII) credits 291 192
ENERG credits 129 129
COVID operating credits 490 496
OP EIC EXPANSION (EXPANZE) guarantees 1123 818

GUARANTEE RISK COVERAGE ACCOUNTS

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Guarantee risk coverage accounts 7,554 6,870
of which:

COVID Il guarantees 3,495 3,584
COVID Prague (COVID Praha) guarantees 390 402
COVID Travel Agency (COVID CK) guarantees 122 0
Panel and New Panel (Novy Panel) guarantees 969 969

14 OTHER DEFERRED LIABILITIES, REVENUES AND EXPENSES

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Negative fair value of interest rate derivatives (clause 24 c) 0 5
Negative fair value of currency derivatives (clause 24 c) 6 7
Other special-purpose deposits and liabilities - resulting credit balance 0 1
Liabilities arising from leases 1 7
Fund'’s deposited funds 0 25
Payables to suppliers 12 13
Payables to employees 20 17
Social security and health insurance payables of the Bank 7 5
Settlement with the state budget 2

Estimated liabilities 7 4
TOTAL 55 86
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DEFERRED REVENUES AND EXPENSES

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Accrued revenues 45 85
of which: accrued guarantee management fees Y 78
Deferred expenses * 77 51
TOTAL 122 136

* The item Deferred expenses includes an estimate for staff remuneration, including social security and health insurance payments,
as at 31 December 2021: CZK 64 million (as at 31 December 2020: CZK 36 million).

Of the total amount of deferred revenues and expenses, revenues from and expenses to related parties as at 31 December 2021 are
CZK 15 million (as at 31 December 2020: CZK 20 million).

LIABILITIES ARISING FROM LEASES

Up to one year

More than one year but a maximum of five years

Over five years

Total undiscounted lease payables

Lease payables after taking into account the discount

Up to one year

CZK MILLIONS 31 DECEMBER 2020
1
0
0
1
1
1
0

N O [N [N |O [N |o

Over one year

15 EQUITY AND PROFIT DISTRIBUTION

REGISTERED CAPITAL

31 DECEMBER 2021 31 DECEMBER 2020
PAR VALUE OF

ONE SHARE NUMBER OF  VALUE (IN CZK NUMBER OF  VALUE (IN CZK

(CzK) SHARES (PCS) MILLIONS) SHARES (PCS) MILLIONS)

Paid-up registered capital 239,500 10,988 2,632 10,988 2,632
Total registered capital 2,632 2,632

The shares are issued in book-entry registered form. The Central Securities Depository registers shares of the Czech Republic in the
asset accounts of the Ministry of Industry and Trade, the Ministry of Regional Development and the Ministry of Finance.

The shares of the Bank’s shareholders in its registered capital can be analysed as follows:

2021 2020
SHAREHOLDER/SHARE IN THE REGISTERED CAPITAL % %
Czech Republic 100.00 100.00
TOTAL 100.00 100.00
Registration of shares of the Czech Republic in the Central Securities 2021 2020
Depository in the asset accounts of ministries % %
Ministry of Industry and Trade of the Czech Republic 33.53 33.53
Ministry of Regional Development of the Czech Republic 33.53 33.53
Ministry of Finance of the Czech Republic 3294 3294
TOTAL 100.00 100.00

SHARES IN PROFIT
In 2021 and 2020, the Bank did not pay out any shares in profit.

®)
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PROFIT DISTRIBUTION
The net profit for 2020 was distributed and the profit for 2021 is proposed to be distributed as follows:

N CZK MILLIONS S aom 2020

Allocation to the social fund 13 13
Other funds created from profit 0 0
Transfer to retained earnings n M
NET PROFIT 24 24

VALUATION DIFFERENCES

N CZH MILLIONS T oo 2020

Initial balance 51 16

Items that will not be reclassified to the Profit and Loss Account

Change in valuation differences (equity instruments)

Net change in fair value 0 0
Tox effect 0 0
Subtotal 0o 0o

Items that are, or may subsequently be, reclassified to the Profit and Loss
Account

Change in valuation differences (debt instruments)

Net change in fair value -591 -80
Net (profit) or loss transferred to the Profit and Loss Account 10 0
Tax effect (item 22) m 15
Subtotal -470 -65
Change in adjustments for debt securities in FVOCI -1 (o]
Net change in valuation differences -47 -65
VALUE OF VALUATION DIFFERENCES - 10) 51

16 POTENTIAL RECEIVABLES AND PAYABLES

FINANCIAL GUARANTEES, CREDIT COMMITMENTS AND LINES OF CREDIT PROVIDED

Commitments to provide credit, lines of credit and credit guarantees to third parties expose the Bank to credit risk and loss in the
event of non-compliance by the client.

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Financial guarantees provided 52,387 43,705
Credit commitments provided 2,475 595
Lines of credit provided 1,093 471
Provision for off-balance sheet liabilities (item 11) -3,304 -3,294
TOTAL NET VALUE 52,651 4,477

As at 31 December 2021, lines of credit provided to related parties in the amount of CZK 300 million were recorded (as at 31 Decem-
ber 2020: CZK 300 million) in the form of an undrawn credit limit.

The Bank’s management believes that as at 31 December 2021 and 2020, there are no liabilities arising from the performance of
fiduciary duties.



SECTORAL BREAKDOWN OF FINANCIAL GUARANTEES

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Credit institutions* 13,323 5,433
Other financial institutions 54 55
Non-financial enterprises 36,290 35,153
Households 2,720 3,064
GROSS VALUE OF FINANCIAL GUARANTEES 52,387 43,705

* The value is given in the amount of the maximum possible performance towards individual credit institutions under the Portfolio
Guarantee Agreement between the NDB and the credit institutions.

COVERAGE OF FINANCIAL GUARANTEES PROVIDED

The financial guarantees provided are covered by the risk coverage funds in the special-purpose deposits of the programme sponsors
under the Panel, Inostart, OPEI, Vadium and OP EIC - Expansion programmes, including guarantees under the COVID II, COVID
Prague and COVID Travel Agency Guarantee programmes, or by provisions created from the Bank’s own resources under the National
Programme 2012-2014. The financial guarantees provided since 2015 under the National Programme 2015-2023 are covered by the
provisions created from the Bank’s own resources, the risk coverage fund and the counter-guarantee of the European Investment Fund
(EIF), COSME. The guarantees to credit institutions under the COVID III and COVID Invest programmes are covered by the Ministry
of Industry and Trade on the basis of the respective contracts concluded, which imply the obligation of the Ministry of Industry and
Trade to pay the required guarantee amounts to the NDB before any disbursement to credit institutions.

ANALYSIS OF FINANCIAL GUARANTEES BY TYPE OF COLLATERAL

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Cash collateral (risk coverage funds) 7,554 6,869
Guarantees received from the EIF 524 524
Guarantees received under COVID Il 13,323 5,433
Not secured 3,855 4141
Not secured (exposure from guarantees without performance risk) 27131 26,738
GROSS VALUE OF FINANCIAL GUARANTEES 52,387 43,705

SECTORAL BREAKDOWN OF CREDIT COMMITMENTS AND LINES OF CREDIT

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Government institutions 322 303
Other financial institutions 188 171
Non-financial enterprises 3,032 566
Households 26 26
GROSS VALUE OF CREDIT COMMITMENTS AND LINES OF CREDIT 3,568 1,066

FINANCIAL GUARANTEES RECEIVED

IN CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Government institutions * 14987 6,823
Other financial institutions 524 524
Non-financial enterprises 51 58
Households 1 0
GROSS VALUE OF FINANCIAL GUARANTEES 15,563 7,405

* The value of guarantees received from government institutions includes the COVID III financial guarantee of CZK 13,041 million
(as at 31 December 2020: CZK 5,433 million) and the COVID Invest financial guarantee of CZK 282 million (as at 31 December 2020:
CZK 0 million) towards credit institutions.

Furthermore, the Bank records credit commitments received in the amount of CZK 6,243 million (as at 31 December 2020:
CZK O million).
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COLLATERAL RECEIVED AND PROVIDED IN REPO TRADES

CZK MILLIONS 31 DECEMBER 2021 31 DECEMBER 2020

Credits granted in reverse repo operations 6,188 3,202

Collateral received at fair value 6,056 3138

The total value of Accepted pledges and collateral as at 31 December 2021 in the amount of CZK 9,487 million (as at 31 December
2020: CZK 6,075 million) also includes collateral received for securing credit exposures as at 31 December 2021 in the amount of
CZK 3,431 million (as at 31 December 2020: CZK 2,937 million).

As at 31 December 2021 and 2020, the Bank does not record collateral received from related parties and at the same time did not
provide collateral to related parties.

The Bank uses exclusively bonds and other interest-bearing securities in repo operations and reverse repo operations and op-
erations based on collateral exchange agreements (loans and borrowings of securities). Receivables from reverse repo operations
are included in receivables from banks and clients (clause 5). Liabilities from repo operations are included in payables to banks and
clients (clauses 12 and 13).

As part of these transactions, the Bank accepts and provides, as collateral, securities issued by the CNB and the Ministry of
Finance of the Czech Republic.

ASSET ACCOUNTS OF CLIENTS MANAGED IN THE CENTRAL SECURITIES DEPOSITORY
BY THE BANK

As part of its services, the Bank manages securities in asset accounts maintained with the Central Securities Depository.

VALUE OF ASSETS MANAGED IN THE CENTRAL SECURITIES DEPOSITORY

N CZRILIONS T o 2020

Czech Export Bank (Ceskd exportni banka, a.s.) 1,890 2,386
Ministry of Industry and Trade™ 2300 0
Ministry of Regional Development* 882 882
Ndrodni rozvojovd investiéni, a.s. 12 0

* Securities not priced on the public market are listed at par value.

The Bank records additional values received for administration in the amount of CZK 607 million (as at 31 December 2020:
CZK 589 million).

17 NET INTEREST INCOME

N CZR MILLIONS T e 2020

Interest on interbank transactions 107 59
Interest on credits to clients 28 35
Interest on credits to government institutions 23 4
Interest on bonds 229 276
Total interest income 387 an
Interest expense on short sales of debt securities 1 0
Interest on interbank transactions 46 53
Interest on deposits and credits from clients 15 23
Interest on deposits from government institutions 34 33
Total interest expense 96 109
NET INTEREST INCOME 29 302



Interest income and interest expense calculated on the basis of the effective interest rate method for the following items are as

follows:
IN CZK MILLIONS m 2020
Financial assets measured at amortised cost 258 229
Financial assets in FVOCI 129 179
Financial assets other than financial assets in FTVPL 387 408
Financial liabilities measured at amortised cost 96 109

In accordance with the applicable accounting procedures, only the penalty interest actually paid is transferred from the recorded
penalty interest on non-performing credits to revenues. Recorded unpaid penalty interest in the amount of CZK 435 million (2020:

CZK 435 million) was not accrued to revenues.

18 FEE AND COMMISSION REVENUES AND COSTS

IN CZK MILLIONS m 2020
Fees and commissions from guarantees 287 262
Fees and commissions from lending activities 89 66
Fees and commissions from payments 24 29
Fees and commissions from securities transactions * 0 0
Total revenues from fees and commissions 400 357
Fees and commissions on securities transactions 3 2
Total costs of fees and commissions 3 2
Net revenues from fees and commissions 397 355

* Fees and commissions from securities transactions for 2021 in the amount of CZK 16 thousand (2020: CZK 13 thousand) serve as
the basis for the calculation of the contribution to the Securities Dealers’ Guarantee Fund (see clause 20).

19 NET PROFIT/(LOSS) FROM FINANCIAL OPERATIONS

IN CZK MILLIONS m 2020
Profit and loss from securities 21 9
— Debt securities at amortised cost 5 8
- Debt securities in FVOCI 1 0

- Amounts transferred from comprehensive income 10 0

- Net creation of adjustments 1 0
- Change in fair value of trading securities 0 3
- Change in fair value of securities charged to costs or revenues 0 -2
- Short sales of securities 5 0
Profit/loss from financial assets mandatorily recognised at fair value 4 1
Profit/loss from trading derivatives 14 -15
Net change in the fair value of hedging derivatives 0 28
Profit/loss from foreign exchange operations 14 -6
TOTAL 25 17
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20 OTHER OPERATING COSTS

Of the total amount of other operating costs, the contribution paid in 2021 to:

J the Crisis Resolution Fund is CZK 19 million (in 2020: CZK 17 million). Simultaneously with the payment, the provision created
in the amount of CZK 17 million was used (clause 11);

/ the Deposit Insurance Fund is CZK 0.6 million (in 2020: CZK 0.5 million). Simultaneously with the payment, the provision
created in the amount of CZK 0.5 million was used (clause 11);

J the Securities Dealers’ Guarantee Fund is CZK 0.01 million (2020: CZK 0.01 million).

21 ADMINISTRATIVE COSTS

N CZR MILLIONS T oo 2020

Remuneration of management and supervisory bodies * 17 17
Management wages and salaries * 34 36
Wages and salaries of other employees 157 154
Social security and health insurance 70 69
Other staff costs 10 10
Audit, legal and tax advice 17 24
Other administrative costs 73 78
TOTAL 378 388

* Part of the remuneration has a deferred payment.

EMPLOYEE STATISTICS

Average number of members of the Supervisory Board 6 6
Average number of members of the Audit Committee 2 3
Average number of members of the Board of Directors 3 2
Average number of members of the management 21 18
Average number of other employees 214 208

The Bank’s management includes: the Directors of the Head Office Departments and the Branch Directors.

COSTS OF REMUNERATION PAID TO THE STATUTORY AUDITOR ON AN ACCRUAL BASIS

N CZRMILLIONS T o 2020

Mandatory audit of financial statements 1.2 1.2
Tax consultation 0.6 07
Other audit services 0.8 09
Consultancy 0.5 0.0
TOTAL 31 2.8

The statutory auditor also provided a company controlled by the Bank with an optional audit of the financial statements in the
amount of CZK 0.2 million (2020: 0.3 million).



22 [INCOME TAX

IN CZK MILLIONS m 2020
Profit before tax 13 24
Non-taxable revenues -2,364 1121
Non-deductible costs 2,410 956
Other items reducing/increasing the tax base -59 -1
Tax base

Corporate income tax payable (19%)

Income tax — deferred (19%) 1
Adjustment of income tax from previous years 5 -1
Total income tax n (]

DEFERRED TAXES

The recorded deferred tax can be analysed as follows:

IN CZK MILLIONS

31 DECEMBER 2021 31 DECEMBER 2020

Other provisions and adjustments 18 13
Difference between the book value and the tax base of an asset 0 -1
Tox effect of revaluation of securities to fair value in equity 99 -1
Total deferred taxes nz 1
Deferred tax status as at 1 January 1 -15
Movement through the Profit and Loss Account 6 1
Movement through equity m 15
DEFERRED TAX STATUS AS AT 31 DECEMBER n7 1

23 CLASSIFICATION OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES

The table below provides a reconciliation between Balance Sheet items and the valuation categories of financial instruments:

FVOCI -

CLAUSE  MANDA- DETER- DEBT FVOCI - AMOR-
31 DECEMBER 2021 OF THE TORILY MINED INSTRU- EQUITY IN- TISED
IN CZK MILLIONS NOTES INFVTPL INFVTPL MENTS STRUMENTS COST
Cash on hand and deposits with 3 0 0 0 0 176 176
central banks
Government zero-coupon bonds
and other securities accepted by 4 0 0] 10,118 0 7481 17,599
the central bank for refinancing
Receivables from banks 0 0] 0 6,200 6,200
Receivables from clients 6 1 0 0 0 7,539 7,540
Debt securities 0 0] 712 0 712
Shore;, share certificates and 8 0 0 0 54 0 54
other interests
Participating interests with 8 0 0 0 0 ] 1
significant influence
Participating interests with
decisive influence 8 0 0 0 0 29 29
Other assets 10 0 0 0 0] 64 64
TOTAL FINANCIAL ASSETS 1 (0] 10,830 54 21,490 32,375
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FVOCI -
CLAUSE  MANDA- DETER- DEBT FVOCI -
31 DECEMBER 2020 OF THE TORILY MINED INSTRU- EQUITY IN-
IN CZK MILLIONS NOTES INFVTPL INFVTPL MENTS STRUMENTS
Cash on hand and deposits with 3 0 0 0 0 6 6
central banks
Government zero-coupon bonds
and other securities accepted by 4 0 0 1,007 0 7161 18,168
the central bank for refinancing
Receivables from banks 5 0 0 0 3,205 3,205
Receivables from clients 6 0 0 6,963 6969
Debt securities 7 0] 1,294 0 0 1,294
Shoreg, share certificates and 8 0 0 0 35 0 35
other interests
Pgrt?gipotin_g interests with 8 0 0 0 0 1 ]
significant influence
Portigipqting interests with 8 0 0 0 0 4 4
decisive influence
Other assets 10 0] 9 0 0 60 69
TOTAL FINANCIAL ASSETS 6 9 12,301 35 17,400 29,751
FVOCI -
MANDA- DETER- DEBT FVOCI - AMOR-
31 DECEMBER 2021 TORILY MINED INSTRU- EQUITY IN- TISED
IN CZK MILLIONS CLAUSE INFVTPL INFVTPL MENTS STRUMENTS COST
Payables to banks 12 0 0 0 0 469 469
Payables to clients 13 0 0 0 0 24,334 24,334
Other liabilities and deferred 14 0 6 0 0 77 83
expenses
TOTAL FINANCIAL LIABILITIES 0 () (0] (0] 24,880 24,886
FVOCI -
MANDA- DETER- DEBT FVOCI - AMOR-
31 DECEMBER 2020 TORILY MINED INSTRU- EQUITY IN- TISED
IN CZK MILLIONS CLAUSE INFVTPL IN FVTPL MENTS STRUMENTS COST TOTAL
Payables to banks 12 0 0 0 0 942 942
Payables to clients 13 0 0] 0 0 20,676 20,676
Other liabilities and deferred 14 0 12 0 0 52 64
expenses
TOTAL FINANCIAL LIABILITIES (0] 12 (0] (0] 21,670 21,682
includes analysis of external and internal factors that affect
24 INFORMATION ON RISK MANAGEMENT the client’s activities. The economic evaluation is based on a

AND FINANCIAL INSTRUMENTS

A) CREDIT RISK

CREDIT RATING OF THE DEBTOR

In the case of small and medium-sized entrepreneurs, as well
as in that of municipalities, water management companies,
housing cooperatives, associations of housing unit owners and
non-profit organisations, the credit assessment is performed
in accordance with the Bank’s internal guidelines and is based
on the client’s creditworthiness assessment resulting from eco-
nomic and non-economic analysis. Non-economic evaluation

financial analysis performed on the basis of economic indica-
tors and additional information. The creditworthiness assess-
ment is performed for each credit risk transaction at the initial
assessment and the credit risk assessment is performed regu-
larly throughout the duration of the credit transaction, usually
at regular quarterly intervals. As part of its regular credit risk
assessment, the Bank focuses mainly on information on pay-
ment history obtained from the Central Credit Register and also
on information resulting from the analysis and financial analysis
of financial reports regularly sent by the clients that document
their economic situation.

For the credit assessment of a debtor, the Bank uses its own
internally developed rating tool, which is based on the princi-
ple of the synthesis of economic and non-economic informa-



tion about the client. The Bank regularly updates its rating
tool with relevant risk-free rates and surcharges in connection
with the line of business and other parameters. The rating tool
and its principles are documented in the Bank. The rating tool
serves as an aid to the analyst’s decision.

The credit risk is expressed by assigning the client to the
relevant risk category. The credit risk in a specific case is reg-
ulated by setting contractual terms, including trade collateral.

The Bank determines the riskiness of individual clients in
the segment of small and medium-sized entrepreneurs on the
basis of an analysis of the client’s financial situation and evalu-
ation of non-economic aspects (e.g. management experience,
management qualifications, market position). The Bank gener-
ally classifies clients into ten basic risk categories according to
the internal rating assigned to individual clients.

For transactions concluded on financial markets and for is-
suers of securities, the client’s creditworthiness rating is based
on a rating from internationally renowned rating agencies, as
well as an assessment of economic and non-economic aspects.
Standard and Poor’s, Moody’s and Fitch Ratings are considered
renowned agencies. The creditworthiness of counterparties and
issuers is regularly reassessed throughout the duration of the
business credit relationship. The frequency of the reassessment
depends on the risk category of counterparties and issuers.

PORTFOLIO CREDIT RISK MEASUREMENT

The Bank analyses the loss rates of products in individual years
and determines the rate of actual losses on the portfolios closed
in individual years. The Bank monitors the loss-making of its
guarantee and credit portfolio according to individual product
classes, as well as according to annual tranches. The results of
the analyses are regularly presented to the Bank’s management
as a basis for decision making in the areas of credit risk.

The Bank mainly analyses the following segments of its
products: infrastructure and municipal credits, credits to small
and medium-sized entrepreneurs and individual guarantees to
small and medium-sized entrepreneurs.

EXPECTED CREDIT LOSSES

INPUTS, ASSUMPTIONS AND TECHNIQUES
USED IN DETERMINING IMPAIRMENT

Credit risk rating grades are the basic input in creating a PD
curve for credit exposures over time. The Bank collects perfor-
mance and default information about its credit and guarantee
exposures. The Bank uses statistical models to analyse the data
obtained and to create PD curves and their course, depending on
the period remaining to maturity of the exposures (time struc-
ture), and to determine their expected changes over time.
Significant increases in credit risk are objectively assessed
through ongoing client monitoring. As part of the monitoring, the
Bank assesses changes in the client’s performance and changes
in the client’s expected future development. The Bank considers
a situation in which the client is in default for more than 30 days
or where information on the development of the client’s per-
formance indicates that the credit risk has deteriorated to be a
significant increase in credit risk. Ratings from client monitoring
are reflected in internal client ratings. If the credit risk increases
significantly, the client is reassigned to Stage 2 or Stage 3.

In addition to the internal rating, additional default indicators
can be used to indicate a significant increase in credit risk:

Market information:

J actual or expected significant adverse changes in the debt-
or’s regulatory, economic or technological environment, re-
sulting in a significant change in the debtor’s ability to meet
its debt liabilities,

J significant negative information from the market,

\

the sector is facing structural competitive challenges,

/ the sector is facing serious challenges related to environmen-
tal protection, public health, etc.,

/ substantial change in the legal regulation of the sector,

entry of a strong new competitor.

Economic environment/Sector:
J the sector is facing structural competitive challenges,

/ the sector is facing serious challenges related to environmen-
tal protection, public health, etc.,

/ substantial change in the legal regulation of the sector,

J entry of a strong new competitor.

Transaction behaviour:

/ material fines from the tax or other authorities or investiga-
tions for tax evasion or similar benefits,

J disruption, interruption or cessation of business,

/ new major litigation.

Quality and checking of collateral:

J significant changes in the value of the collateral securing the
liability in question,

/ negative change in the status and enforceability of the collat-
eral, e.g.:
- asignificant insured event on a key credit collateral
- a defect in the legal documentation that affects the en-
forceability
- expiry of insurance
- Inability to exercise control over assets (flows)
- unreliable valuation, etc.

The Bank determines a significant increase in the credit risk
on the basis of the consideration and assessment of adequate
and verifiable information and factors that are available with-
out incurring disproportionate costs or effort to indicate future
prospects.

DEFINITION OF DEFAULT

The Bank considers a debtor to be in default if the principal,
interest or fees on any exposure to the debtor are more than 90
days past due and/or the Bank has concluded, on the basis of
an analysis and/or other information about the client, that the
client is unlikely to repay in full its credit payables to the Bank
without taking specific action such as the utilisation of collateral.
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For the purposes of calculating expected losses, the Bank
divides exposures into three levels. Level 1 and level 2 are credits
and guarantees without default. In level 2, there are credits and
guarantees for which a significant increase in the credit risk has
been recorded since their inception. In addition to credits and
guarantees with default, purchased or originated credit-impaired
financial assets (POCI) are also recorded in level 3. The Bank clas-
sifies performance under guarantees in the POCI category.

CALCULATION OF EXPECTED CREDIT LOSSES

The key inputs for the calculation of expected credit losses (ECL)
are the time structures of the following variables/parameters:

/ probability of default (PD);
/ loss given by default (LGD);
J exposure at default (EAD).

These parameters are derived from our own internally devel-
oped statistical models and historical data, which need to be
adjusted to match the information about future prospects (FLI).

In order to ensure reliable and robust estimates of the fu-
ture evolution of the PD value, several approaches are used in
the FLI, which are then combined according to expertly deter-
mined weights representing the influence of each estimate on
the resulting value. Specifically, the following approaches are
combined:

J A statistical approach that is based on the estimation of
a statistical model that predicts the future evolution of the
default rate of the NDB portfolio using the macroeconomic
forecast of the MoF of the Czech Republic, weight 50%

J A statistical approach with an optimistic scenario,
which is based on the statistical approach, but where the
macroeconomic forecast of the MoF of the Czech Republic is
adjusted in an optimistic direction, weight 15%

J A statistical approach with a negative scenario, which
is based on the statistical approach, but where the mac-
roeconomic forecast of the MoF of the Czech Republic is ad-
justed in a negative direction, weight 15%

The positive and negative scenarios are based on the macroeco-
nomic forecast of the Ministry of Finance of the Czech Republic,
which is adjusted for the purposes of the scenarios as follows:
- variables representing the relative or absolute change in a
macroeconomic variable (i.e. variables that do not “accu-
mulate” over multiple periods, e.g. quarterly GDP change)
are adjusted by adding/subtracting the product of the stand-
ard deviation from the available history of the variable
- other variables (i.e. variables that represent a “state” or
are “cumulative” over multiple periods, e.g. GDP or the
share of the balance of goods and services in GDP) are
adjusted by adding/subtracting the product of the stand-
ard deviation of the change in the variable over the corre-
sponding future horizon (e.g. for a horizon of one year, the
standard deviation of the annual changes in the variable is
used), determined on the basis of the available history of
the variable

/ An approach based on the CNB’s forecast on the basis of the
CNB’s baseline scenario according to the Financial Stability
Report, weight 20%

- Specifically, it is based on the expected evolution of the
12-month default rate on bank credits to non-financial
companies under the baseline (BS) scenario described in
the Financial Stability Report.

- The Financial Stability Report is issued once a year
(usually in June) with data up to date as at 31 March of
that year. The 12-month default rates for bank credits to
non-financial companies are indicated there:

- always for the last year and forecasts for the next
three years
- in some years, a quarterly forecast is added.

¢ The use of the CNB forecast approach as an “alternative”
view of the expected future evolution of the default rate
is justified by the relatively strong dependence of the
CNB default rate of non-financial companies and the de-
fault rate observed on the NDB portfolio.

/ An expert approach capturing effects that are not captured
in the forecast of the MoF of the Czech Republic or the CNB
or that may invalidate the relationships used in the statistical
approach, weight 0%.

The combination of the above approaches, including the above
weights, results in an increase in the creation of adjustments
of 8.9% for Stage 1 and 0.1% for Stage 2 as a result of the ap-
plication of FLI. As part of the sensitivity analysis, the Bank
modelled the changes in weights for each scenario with the
following results. A possible increase in the weight of the sta-
tistical approach with a positive scenario (from 15% to 50%) at
the expense of the statistical scenario (from 50% to 15%) would
lead the application of FLI to a 0.3% increase in the creation
of adjustments for Stage 1 and a 3% decrease in the creation
of adjustments for Stage 2. A possible increase in the weight
of the statistical approach with a negative scenario (from 15%
to 50%) at the expense of the statistical scenario (from 50% to
15%) would lead the application of FLI to a 19.9% increase in the
creation of adjustments for Stage 1 and a 4.7% increase in the
creation of adjustments for Stage 2.

PD estimates are point-in-time estimates that are calculated
on the basis of statistical models and rating tools tailored to dif-
ferent categories of counterparties and exposures. These sta-
tistical models are based on internally obtained data, including
both quantitative and qualitative factors. If available, market
data can also be used to determine the PD for large corporate
counterparties. If a counterparty or exposure is shifted be-
tween rating grades, then this leads to a change in the estimate
of the relevant PD.

The LGD represents the amount of probable loss if a default
occurs. The Bank estimates the LGD parameters on the basis of
the historical recovery yield from debtors in default. LGD mod-
els take into account collateral, subordination of receivables,
counterparty sector and debt collection costs.

The calculation is performed on the basis of discounted
cash flows using the effective interest rate as a discount factor,
except for exposures in the SME segment, where the EIR is O.
The reason for this procedure is the fact that the Bank provides
privileged guarantees and credits to clients at a zero rate, which
corresponds to the standard market conditions of development
and guarantee institutions.

The EAD represents the expected credit exposure at the
time of default. The Bank determines the EAD on the basis of



the current exposure to the given counterparty and possible
changes in the current exposure on the basis of a contract con-
cluded with the counterparty, including regular and early re-
payments.

The EAD of a financial asset is its gross book value. For cred-
it commitments and financial guarantees, the EAD includes
the amount drawn, as well as possible future drawdowns that
may occur on the basis of the concluded contract. These future
drawdowns are estimated on the basis of historical experience
and forecasts of future prospects. For some financial assets, the
EAD is determined by modelling the range of possible resulting
exposures at different future times using scenarios and statisti-
cal methods.

The economic situation in the Czech Republic in 2021 was
still considerably affected by the coronavirus pandemic, signif-
icant inflation and rising interest rates, which of course had a
significant negative impact on the portfolio of bank guarantees
and credits. Given the significant concentration of banking
products in the SME segment, it is necessary to take into ac-
count the relatively significant correlation between the growth/
decline of domestic and European GDP and the performance
of the SME sector. The unique situation that arose in 2020 and
continued in 2021 in the context of nationwide lockdowns in
a number of sectors and inflation causes possible inaccuracies
in the standard ECL parameter estimation models used by the
Bank, exacerbated by the difficulty the Bank’s usual clients had
in delivering adequate and relevant performance information
that the Bank normally takes into account in its internal rating.
Furthermore, the Bank is not a parent bank for any client, does
not conduct payment transactions and always provides only
supporting complementary products for projects that the client
normally implements through credit financing or other bank-
ing products from its parent bank. The absence of payment in-
formation, combined with the ex-post information obligation of
the client, also leads to a certain information asymmetry.

In connection with the above reasons and taking into
account the necessary prudence, the Bank has implemented
a management overlay in the calculation of adjustments. The
management overlay is applied across the entire portfolio and
amounts to approximately 25% of the total volume of Stage 1
and Stage 2 adjustments and is evenly distributed across the
different internal rating grades. In view of a certain information
asymmetry resulting from the specifics of the Bank’s products,
SME banking clients and especially the complex economic sit-
uation in the Czech Republic and Europe, with an emphasis on
a significantly inflationary environment, the management over-
lay for 2021 is an important and necessary element of the risk
management system and the long-term stability of the Bank.

METHOD FOR CALCULATING PROVISIONS FOR
M-GUARANTEES

In the case of portfolio M-guarantees, the credit risk is divided be-
tween the lending banks and the NDB and its amount is precisely
limited by the maximum possible performance of the bank guar-
antee within the individual aid programmes. The exact amount
of the total possible payments from the portfolio of issued bank
guarantees, for which the Bank creates provisions or funds to
cover risks in full, is contractually agreed with the lending banks.

When calculating provisions for the M-guarantees, the Bank
divides the M-guarantees into guarantees with uncompleted

drawdown of the guaranteed credit and guarantees with com-
pleted drawdown of the guaranteed credit. The amount of the
provisions is calculated on the original amount of the guarantee
for guarantees with uncompleted drawdown of the credit, and
on the drawn-down amount of the credit for guarantees with
completed drawdown of the credit. The maximum benefit is
limited to an agreed percentage of the relevant portfolio, e.g.
10% of the volume of credits drawn for the M-guarantee portfo-
lio in the National Programme (NP) 2015-2023. For the portfolio
of M-guarantees in NP 2015-2023, the value of the calculated
provisions is reduced by the effect of the counter-guarantee of
the European Investment Fund (EIF), COSME. The maximum
benefit from the M-guarantees is covered by the sum of the es-
tablished provisions and risk coverage funds.

As at 31 December 2020, the Bank undertook a reclassifi-
cation between Stage 1 and Stage 2 in the area of M-guaran-
tees, which was based on a sectoral approach in relation to
the identification of sectors whose performance had suffered
in connection with restrictive measures applied in the fight
against the coronavirus pandemic. The transfer of the relevant
positions to Stage 2 reflected an increase in the credit risk level
for individual business cases for which the Bank did not have
sufficiently reliable information on an individual basis and the
Bank considers it to be correct from the point of view of risk
management.

SECURING CREDIT AND GUARANTEE
RECEIVABLES

Movable and immovable pledges are recorded in the accounts
and are valued on the basis of an expert’s opinion (par value of
collateral). For real estate, the Bank performs central revalua-
tions to market prices when market conditions change on the
basis of price maps prepared by an external agency. The Bank
keeps the liabilities of natural persons and legal entities and
bills of exchange in its records and they are valued at the values
set by the Bank’s internal guidelines.

The realisable value of collateral takes into account the costs
of realisation of collateral, including the time value of money.

RECOVERY OF RECEIVABLES FROM DEBTORS

The Bank recovers due receivables from bank guarantees and
credits in its own system of risk-based business case manage-
ment using all legal instruments in accordance with generally
applicable legal regulations. To speed up the recovery process, it
works with an arbitration clause on credit and guarantee agree-
ments and with enforceable entries.

PREFERENTIAL LOANS AND PREFERENTIAL
GUARANTEES WITHIN THE OPERATIONAL
PROGRAMME ENTERPRISE AND INNOVATION
(OPEI)

The Bank ensures, at its own expense, the recovery of receivables
for the return of state aid, as well as possible receivables from a
guarantee or a loan provided under the Operational Programme
Enterprise and Innovation (OPEI). After the payment of the re-
ceivable or after its settlement to the debit of the programme
funds in the event of its irrecoverability, the receivable is derec-
ognised from the accounting, and the loss exceeding the agreed
share of drawn credits or the amount of funds in the risk cover-
age accounts in the case of guarantees is covered by the Bank.
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PREFERENTIAL LOANS UNDER THE
OPERATIONAL PROGRAMME ENTERPRISE
AND INNOVATIONS FOR COMPETITIVENESS
(OP EIC)

Since 1 June 2017, the Bank has been providing soft loans in the
Expansion programme and since 19 September 2017 also soft
loans in the ENERGY SAVINGS programme within the Opera-
tional Programme Enterprise and Innovation for Competitive-
ness. The loans are financed from a loan fund created from the
European Structural and Investment Funds.

The loans are provided as interest-free with a grace period.
A financial contribution for the payment of interest is provided
for selected loans, which serves the ultimate beneficiaries for
the partial or full payment of interest on a commercial loan
drawn for the implementation of an supported project. In
the case of the ENERGY SAVINGS programme, clients are also
provided with a financial contribution to cover the costs of the
energy assessment.

PREFERENTIAL LOANS UNDER
THE ENERG PROGRAMME

Since 1 June 2017, the Bank has been providing soft loans in the
national ENERG programme. The loans are financed from a
loan fund created from the state budget.

The loans are provided as interest-free with a grace period.
A financial contribution is provided for the loans for achieving
the results of the project and a financial contribution to cover
the costs of the energy assessment.

PREFERENTIAL LOANS UNDER
THE INFIN PROGRAMME

Since 2018, the Bank has been providing soft loans in the IN-
FIN programme. The INFIN programme offers small and medi-
um-sized enterprises soft loans to finance innovative business
projects in the City of Prague. The programme is financed from
the ESI Funds within the Operational Programme Prague -
Growth Pole of the City of Prague. The loans are provided as
interest-free with a grace period.

PREFERENTIAL LOANS FROM THE MINISTRY
OF LABOUR AND SOCIAL AFFAIRS
- S-ENTERPRISE

Since 2020, the Bank has been providing preferential loans
named S-ENTERPRISE from MoLSA. The programme funds
finance soft loans for social enterprises, for which it is often
difficult, if not impossible, to meet the requirements of financial
institutions. The loans are provided as interest-free with a grace
period. The programme is funded by the ESIF Funds.

COVID | LOAN PROGRAMME

In connection with the COVID-19 pandemic, the Bank provided
a COVID I preferential loan for small and medium-sized enter-
prises in 2020 in accordance with the decision of the Govern-
ment of the Czech Republic. The aim of this loan was to facili-
tate access to operational financing for small and medium-sized
enterprises. The loan could be used for the acquisition of small
tangible and intangible assets, for the acquisition and financing
of inventories and for other operating expenses.

PREERENTIAL GUARANTEES IN NATIONAL
GUARANTEE PROGRAMMES

In the period from 2009 to 2021, the Bank provided preferential
guarantees in programmes announced by the Ministry of Indus-
try and Trade to support small and medium-sized enterprises.
The products were financed from the funds of guarantee funds
created with the participation of state budget funds and from
funds revised within other business support programmes and,
since 2012, also from the Bank’s own funds. The GUARANTEE
2015-2023 programme has been expanded to include a SMART
digitalisation loan guarantee since April 2021.

PREFERENTIAL GUARANTEES IN THE
EXPANSION PROGRAMME

Since March 2019, the Bank has been providing preferential
guarantees in the EXPANSION programme. These guarantees
are financed from the European Structural and Investment
Funds under the Operational Programme Enterprise and Inno-
vation for Competitiveness.

COVID GUARANTEE PROGRAMMES

In connection with the COVID-19 pandemic, in 2020 the Bank
introduced the COVID II, COVID Prague and COVID III guaran-
tee programmes in accordance with the decision of the Govern-
ment of the Capital City of Prague.

The COVID II guarantee programme served to facilitate the
access of self-employed persons and small and medium-sized
entrepreneurs affected by the pandemic to operational financ-
ing in the form of a commercial loan guarantee. The programme
is financed from the EU structural funds and is not intended to
finance projects in the City of Prague.

The COVID Prague guarantee programme was prepared by
the Bank in cooperation with the Capital City of Prague. The
aim of this guarantee programme was to facilitate access to
operational financing for self-employed persons and small and
medium-sized entrepreneurs active within the territory of the
City of Prague who were affected by the pandemic. The pro-
gramme is financed from the Operational Programme Prague
- Growth Pole.

The aim of the COVID III guarantee programme was to sup-
port enterprises affected by the coronavirus pandemic and
related preventive measures through guarantees for working
capital loans. This programme covered entrepreneurs with up
to 500 employees.

The Bank ensures, at its own expense, the recovery of re-
ceivables from performance under guarantees and from sanc-
tions for breaches of the terms of the guarantee agreements.
After the payment of the receivable or after its settlement to
the debit of the programme funds in the event of its irrecover-
ability, the receivable is removed from the Bank’s accounting.
Losses in excess of the funds in the risk coverage accounts are
covered by the Bank.

RISK CONCENTRATION

The Bank considers it a significant concentration of risk if un-
reasonable concentrations of exposures to variously related
persons or groups of persons or to persons from the same in-
dustry, geographical area or the same activity could cause a



significant impact on the Bank’s operations and stability in the
event of adverse developments.

The risks in the Bank are concentrated primarily in the area
of preferential guarantees for SME loans and loans for repairs
of apartment buildings, soft loans provided by the Bank to
small and medium-sized entrepreneurs and the Bank’s loans
for business entities and municipalities for water management
projects. Most of these loans and guarantees are provided in
cooperation with the state administration, and since the state
participates in covering some of the risks in some transactions,
the risk is spread over several entities. The Bank manages con-
centration risk in relation to the rules for loan exposure and
through a system of limits for loan risk management. To de-
termine the concentration of loan risk, the Bank mainly uses
methods and procedures based on the analysis of data stored in
the Bank’s internal business and accounting system. The Bank
does not use any hedging derivatives to eliminate these risks.
These risks are monitored periodically.

FINANCIAL MARKET INSTRUMENTS

In accordance with internal guidelines, the Bank defines fi-
nancial instruments in which it can invest and with which it
can manage currency and interest rate risks. These are mainly
deposits, bonds (mortgage bonds, Czech crown bonds, foreign
currency bonds and Eurobonds), bills of exchange, derivatives
(forex operations - FX, cross-currency swaps - CCS and interest
rate swaps - IRS). The loan rating of counterparties and issuers
is based on the rating of the client’s loanworthiness, which re-
sults from a rating from internationally renowned rating agen-
cies and an assessment of economic and non-economic aspects.
The loanworthiness of counterparties and issuers is regularly
reassessed throughout the duration of the business loan rela-
tionship.

QUALITY OF THE SECURITIES PORTFOLIO

Portfolio of securities by individual rating grades and broken
down by individual groups of financial assets:

31 December 2021
IN CZK MILLIONS AA-TO AA+ A-TO A+ A TOBBB
Equity instruments in FVOCI 0 0 54 54
Debt instruments in FVOCI 10,524 0 306 10,830
Securities at amortised cost 7,481 0 0 7481

TOTAL 18,005 0 360 18,365

31 December 2020
IN CZK MILLIONS AA-TO AA+ A-TO A+ ATO BBB
Equity instruments in FVOCI 0 0 35 35
Debt instruments in FVOCI 11,200 0 401 12,301
Securities at amortised cost 7161 0] 0 7161

TOTAL

19,061 436

19,497

‘

The Bank uses an external rating to assess the quality of its securities portfolio. An overview of the rating grades and the breakdown
into investment grade and speculative grade is shown in the attached table.

DEFINITION OF A COUNTRY’S

S&P* MOODY’S FITCH CREDITWORTHINESS

AAA Aaa AAA The most creditworthy

Investment grade AA Aa AA Highly creditworthy
A A A Creditworthy

BBB Baa BBB Less creditworthy

BB Ba BB Slightly speculative

B B B Moderately speculative

Speculative grade CCC Caa CCC Highly speculative
cC Ca cC Highly speculative

C C C Non-performance of liabilities

DDD,DD,D DDD,DD,D Non-performance of liabilities

QUALITY OF THE DERIVATIVES PORTFOLIO

The portfolio of derivatives as at 31 December 2021 and 2020 consists of transactions with trustworthy bank counterparties (with

an external rating in the range from AA+ to A).
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BREAKDOWN OF ASSETS BY GEOGRAPHICAL SEGMENTS

&)

31 December 2021
S ADJUSTMENTS
‘; AND
w IN CZK MILLIONS CZECH EUROPEAN ACCUMULATED TOTAL
s ASSETS REPUBLIC UNION  DEPRECIATION CZK 000’
[8%)
("é Cash and deposits with central banks 176 0 0 176
™ Receivables from banks 6,200 2 -2 6,200
[
:E Receivables from clients 8,531 0 -991 7,540
Z, Securities valued through profit or loss 0 0] 0 0
8 Debt instruments in FVOCI 10,288 542 0 10,830
; Securities at amortised cost 7483 0 -2 7,481
E:? Financial derivatives 0 0 0 0
g Equity instruments in FVOCI 0 54 0 54
g Participating interests with significant influence 1 0 0 1
2
8 Participating interests with decisive influence 29 0 0 29
2 Other financial assets 77 0 -13 64
T
8 Total financial assets 32,785 598 -1,008 32,375
N
(:é Other non-financial assets 975 0 -631 344
'é TOTAL 33,760 598
w
g
<Dt 31 December 2020
74
o ADJUSTMENTS
S AND
< IN CZK MILLIONS CZECH EUROPEAN ACCUMULATED TOTAL
Z ASSETS REPUBLIC UNION  DEPRECIATION CZK 000’
w
g Cash and deposits with central banks 6 0 0 6
w
E Receivables from banks 3,206 0 -1 3,205
=
E Receivables from clients 7714 0 745 6969
= Securities valued through profit or loss 0 0 0 0
:z: Debt instruments in FVOCI 11,629 672 0 12,301
% Securities at amortised cost 7163 0] -2 7161
@ Financial derivatives 9 0 0 9
5 Equity instruments in FVOCI 0 35 0 35
- |
g Participating interests with significant influence 1 0 0 1
8 Participating interests with decisive influence 4 0 0 4
:Z> Other financial assets 73 0 -13 60
E Total financial assets 29,805 707 -761 29,751
9 Other non-financial assets 869 0 -593 276
)
e TOTAL 30,674 707 -1,354 30,027
2
N
o
Y
'_
[
O
o
[NN)
@
—
<
)
et
b4
<
[an]
[a)
z
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MAXIMUM CREDIT RISK EXPOSURE
31 December 2021

EXPOSURE TO

OFF-BALANCE  CREDITRISK IN ACCEPTED
IN CZK MILLIONS BALANCE SHEET SHEET TOTAL COLLATERAL
Cash on hand and deposits with central banks 176 0 176 0
Receivables from banks 6,200 0 6,200 6,056
Securities valued through profit or loss 0 0] 0 0
Financial derivatives 0 0] 0 0
Receivables from clients * 7,540 3,568 11,108 2,351
Equity instruments in FVOCI 54 0 54 0
Debt instruments in FVOCI 10,830 0 10,830 0
Securities at amortised cost 7,481 0 7,481 0
Participating interests with significant influence 1 0 1 0
Participating interests with decisive influence 29 0 29 0
Other financial assets 64 0 64 0
Financial guarantees 0 52,387 52,387 24,612
Total financial assets 32,375 55,955 88,330 33,019
Non-financial assets 344

31 December 2020
EXPOSURE TO

OFF-BALANCE  CREDITRISK IN ACCEPTED
IN CZK MILLIONS BALANCE SHEET SHEET TOTAL COLLATERAL
Cash on hand and deposits with central banks 6 0] 6 0
Receivables from banks 3,205 0 3,205 3,138
Securities valued through profit or loss 0 o] 0 0
Financial derivatives 9 0] 9 0
Receivables from clients * 6969 1,066 8,035 1,891
Equity instruments in FVOCI 35 0 35 0
Debt instruments in FVOCI 12,301 0 12,301 0
Securities at amortised cost 7161 0 7161 0
Participating interests with significant influence 1 0 1 0
Participating interests with decisive influence 4 0 4 0
Other financial assets 60 0 60 0
Financial guarantees 0 43,705 43,705 16,086
Total financial assets 29,751 44,771 74,522 21,115

Non-financial assets 276

TOTAL ASSETS

* The value of collateral received is reported only up to the amount of the credit exposure.

30,027

The amount of collateral provided is disclosed in clause 6 Receivables from clients.
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QUANTITATIVE INFORMATION ON COLLATERAL FOR CREDIT-IMPAIRED FINANCIAL

31 DECEMBER 2021

ASSETS (LEVEL 3)

31 DECEMBER 2020

IN CZK MILLIONS GROSS NET GROSS NET
Less than 50% 1,360 66 1,017 30
51-70% 53 34 34 19
More than 70% 283 268 272 265
TOTAL 368 1,323 314

OVERVIEW OF RESTRUCTURED RECEIVABLES

AMOUNT IN CZK NUMBER OF
YEAR MILLIONS * RECEIVABLES
2021 262 83
2020 87 31

* The data is presented including interest on arrears recorded in the off-balance sheet.

B) MARKET RISK

CHARACTERISTICS OF MARKET RISKS

The basic market risk management strategy is set out in inter-
nal guidelines and documents approved by the Bank’s Board
of Directors.

CHARACTERISTICS OF OPERATIONS RELATED
TO MARKET RISK

The Bank is exposed to market risks of loss in the purchase,
holding and sale of investment instruments defined in the NDB
Investment Strategy. This risk arises from open positions in
interest rates and currencies. The Bank applies a conservative
approach to currency risk. The Bank is not interested in holding
open positions in foreign currencies.

MARKET RISK MEASUREMENT

To measure the interest rate risk, the Bank uses the basic meth-
ods (interest rate GAP analysis, duration, interest rate elasticity)
and methods for calculating capital ratios set by the Regulation
of the European Parliament and of the Council (EU), as amended.

Furthermore, the Bank has set internal limits limiting the
market risk. Interest rate GAP analysis measures the interest
rate risk of the trading and investment portfolio together and is
restricted by limits for the net interest rate position in each time
zone. The interest rate risk of all bond portfolios is restricted by

the limits on the interest rate risk of bond portfolios. The Bank
performs stress testing on a quarterly basis in accordance with
Decree No. 163/2014 Coll., as amended.

MARKET RISK MANAGEMENT

The market risk management tools include an external capital
ratio limit and internal limits for interest rate change risk and
for the interest rate elasticity of the bond portfolio. Further-
more, the market risk is limited by the internal capital ratio
limit. The currency risk is limited by the limits set out in the
Regulation of the European Parliament and of the Council (EU),
as amended.

The limits on the risk of changes in the interest rate limit the
size of the interest rate GAP in each time zone of the interest
rate GAP analysis in relation to the Bank’s capital and are ex-
pressed in %.

The interest rate risk limits on bond portfolios limit the mar-
ket risk of portfolios of bonds measured at fair value through
profit or loss and realised bonds together and portfolios of
bonds held to maturity and not held for trading together. The
methods for calculating these limits are based on the principles
of duration analysis (e.g. the limit on interest rate elasticity).

The internal capital ratio limit tightens the external capital
ratio limit set by the banking regulator.

All derivatives are negotiated on the over-the-counter mar-
ket.



C) FINANCIAL DERIVATIVES

DERIVATIVES FOR TRADING

I DECEMBER 2020

IN CZK MILLIONS RECEIVABLE PAYABLE

Interest rate derivatives

Swaps 0 0 200 200

Currency derivatives

Swaps 203 209 349 342

TOTAL 203 209 549 542
31 DECEMBER 2020

IN CZK MILLIONS POSITIVE NEGATIVE

Interest rate derivatives

Swaps 0 0] 0 5

Currency derivatives

Swaps 0 6 9 7

TOTAL o 6 5 20

Maturity of trading derivatives as at 31 December 2021:

FROM 3 FROM1
UPTO3 MONTHSTO YEARTO5 OVER 5
IN CZK MILLIONS MONTHS 1YEAR YEARS YEARS
Interest rate swaps 0 0 0 0
Currency swaps 0 21 109 73 203
TOTAL 0 21 109 73 piox
Maturity of trading derivatives as at 31 December 2020:
FROM 3 FROM1
UPTO3 MONTHSTO YEARTO 5 OVER S5
IN CZK MILLIONS MONTHS 1YEAR YEARS YEARS
Interest rate swaps 0 200 0 0 200

Currency swaps 4

8 5 206 90 349
TOTAL 48 205 piel} 90 549

D) CURRENCY RISK

The Bank’s financial position and cash flows are exposed to the risk of fluctuations in the exchange rates of common currencies.
Currency position values are available daily. In the event that the limits are exceeded, the Bank shall proceed in accordance with
internal guidelines.
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31 December 2021

IN CZK MILLIONS EUR usb CZK
Cash on hand and deposits with central banks 0 0 176 176
Receivables from banks 9 3 6,188 6,200
Receivables from clients 266 0 7274 7,540
Securities valued through profit or loss 0 0] 0 0
Debt instruments in FVOCI 4 o] 10,789 10,830
Securities at amortised cost 0 0 7,481 7,481
Financial derivatives 0 0 0 0
Equity instruments in FVOCI 54 0 0 54
Participating interests with significant influence 0 0 1 1
Participating interests with decisive influence 0 0 29 29
Other financial assets 0 0 64 64
Total financial assets 370 3 32,002 32,375
Other non-financial assets 0 0 344 344
Payables to banks 469 0 0 469
Payables to clients 101 0 24,233 24,334
Financial derivatives 0 0 6 6
Other financial liabilities 0 0 77 77
Total financial liabilities 570 0 24,316 24,886
Other non-financial liabilities 0 1 93 94
Provisions 0 0 3,323 3,323
Equity 2 0 4,414 4,416
TOTAL LIABILITIES AND EQUITY 572 1 32,146 32,719
Net balance sheet position -202 2 200 -
Net off-balance sheet position 203 0 -209 -
Net position 1 2 -9 -




31 December 2020

IN CZK MILLIONS EUR usb CZK
Cash on hand and deposits with central banks 0 0 6 6
Receivables from banks 3 0] 3,202 3,205
Receivables from clients 561 0 6,408 6969
Securities valued through profit or loss 0 0] 0 0
Debt instruments in FVOCI 126 0 12,175 12,301
Securities at amortised cost 0] 0 7161 7161
Financial derivatives 0 0 9 9
Equity instruments in FVOCI 35 0 0 35
Participating interests with significant influence 0 0 1 1
Participating interests with decisive influence 0 0 4 4
Other financial assets 0 0 60 60
Total financial assets 725 0 29,026 29,751
Other non-financial assets 0 0 276 276
Payables to banks Q42 0 0 Q42
Payables to clients 83 0 20,593 20,676
Financial derivatives 0 0 12 12
Other financial liabilities 0 0 52 52
Total financial liabilities 1,025 0 20,657 21,682
Other non-financial liabilities 0 0 158 158
Provisions 0 0 3,31 3,31
Equity 4 0 4,872 4,876
Net balance sheet position -304 0 304 -
Net off-balance sheet position 349 0 -342 -
Net position 45 (o] -38 -

CURRENCY RISK SENSITIVITY ANALYSIS

The table below provides an analysis of currency risk sensitivity. The foreign currency items of the Balance Sheet were tested with
regard to an increase in the exchange rate by 10% (10% appreciation of currencies would have the same and the opposite effect).
The open position in EUR is hedged using trading derivatives. Hedging instruments almost completely offset the open position (see
the tables above) and therefore the impact of exchange rate movements on the Profit and Loss Account and equity is not signifi-
cant. As the euro was the only significant currency in which the Bank had an open position at the end of the year, the table below
summarises the sensitivity of the Czech crown compared to the CZK/EUR exchange rate applicable on 31 December 2021 and 2020.

N CZR MILLIONS T o 2020

Sensitivity to changes in the EUR exchange rate

Expected rate fluctuation, % 10% 10%
Open position 1 87
Effect on the Profit and Loss Account -9 -7
Effect on capital 4 13
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E) INTEREST RATE RISK

The Bank’s intention is to manage the interest rate risk arising from changes in interest rates through gap analysis between assets

and liabilities in individual groups.

The table below provides information on the extent to which the Bank is exposed to interest rate risk. It is based either on the

contractual maturity of the financial instruments or, if the interest rate of these instruments changes before the maturity date, on

the date of the determination of the new interest rate.

In the case of a transaction that does not carry information about the contractual maturity or change in the rate, the volume is

shown in the “Not specified” column. The Not specified column also includes changes in the fair values of hedged balance sheet

items resulting from the interest rate risk.

31 December 2021
UPTO3 3-12 1TOS5 OVER S NOT -
IN CZK MILLIONS MONTHS  MONTHS YEARS YEARS SPECIFIED TOTAL
Cash and deposits with central banks 175 0 0 0 1 176
Receivables from banks 6,198 0 0 0 2 6,200
Receivables from clients* 398 1108 3,813 1,214 1,007 7,540
Securities valued through profit or loss 0] 0 0 0 0 0
Debt instruments in FVOCI 13 160 7,000 3,657 0 10,830
Securities at amortised cost 0] 51 3154 4,276 0 7481
Financial derivatives 0 0 0 0 0 0
Equity instruments in FVOCI 0 0 0 0 54 54
Participating interests with significant influence 0 0 0 0 1 1
Participating interests with decisive influence 0 0] 0 0 29 29
Other financial assets 0 0 0 0 64 64
Total financial assets 6,784 1,319 13,967 9,147 1,158 32,375
Tangible fixed assets 0 0 0 0 107 107
Intangible fixed assets 0 0 0 0 69 69
Other non-financial assets 0 0 0] 0 168 168
Total assets 6,784 1,319 13,967 9147 1,502 32,719
Payables to banks 62 312 80 12 3 469
Payables to clients 4,046 13,272 0 7,016 0 24,334
Financial derivatives 0 0 0 6 6
Other financial liabilities 0 0 0 77 77
Total financial liabilities 4,108 13,584 80 7,028 86 24,886
Other non-financial liabilities 0 0 0] 94 94
Provisions 0 0 0 3,323 3,323
Equity 0 0 0 4,416 4,416
Total liabilities and equity 4,108 13,584 80 7,028 7919 32,719
Net balance sheet position 2,676 -12,265 13,887 2119 -6,417 0

* The “not specified” column in the line “Receivables from clients” shows receivables in STAGE 3 and POCI reduced by total ad-

justments.



31 December 2020

UPTO3 3-12 1TOS5 OVER 5 NOT -
IN CZK MILLIONS MONTHS  MONTHS YEARS YEARS SPECIFIED TOTAL
Cash and deposits with central banks 5 0 0 0 1 6
Receivables from banks 3,205 0 0 0 0] 3,205
Receivables from clients*® 205 1,396 3,760 993 615 6969
Securities valued through profit or loss 0 0 0 0 0 0
Debt instruments in FVOCI 159 661 7170 4,31 0 12,301
Securities at amortised cost 0 207 2,645 4,309 0 761
Financial derivatives 0] 0 0 0 9 9
Equity instruments in FVOCI 0] 0 0 0 35 35
Participating interests with significant influence 0] 0 0 0 1 1
Participating interests with decisive influence 0 0 0 0 4 4
Other financial assets 0 0 0 0 60 60
Total financial assets 3,574 2,264 13,575 9,613 725 29,751
Tangible fixed assets 0 0] 0 0 126 126
Intangible fixed assets 0 0] 0 0 48 48
Other non-financial assets 0 0 0 0 102 102
Total assets 3,574 2,264 13,575 9,613 1,001 30,027
Payables to banks 181 335 394 26 6 Q42
Payables to clients 3,578 6,388 4,439 6,270 1 20,676
Financial derivatives 0 0 0 0 12 12
Other financial liabilities 0 0 0 0 52 52
Total financial liabilities 3,759 6,723 4,833 6,296 1 21,682
Other non-financial liabilities 0 0 0 0] 158 158
Provisions 0 0] 0 0 3,31 3,31
Equity 0 0 0 0 4,876 4,876
Total liabilities and equity 3,759 6,723 4,833 6,296 8,416 30,027
Net balance sheet position -185 -4,459 8,742 3,317 -7,415 [0}

* The “not specified” column in the line “Receivables from clients” shows receivables in STAGE 3 and POCI reduced by total ad-

justments.

INTEREST RATE SENSITIVITY ANALYSIS

Balance sheet items sensitive to interest rate movements were analysed for the expected parallel increase in interest rates by 2%.
The Bank modelled eight possible scenarios and the most likely alternative of a 2% parallel shift was selected for reporting purposes.

SENSITIVITY/IMPACT

BALANCE SHEET ITEMS (IN CZK MILLIONS) 31 DECEMBER 2020
Assets

Receivables from clients 0 0
Receivables from banks -4 -1
Securities at amortised cost -646 -824
Securities in FVOCI -436 -479
Financial derivatives 0 0
Payables

Payables to banks 0 0
Payables to clients 699 507
Financial derivatives 3 7

The total impact of the parallel shock (+200 bp) on the Bank’s capital was 9.3% as at 31 December 2021 (as at 31 December 2020:

9.06%).
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F) LIQUIDITY RISK

The Bank sees liquidity risk as the risk of losing the ability to meet its financial obligations when they fall due or when the Bank is

unable to finance its assets. The Bank measures and monitors net cash flows in individual major currencies and at the same time

compiles a daily liquidity gap analysis in all the individual major currencies in which it has open positions. The Bank also uses a

set of limits for liquidity risk management, compiles liquidity scenarios and has prepared a contingency plan for possible threats

to the Bank’s liquidity.

CONTRACTUAL RESIDUAL MATURITY
31 December 2021

UPTO3 3-12 1TOS5 OVER 5 NOT -
IN CZK MILLIONS MONTHS MONTHS YEARS YEARS  SPECIFIED TOTAL
Cash and deposits with central banks 175 0 0] 0 1 176
Receivables from banks 6,198 0 0 0 2 6,200
Receivables from clients 1,398 1108 3,813 1,214 7 7,540
Securities valued through profit or loss 0 0 0 0 0 0
Debt instruments in FVOCI 13 160 7,000 3,657 0 10,830
Securities at amortised cost 0 51 3,154 4,276 0 7,481
Financial derivatives 0 0 0 0 0 0
Equity instruments in FVOCI 0 0 0 0 54 54
:DnofllrLtJI;\pcc;tmg interests with significant 0 0 0 0 1 ]
:Dno;]rLtJi;pcc;ting interests with decisive 0 0 0 0 29 29
Other financial assets 62 0 0] 0 2 64
Total financial assets 7,846 1,319 13,967 9,147 96 32,375
Other non-financial assets 2 2 1 0 339 344
TOTAL yAZ 1,321 13,968 9,147 435 32,719
Payables to banks 14 329 14 12 0 469
Payables to clients 4,046 13,272 0] 7,016 0 24,334
Financial derivatives 6 0 0] 0 0 6
Other financial liabilities 0 0 0] 0 77 77
Total financial liabilities 4,066 13,601 14 7,028 77 24,886
Other non-financial liabilities 24 21 20 1 28 94
Provisions 150 225 2,425 504 19 3,323
Equity 0 0 2 1 4,413 4,416
TOTAL 4,240 13,847 2,561 7,534 4,537 32,719
Net balance sheet position 3,608 -12,526 1,407 1,613 -4,102 0
Commitments and guarantees provided 1,591 2,968 43,380 8,016 [0} 55,955
Commitments and guarantees received 19 (0] 6,243 0 15,544 21,806




31 December 2020

UPTO3 3-12 1TOS5 OVER 5 NOT

IN CZK MILLIONS MONTHS MONTHS YEARS YEARS  SPECIFIED TOTAL
Cash and deposits with central banks 5 0 0 0 1 6
Receivables from banks 3,205 0 0 0 0 3,205
Receivables from clients 917 77 3,552 2,423 0 6969
Securities valued through profit or loss 0 0 0 0 0 0
Debt instruments in FVOCI 159 661 7170 4,31 0 12,301
Securities at amortised cost 0 207 2,645 4,309 0 7161
Financial derivatives 9 0 0 0 0 9
Equity instruments in FVOCI 0 0 0 0 35 35
Participating interests with significant

influence 0 0 0 0 ! L
Participating interests with decisive

influence 0 0 0 0 4 4
Other financial assets 57 0 0] 0 3 60
Total financial assets 4,352 945 13,367 11,043 44 29,751
Other non-financial assets 0 0 6 0 270 276
TOTAL 4,352 945 13,373 11,043 314 30,027
Payables to banks 86 5 761 90 0 Q42
Payables to clients 2,434 12,733 0 5,509 0 20,676
Financial derivatives 12 0 0 0 0] 12
Other financial liabilities 0 0 0 0 52 52
Total financial liabilities 2,532 12,738 761 5,599 52 21,682
Other non-financial liabilities il 4 78 9 56 158
Provisions 1 7 1,595 1,691 17 3,31
Equity 0 0 0 4 4,872 4,876
TOTAL 2,544 12,749 2,434 7,303 4,997 30,027
Net balance sheet position 1,808 -11,804 10,939 3,740 -4,683 (o]
Commitments and guarantees provided 1,077 2,570 35,247 5,877 (0] 44,77
Commitments and guarantees received (o] (o] (0] (o] 7,405 7,405
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CONTRACTUAL LIQUIDITY OF THE MAIN NON-DERIVATIVE FINANCIAL LIABILITIES AT
AMORTISED COST AND DERIVATIVES BASED ON UNDISCOUNTED CASH FLOWS

A) PAYABLES TO BANKS AND CLIENTS

31 December 2021
UPTO3 3-12 1TOS5 OVER S5 -
IN CZK MILLIONS MONTHS MONTHS YEARS YEARS TOTAL
Payables to banks 12 339 neé 12 479
Payables to clients 4,050 13970 0 6,389 24,409
31 December 2020
UPTO3 3-12 1TOS5 OVER S5 -
IN CZK MILLIONS MONTHS MONTHS YEARS YEARS TOTAL
Payables to banks 61 378 478 26 943
Payables to clients 2,435 12,764 2 5,509 20,710

B) DERIVATIVES SETTLED ON A NET BASIS

The table below shows the Bank’s derivative financial liabilities, which will be settled on a net basis and which are included in the
relevant time baskets on the basis of the remaining maturity of the contract. The amounts shown below are contractual undiscount-

ed cash flows.

31 December 2021
UPTO3 3-12 1TOS5 OVER 5
IN CZK MILLIONS MONTHS MONTHS YEARS YEARS TOTAL
Interest rate swaps 0 0 0 0 0
31 December 2020
UPTO3 3-12 1TOS5 OVER 5
IN CZK MILLIONS MONTHS MONTHS YEARS YEARS TOTAL
Interest rate swaps 0 -5 0 0 -5

C) DERIVATIVES SETTLED ON A GROSS BASIS

Bank derivatives that will be settled on a gross basis include foreign exchange derivatives: foreign exchange forwards, currency

sSwaps and currency interest rate swaps.

The table below shows the Bank’s derivative financial liabilities, which will be settled on a gross basis and which are included

in the relevant time baskets on the basis of the remaining maturity of the contract. The amounts shown below are contractual

undiscounted cash flows.

31 December 2021
UPTO3 3-12 1TOS5 OVER 5 -
IN CZK MILLIONS MONTHS MONTHS YEARS YEARS TOTAL
Currency derivatives:
Inflows 12 66 16 12 206
Outflows -7 -82 -128 -13 -230




31 December 2020

UPTO3 3-12 1TO5 OVER 5
IN CZK MILLIONS MONTHS MONTHS YEARS YEARS TOTAL
Currency derivatives:
Inflows 61 75 190 26 352
Outflows -53 -86 -195 -26 -360
D) COMMITMENTS AND GUARANTEES PROVIDED
31 December 2021
UPTO3 312 1TO5 OVER 5 NOT
IN CZK MILLIONS MONTHS MONTHS YEARS YEARS SPECIFIED TOTAL
Commitments provided 6 2,234 840 488 0 3,568
Guarantees provided 0 35 27930 24,422 0 52,387
31 December 2020
UPTO3 3-12 1TOS OVER 5 NOT
IN CZK MILLIONS MONTHS MONTHS YEARS YEARS SPECIFIED TOTAL
Commitments provided 4 15 476 471 0 1,066
Guarantees provided 3 44 32,148 11,510 0 44,771

G) OPERATIONAL RISK

The Bank defines operational risk as the risk of loss as a result of deficiencies or failures of internal processes, human factors or
systems, or the risk of loss as a result of external events, including the risk of loss as a result of violation of, or non-compliance with,

a legal standard.

The main objectives of the Bank’s operational risk management system are:

/ protection of the Bank from possible negative consequences caused by operational risk;

J better information for decision making;

/ meeting the requirements set by the CNB and the EU;

/ compliance with best practices defined by the relevant EU regulations.
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25 TRANSACTIONS WITH RELATED PARTIES

Persons with a special relationship with the Bank, known as “Related parties”; see clause 2t) of the Notes.

RECEIVABLES FROM AND PAYABLES TO RELATED PARTIES

31 DECEMBER 2020
IN CZK MILLIONS GROSS GROSS
GovernmenF zero-coupon bonds and other §ecgriti§s accepted by the central 17,601 18170
bank for refinancing, issued by government institutions
Receivables from clients 266 561
Debt securities 25 78
Participating interests with significant and decisive influence 30 5
Other assets 69 87
Payables to banks 0 0
Payables to clients 18,988 16,679
Other liabilities 15 45
Commitments and guarantees provided 300 300
Commitments and guarantees received 14,938 6,648
Pledges and collateral received 969 969

RELATED PARTY TRANSACTIONS

IN CZK MILLIONS m 2020
Interest income™* 214 244
Interest expense -28 =27
Revenues from fees and commissions 360 306
Staff costs =17 =17
Other operating revenues 9 4

RECEIVABLES FROM PERSONS WITH A
SPECIAL RELATIONSHIP WITH THE BANK

As at 31 December 2021 and 31 December 2020, the Bank does
not record receivables from persons with a special relationship
with the Bank.

26 FAIR VALUE

The fair value of financial instruments is the amount for which
an asset could be sold or a liability settled between informed
parties in an independent transaction. Estimates of fair value
are made on the basis of listed market prices, if available. How-
ever, there are no available market price listings for a significant
part of the Bank’s financial instruments. In cases where listed
market prices are not readily available, fair value is estimated
using discounted cash flow models or other acceptable pricing
models. Estimates significantly affect changes in basic assump-
tions - discount rates, estimated future cash flows, etc. - and
therefore these estimates may differ from the sale price of the
financial instrument. The following methods and assumptions
were used in estimating the fair value of the Bank’s financial
instruments.

CASH ON HAND AND DEPOSITS WITH
CENTRAL BANKS

The book values of cash and balances with central banks corre-
spond in principle to their fair values.

SECURITIES MEASURED AT AMORTISED COST

The fair values of securities are taken from the active market
where these instruments are listed.

RECEIVABLES FROM BANKS

The fair value of receivables from banks is estimated on the ba-
sis of an analysis of discounted cash flows using interest rates
currently offered for investments with similar terms (market
rates adjusted to reflect credit risk).

RECEIVABLES FROM CLIENTS

The fair value of variable revenue credits without a significant
change in credit risk is generally close to their book value. The
fair value of credits with fixed interest rates is estimated using
discounted cash flow analyses based on interest rates currently
offered for credits with similar terms to borrowers of similar
credit quality.



PAYABLES TO BANKS

The fair value of term deposits repayable on demand approxi-
mates the book value of the amounts at the end of the period.
The fair value of term deposits with variable interest rates ap-
proximates their book values at the end of the period. The fair
value of fixed rate deposits is estimated by discounting their
future cash flows using market interest rates.

FINANCIAL INSTRUMENTS THAT ARE NOT
MEASURED AT FAIR VALUE IN THE BALAN
SHEET

The table below sets out the book values and fair values of fi-
nancial assets and financial liabilities that are not carried at fair

value in the accounting entity’s Balance Sheet.

CE

31 December 2021
IN CZK MILLIONS BOOK VALUE FAIR VALUE
FINANCIAL ASSETS
1 Cash on hand and deposits with CB (level 2) 176 176
5 gieovveelqr;ment zero-coupon bonds and other securities 7481 6735
3 Receivables from banks (level 2) 6,200 6195
4 Receivables from clients (level 3) 7,539 7,471
8 Participating interests with significant influence (level 3) 1 1
8 Participating interests with decisive influence (level 3) 29 29
1 Other financial assets (level 3) 64 64
FINANCIAL LIABILITIES
1 Payables to banks (level 2) 469 470
Payables to clients (level 2) 24,334 23,294
4 Other financial liabilities (level 2) 77 77
31 December 2020
IN CZK MILLIONS BOOK VALUE FAIR VALUE
FINANCIAL ASSETS
1 Cash on hand and deposits with CB (level 2) 6 6
5 (Gleovveelqr;ment zero-coupon bonds and other securities 7161 7230
3 Receivables from banks (level 2) 3,205 3,205
4 Receivables from clients (level 3) 6963 6,606
8 Participating interests with significant influence (level 3) 1 1
8 Participating interests with decisive influence (level 3) 4 4
1 Other financial assets (level 3) 60 60
FINANCIAL LIABILITIES
1 Payables to banks (level 2) 942 953
2 Payables to clients (level 2) 20,676 20,398
4 Other financial liabilities (level 2) 52 52

HIERARCHY OF FAIR VALUES

IFRS 7 specifies a hierarchy of valuation techniques that is based on whether the inputs to those valuation techniques are observable
or unobservable. Observable inputs reflect market data obtained from independent sources; unobservable inputs reflect the Bank’s

assumptions. These two types of inputs form the following hierarchy of fair values:

/ Level 1 - Listed prices (unadjusted) in active markets for identical assets and liabilities. This level includes listed debt instruments

on stock exchanges (e.g. the Prague Stock Exchange).

J Level 2 - Other inputs (other than listed prices included within Level 1) that are observable for the asset or liability either directly
(i.e. as prices) or indirectly (i.e. derived from prices). This level includes over-the-counter derivative transactions. Bloomberg

and Reuters are the source of input parameters such as PRIBOR or yield curves.

J Level 3 - Inputs for the asset or liability that are not based on observable market data (invisible inputs). This level includes

financial instruments with significant unobservable components.
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The table below analyses financial instruments measured at fair value by level in the fair value hierarchy. The amounts are based
on the values reported in the Bank’s Balance Sheet.

®)

FINANCIAL INSTRUMENTS THAT ARE MEASURED AT FAIR VALUE IN THE BALANCE SHEET

31 DECEMBER 2021 (IN CZK MILLIONS) LEVEL1 LEVEL 2 LEVEL 3

Financial assets at fair value

Financial assets mandatorily recognised at fair value

- Receivables from clients 0 0] 1

Financial assets charged against costs or revenues

- Debt securities

- Other assets

Securities in FVOCI

- Equity instruments 0 0 54
- Debt instruments 10,830 0 0
Total assets at fair value 10,830 0 55

Financial liabilities against costs and revenues

— Other liabilities 0 6 0
Total liabilities at fair value 0 6
31 DECEMBER 2020 (IN CZK MILLIONS) LEVEL1 LEVEL 2 LEVEL 3

Financial assets at fair value

Financial assets mandatorily recognised at fair value

- Receivables from clients 0 0 6

Financial assets charged against costs or revenues

- Debt securities 0 0

- Other assets 0 9 0

Securities in FVOCI

- Equity instruments 0 0 35

— Debt instruments 12,301 0 0
Total assets at fair value 12,301 9 11

Financial liabilities against costs and revenues
- Other liabilities 0 12 0
Total liabilities at fair value o 12 o

No reclassifications between levels were made during these periods.

RECONCILIATION OF OPENING AND CLOSING BALANCES AT LEVEL 3

CREDITS AND

EQUITY RECEIVABLES

INSTRUMENTS  MANDATORILY

IN CZK MILLIONS INFVOCI  ATFAIR VALUE

Balance as at 1 January 2021 35 6
Gains and losses for the period recognised in the Profit and Loss 0 4 4

Account

Gains and losses for the period recognised in equity -3 0 -3
Purchases 22 0 22
Repayment 0] -1 -1
Balance as at 31 December 2021 54 1 55
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27 SUBSEQUENT EVENTS

The following events that may affect the operation of the com-
pany occurred after the date of the Financial Statements.

In the context of the crisis in Ukraine, which escalated on
24 February 2022, the Bank assessed the potential risks. The
Bank does not have any direct exposure to Ukrainian or Rus-
sian counterparties and we do not anticipate any impact in this
regard; however, some of the Bank’s clients may have suppli-
er-customer relationships in those countries and disruption of
these relationships may adversely affect their ability to settle
outstanding payables.

Therefore, in order to map the situation in more detail, an
analysis of the credit and guarantee portfolio will be carried out
with a focus on possible factors increasing credit risk in con-

26 April 2022
Governing body of the accounting entity:

W

Jiri Jirasek
Chairman of the Board of Directors

nection with the situation in Ukraine. The analysis will focus, in
particular, on supplier-customer relationships.

On the basis of our experience to date, we are convinced
that the vast majority of the Bank’s clients are focused on the
domestic and EU markets. At the moment, we assume that the
Bank should be able to bear the potential impact of the crisis in
Ukraine without any problems.

In connection with the crisis in Ukraine, on 28 February
2022 the Czech National Bank initiated steps aimed at with-
drawing the licence of Sberbank CZ, a.s. to operate as a bank.
The Bank has no active exposure to Sberbank CZ, a.s.

Apart from the above facts, the Bank’s management is not
aware of any other events that have a significant impact on
these Financial Statements.

I/ frel -

Pavel Fiala
Member of the Board of Directors
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REPORT OF THE BOARD OF
DIRECTORS OF THE NDB

ON RELATIONS BETWEEN
AFFILIATED ENTITIES FOR
THE FISCAL PERIOD OF 2021

I.  AFFILIATED ENTITIES

Controlled entity:

Narodni rozvojova banka, a.s. (National Development Bank),

with its registered office at Jeruzalémska 964/4, Prague 1, postal code 110 00,

Company ID No.: 44848943, incorporated in the Commercial Register kept by the Municipal Court in Prague, Section B, Insert 1329
(hereinafter the “NDB”).

Controlling entity:

Czech Republic represented by:

¢ Ministry of Industry and Trade, with its registered office at Na Frantisku 32, Prague 1, postal code 110 15, Company ID No.:
47609109,

¢ Ministry of Regional Development, with its registered office at Staroméstské nam. 6, Prague 1, postal code 110 15, Company ID
No.: 66002222,

¢ Ministry of Finance, with its registered office at Letenska 15, Prague 1, postal code 118 10, Company ID No.: 00006947.

The registered capital of the NDB in the amount of CZK 2,631,626,000 is divided into 10,988 registered shares in book-entry form,
each with a par value of CZK 239,500, which are owned by the Czech Republic.

This Report has been prepared in accordance with Section 82 et seq. of Act No. 90/2012 Coll., on commercial companies and
cooperatives, as amended, and provides, inter alia, an overview of all contractual relations between the controlling entity and the
controlled entity and between the controlled entity and entities controlled by the same controlling entity that were effective in the
fiscal period for which the Report on Relations is prepared, i.e. 2021.

The controlled entity represents a special state banking institution performing its activities in the public interest, designed to
implement the measures of the economic policy of the Czech Republic and carried out through various types of financial instru-
ments, in particular preferential bank guarantees and loans. Its role is to perform activities in the public interest from the position
of a specialised banking institution, especially the implementation of programmes to support small and medium-sized enterprises
and other selected areas of the economy requiring state support. The controlled entity fulfils this role by managing financial in-
struments using mainly the ESI Funds, funds from the European Fund for Strategic Investments and funds of the Czech Republic.

The relationship between the controlling entity and the controlled entity is balanced, the advantages and disadvantages are
balanced and there are no significant risks arising from mutual relations. The relationship between the controlled entity and the
entities controlled by the same controlling entity is also in balance.

In 2019, the NDB established a subsidiary, National Development Investments, j.s.c. (Narodni rozvojova investicni, a.s.), Com-
pany ID No.: 08465797, with its registered office at Na Florenci 1496/5, Nové Mésto, 110 00 Prague 1 (hereinafter “NRI”), in which it
holds a 100% share. The company was incorporated on 29 August 2019 by registration in the Commercial Register. The company’s
objective is to fulfil the strategic goals of the NDB as a national development bank in the area of capital investments and subordinat-
ed credits within the Ministry of Industry and Trade’s programmes for small and medium-sized enterprises.



In addition, in 2020 the NDB established another subsidiary company, National Development Fund SICAV (Narodni rozvojovy
fond SICAV, a.s.), Company ID No.: 09829482, with its registered office at Na Florenci 1496/5, Nové Mésto, 110 00 Prague 1 (herein-
after the “Fund”), in which it holds 100% of the founder’s shares. The company was incorporated on 1 February 2021 by registration
in the Commercial Register. The objective of the company, which is a regulated over-limit investment fund of qualified investors,
is to secure private funds for financing public benefit projects using capital from responsible investors on the basis of the principle
of return on the invested funds.

The NDB has one affiliate, which is MUFIS a.s., Company ID No.: 60196696, with its registered office at Jeruzalémska 964/4, 110
00 Prague 1. A participating interest of 49% is held by the Czech Republic, represented by the Ministry of Finance, 49% is held by
the NDB and 2% by the Union of Towns and Municipalities of the Czech Republic. The company was incorporated on 15 April 1994
by registration in the Commercial Register.

II. RELATIONS BETWEEN THE CONTROLLING ENTITY AND THE CONTROLLED ENTITY

In the relevant period, no damage occurred in connection with the fulfilment of the following contracts and agreements and their
amendments, which the NDB concluded in 2021 or previous years in the following areas of its activities.

1. PROGRAMMES TO SUPPORT SMALL AND MEDIUM-SIZED ENTERPRISES

Agreement on the implementation of the Programme of loans for the business of workers Isupport off from the metal-
lurgical industry, START, in 2000

J Parties: NDB and the Ministry of Industry and Trade

J Date of conclusion: 21 September 2000

/ Subject matter: Determination of conditions for providing support for the business activities of workers Isupport off from the
metallurgical industry.

Agreement on the implementation of regional programmes to support small and medium-sized enterprises in the Czech
Republic approved for the period of 2001-2004, as amended by Amendment 1 of 4 April 2001, Amendment 2 of 2 Octo-
ber 2001, Amendment 3 of 14 January 2002 and Amendment 4 of 19 February 2002

J Parties: NDB and the Ministry of Regional Development
/ Date of conclusion: 28 February 2001
J Subject matter: Negotiation of conditions for the implementation of programmes to support small and medium-sized enterpris-

es, namely PREFERENCES, OPERATIONS, REGION, VILLAGE, REGENERATION, BORDERS and REGIONAL GUARANTEE, and
conditions for the use and settlement of funds intended for financing the programmes.

Agreement on the implementation of the programme of support for entrepreneurs in areas affected by floods in 2002,
RECONSTRUCTION, as amended by Amendment 1 of 20 December 2002, Amendment 2 of 29 April 2003 and Amendment
3 of 26 January 2010

J Parties: NDB and the Ministry of Industry and Trade
J Date of conclusion: 18 September 2002

/ Subject matter: Negotiating the conditions and procedures for the implementation of the programme of support for entre-
preneurs in areas affected by floods in 2002, RECONSTRUCTION, and the use and settlement of funds intended to finance the
programme.

Agreement No. 02/3220/051 on the use of funds from the Phare Revolving Fund managed by the Business Development
Agency to finance the Programme of soft loans for start-up entrepreneurs - START, as amended by Amendment 1 of 20
December 2002, Amendment 2 of 12 September 2003 and Amendment 3 of 26 April 2010

J Parties: NDB, the Ministry of Industry and Trade and the Business and Innovation Agency (formerly the Business Development
Agency)

/ Date of conclusion: 27 September 2002

J Subject matter: Negotiation of conditions and procedures under which funds from the Phare Revolving Fund provided on the
basis of the Memorandum of Understanding of 12 August 1997 on the use of returned Phare programme funds concluded be-

tween the European Commission and the Ministry of Industry and Trade to finance the START programme will be provided and
settled, starting in 2002.
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Agreement on the implementation of selected programmes under the Operational Programme Industry and Enterprise
in the years 2004-2006, as amended by Amendment 1 of 5 November 2004, Amendment 2 of 10 August 2005, Amend-
ment 3 of 4 November 2005, Amendment 4 of 17 March 2006, Amendment 5 of 4 April 2006, Amendment 6 of 18 April
2009, Amendment 7 of 5 June 2012 , Amendment 8 of 15 February 2013, Amendment 9 of 23 February 2015 and Amend-
ment 10 of 25 March 2020

J Parties: NDB and the Ministry of Industry and Trade

/ Date of conclusion: 20 May 2004

J Subject matter: The agreement stipulated the conditions and procedures for the implementation of the LOAN, START and
INNOVATION programmes approved by Czech Government Resolution No. 414/2004 of 28 April 2004 and the conditions and

procedures for the use and settlement of funds intended for financing these programmes under the Operational Programme
Industry and Enterprise in the years 2004-2006.

Agreement on the implementation of programmes of support for small and medium-sized enterprises in the Czech Repub-
lic approved for the period of 2005-2006, as amended by Amendment 1 of 16 March 2005, Amendment 2 of 11 July 2005,
Amendment 3 of 25 August 2005, Amendment 4 of 14 September 2005, Amendment 5 of 29 November 2005, Amendment
6 of 30 December 2005, Amendment 7 of 4 April 2006, Amendment 8 of 3 May 2006, Amendment 9 of 30 August 2006,
Amendment 10 of 4 January 2007, Amendment 11 of 23 August 2007, Amendment 12 of 30 November 2007, Amendment
13 of 26 January 2010, Amendment 14 of 22 June 2010, Amendment 15 of 21 May 2018 and Amendment 16 of 25 March 2020

J Parties: NDB and the Ministry of Industry and Trade
/ Date of conclusion: 12 January 2005

J Subject matter: Determination of procedures and conditions for the implementation of the GUARANTEE, MARKET and
PROGRESS programmes and conditions and procedures for the use and financing of these programmes.

Agreement on the establishment, use and management of the R 2006 Loan Fund from the resources of the Phare Revolv-
ing Fund, as amended by Amendment 1 of 16 February 2009 and Amendment 2 of 25 March 2020

J Parties: NDB and the Ministry of Industry and Trade
J Date of conclusion: 21 November 2006

J Subject matter: Negotiation of conditions and procedures for the implementation of the LOAN programme in cases where the
funds of the R 2006 Loan Fund are used for its financing, for the creation of which the funds of the Phare Revolving Fund were
used.

Agreement on the implementation of the MARKET programme and on the creation and management of a loan fund and
a guarantee fund, as amended by Amendment 1 of 23 August 2007, Amendment 2 of 30 November 2007, Amendment 3
of 25 April 2012 and Amendment 4 of 21 September 2015

J Parties: NDB and the Ministry of Industry and Trade
J Date of conclusion: 14 May 2007

/ Subject matter: Negotiation of conditions and procedures for the establishment of a loan and guarantee fund. In the part con-
cerning the replenishment and administration of the P 2007 Guarantee Fund, the Agreement was replaced by the Agreement
on the Implementation of the MARKET and GUARANTEE (guarantees for operating loans) programmes and on the creation and
administration of the P 2007 Guarantee Fund, as amended.

Agreement on the completion of the implementation of the GUARANTEE and START programmes (preferential guaran-
tees) and on the management of the E 2007 Guarantee Fund in the Operational Programme Enterprise and Innovation
for the years 2007-2013

J Parties: NDB and the Ministry of Industry and Trade

/ Date of conclusion: 4 May 2015

/ Subject matter: Agreeing on the conditions and procedures for completing the implementation of the Programmes in cases
where the resources of the E 2007 Guarantee Fund are used for their financing.

This agreement replaced the Agreement on the implementation of the GUARANTEE, START (preferential guarantees) and
PROGRESS (annex) programmes and on the establishment and management of the E 2007 Guarantee Fund in the Operational
Programme Enterprise and Innovation for the years 2007-2013.



Agreement on the implementation of the MARKET and GUARANTEE (guarantees for working capital loans) programmes
and on the creation and management of the P 2007 Guarantee Fund, as amended by Amendment 1 of 22 April 2009,
Amendment 2 of 6 November 2009, Amendment 3 of 3 March 2010, Amendment 4 of 17 August 2010, Amendment 5 of 25
October 2010, Amendment 6 of 7 June 2011, Amendment 7 of 25 April 2012, Amendment 8 of 5 June 2012, Amendment 9
of 15 February 2013, Amendment 10 of 21 June 2013, Amendment 11 of 25 June 2014, Amendment 12 of 23 February 2015
and Amendment 13 of 9 December 2016

J Parties: NDB and the Ministry of Industry and Trade
/ Date of conclusion: 16 February 2009

/ Subject matter: Negotiation of conditions for the administration of the P 2007 Guarantee Fund.

Agreement on the implementation of the PROGRESS and START programmes and on the creation and management of
the E 2007 loan fund in the Operational Programme Enterprise and Innovation for 2007-2013, as amended by Amend-
ment 1 of 12 July 2012, Amendment 2 of 21 June 2013, Amendment 3 of 11 December 2013, Amendment 4 of 4 May 2015,
Amendment 5 of 21 May 2018 and Amendment 6 of 25 March 2020

J Parties: NDB and the Ministry of Industry and Trade
/ Date of conclusion: 13 March 2009

J Subject matter: Regulation of mutual relations in the creation, supplementation and administration of the E 2007 Loan Fund
and determination of procedures and conditions for the implementation of programmes.

Agreement on the creation and management of the SV 2012 guarantee fund (INOSTART), as amended by Amendment
1 of 30 April 2014, Amendment 2 of 25 June 2014, Amendment 3 of 15 February 2016 and Amendment 4 of 20 June 2019

J Parties: NDB and the Ministry of Industry and Trade
/ Date of conclusion: 6 September 2012

/ Subject matter: Creation, supplementation and administration of a guarantee fund to support innovative projects, including the
establishment of procedures and conditions for the provision of guarantees.

Agreement on the creation and administration of the N 2013 Loan Fund, as amended by Amendment 1 of 25 June 2014,
Amendment 2 of 21 September 2015 and Amendment 3 of 25 March 2020

J Parties: NDB and the Ministry of Industry and Trade
/ Date of conclusion: 11 December 2013

/ Subject matter: Regulation of relations in the creation, financing and administration of the N 2013 Loan Fund and negotiation of
conditions and procedures for the implementation of the REVIT programme.

Agreement on the implementation of the GUARANTEE 2015-2023 programme and on the creation and administration
of the N 2015 Guarantee Fund, as amended by Amendment 1 of 21 September 2015, Amendment 2 of 8 February 2016,
Amendment 3 of 23 August 2016, Amendment 4 of 9 December 2016, Amendment 5 of 26 October 2017, Amendment
6 of 21 May 2018 and Amendment 7 of 9 December 2019

J Parties: NDB and the Ministry of Industry and Trade
/ Date of conclusion: 23 February 2015

J Subject matter: Determination of conditions and procedures for the implementation of the GUARANTEE 2015-2023 programme
and negotiation of conditions for the administration of the N 2015 Guarantee Fund.

Agreement on the creation and administration of the NX 2017 Loan Fund, as amended by Amendment 1 of 1 June 2017,
Amendment 2 of 22 December 2017 and Amendment 3 of 5 September 2018

J Parties: NDB and the Ministry of Industry and Trade
/ Date of conclusion: 9 May 2017

J Subject matter: Regulation of relations in the creation, financing and administration of the NX 2017 Loan Fund and negotiation
of conditions and procedures for the implementation of the ENERG programme.

Agreement on the creation and management of the E 2017 Loan Fund, as amended by Amendment 1 of 21 May 2018,
Amendment 2 of 19 November 2018, Amendment 3 of 11 November 2019, Amendment 4 of 28 April 2020, Amendment
5 of 13 August 2020, Amendment 6 of 30 June 2021 and Amendment 7 of 13 December 2021

J Parties: NDB and the Ministry of Industry and Trade
/ Date of conclusion: 24 March 2017

/ Subject matter: Regulation of relations in the creation, financing and administration of the E 2017 Loan Fund and negotiation of
conditions and procedures for the implementation of the EXPANSION programme.
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Agreement on the creation and management of the EX 2017 Loan Fund, as amended by Amendment 1 of 26 June 2018,
Amendment 2 of 16 April 2019, Amendment 3 of 3 February 2020, Amendment 4 of 6 August 2020 and Amendment
5 of 20 January 2021

J Parties: NDB and the Ministry of Industry and Trade
J Date of conclusion: 21 June 2017

J Subject matter: Regulation of relations in the creation, financing and administration of the EX 2017 Loan Fund and negotiation
of conditions and procedures for the implementation of the ENERGY SAVINGS programme.

Agreement on the creation and management of the VC 2017 fund
J Parties: NDB and the Ministry of Industry and Trade
/ Date of conclusion: 20 December 2017

/ Subject matter: Regulation of relations in the creation, financing and administration of the VC 2017 fund and negotiation of
conditions and procedures for the implementation of investments in the Central Europe Fund of Funds.

Agreement on the implementation of the VADIUM programme and on the creation and administration of the V 2018
Guarantee Fund

J Parties: NDB and the Ministry of Industry and Trade
J Date of conclusion: 26 June 2018

J Subject matter: Regulation of relations in the creation, financing and administration of the V 2018 Guarantee Fund and negotia-
tion of conditions and procedures for the implementation of the VADIUM programme.

Agreement on the creation and administration of the E 2018 Guarantee Fund, as amended by Amendment 1 of 27 March
2020, Amendment 2 of 22 May 2020, Amendment 3 of 3 August 2020 and Amendment 4 of 30 June 2021

J Parties: NDB and the Ministry of Industry and Trade
/ Date of conclusion: 19 November 2018

J Subject matter: Regulation of relations in the creation, financing and administration of the E 2018 Guarantee Fund and negotia-
tion of conditions and procedures for the implementation of the EXPANSION programme.

Agreement on the creation and management of the COVID 2020 loan fund, as amended by Amendment 1 of 25 March 2020
J Parties: NDB and the Ministry of Industry and Trade
/ Date of conclusion: 16 March 2020

/ Subject matter: creation, supplementation and administration of the COVID 2020 Loan Fund, agreement on the conditions and
procedures for the implementation of the Programme, regulation of relations and rights and obligations.

Agreement on the creation and administration of the COVID PRAGUE 2020 Guarantee Fund, as amended by Amendment
1 of 15 July 2020 and Amendment 2 of 9 June 2021

J Parties: NDB, the Ministry of Industry and Trade and the City of Prague
# Date of conclusion: 16 April 2020

/ Subject matter: creation, supplementation and administration of the COVID PRAGUE 2020 Guarantee Fund, agreement on the
conditions and procedures for the implementation of the programme, regulation of relations and rights and obligations.

Agreement on the creation and administration of the COVID III guarantee fund, as amended by Amendment 1 of 25
June 2020, Amendment 2 of 22 December 2020, Amendment 3 of 30 June 2021 and Amendment 4 of 13 December 2021

J Parties: NDB and the Ministry of Industry and Trade
J Date of conclusion: 19 May 2020

/ Subject matter: Regulation of conditions and relations in the creation and administration of the COVID IIl Guarantee Fund,
transfer of funds from the state budget and disbursement of funds from the COVID III Guarantee Fund, creation of conditions
for portfolio liability and regulation of other rights and obligations.

Agreement on the implementation of the COVID Travel Agency Guarantee programme and on the creation and admin-
istration of the CK 2021 guarantee fund

J Parties: NDB and the Ministry of Industry and Trade
/ Date of conclusion: 19 February 2021

/ Subject matter: Creation, supplementation and administration of the CK 2021 Guarantee Fund, agreement on the conditions and
procedures for the implementation of the Programme, regulation of relations and rights and obligations.



Agreement on the creation and administration of the COVID III - Invest Guarantee Fund
J Parties: NDB and the Ministry of Industry and Trade
J Date of conclusion: 30 June 2021

/ Subject matter: Creation and administration of the COVID III - Invest Guarantee Fund, transfer and disbursement of funds,
agreement on the conditions and procedures for the implementation of the Programme, regulation of relations and rights and
obligations.

2. PROGRAMMES TO SUPPORT HOUSING FOR CITIZENS AFFECTED BY FLOODS

Agreement on the implementation of Government Regulation No. 190/1997 Coll., as amended by Amendment 1 of 30
October 2002, Amendment 2 of 31 October 2008 and Amendment 3 of 15 September 2014

J Parties: NDB and the Ministry of Regional Development

/ Date of conclusion: 23 September 1997

/ Subject matter: Negotiation of mutual relations between the contracting parties aimed at the implementation of the Regulation

of the Government of the Czech Republic No. 190/1997 Coll., on the provision of financial assistance in the area of housing to
citizens affected by the floods in 1997.

Agreement on the implementation of Government Regulation No. 148/1997 Coll. and Government Regulation No.
149/1997 Coll., as amended by Amendment 1 of 23 June 1998, Amendment 2 of 30 March 1999, Amendment 3 of 29 April
1999, Amendment 4 of 26 April 2000, Amendment 5 of 30 October 2002, Amendment 6 of 31 October 2008 and Amend-
ment 7 of 15 September 2014

J Parties: NDB and the Ministry of Regional Development
/ Date of conclusion: 7 November 1997

J Subject matter: Negotiation of mutual relations between the contracting parties aimed at the implementation of Government
Regulation No. 148/1997 Coll., on the provision of interest-free loans for housing construction, and Government Regulation No.
149/1997 Coll., which lays down the conditions for providing additional financial assistance for mortgage lending.

3. PROGRAMME COOPERATION WITH OTHER MINISTRIES

Agreement on the implementation of the Guarantee of Foreign Development Cooperation (ZRS) programme and on the
creation and administration of the ZRS 2019 Guarantee Fund, as amended by Amendment 1 of 27 October 2021

/ Parties: NDB and the Ministry of Foreign Affairs
J Date of conclusion: 19 December 2018

/ Subject matter: Creation, supplementation and administration of the ZRS 2019 Guarantee Fund and negotiation of conditions
and procedures for the implementation of the ZRS Guarantee (Zaruka) programme, where the funds of the ZRS 2019 Guarantee
Fund are used for their financing.

Agreement on the creation and administration of the SP 2019 Loan Fund
# Parties: NDB and the Ministry of Labour and Social Affairs
J Date of conclusion: 30 July 2019

/ Subject matter: Regulation of relations in the creation, financing and administration of the SP 2019 Loan Fund and negotiation
of conditions and procedures for the implementation of the S-enterprise (S-podnik) programme.

Agreement on the implementation of the travel agency guarantee subtitle and on the creation and administration of the
CK 2022 guarantee fund

J Parties: NDB and the Ministry of Regional Development
/ Date of conclusion: 22 December 2021

J Subject matter: Creation, supplementation and administration of the CK 2022 Guarantee Fund, agreement on the conditions
and procedures for the implementation of the Subtitle, regulation of relations and rights and obligations.
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4. LOANS TO MUNICIPALITIES

Financial agreement on the establishment and management of the Regional Development Fund in the Czech Republic CZ
96.03.01, as amended by Amendment 1 of 23 May 2000, Amendment 2 of 30 June 2003, Amendment 3 of 18 December
2003, Amendment 4 of 16 June 2006, Amendment 5 of 28 April 2008, Amendment 6 of 11 February 2009, Amendment
7 of 18 October 2010, Amendment 8 of 20 October 2014, Amendment 9 of 21 September 2015 and Amendment 10 of 16
December 2020

J Parties: NDB and the Ministry of Regional Development
J Date of conclusion: 30 June 1999

/ Subject matter: Establishment of the Regional Development Fund with the original goal of supporting the construction and
development of industrial zones, which was subsequently expanded to support the development of transport, water and other
municipal infrastructure, as well as setting the principles for organising, managing and providing loans from the Regional De-
velopment Fund.

5. PROVISION OF BANKING SERVICES

5.1 CONTRACTS WITH STATE ORGANISATIONAL CONSTITUENTS TO ENSURE THE
IMPLEMENTATION AND ADMINISTRATION OF PAYMENTS UNDER INFRASTRUCTURE
PROGRAMMES

Agreement on securing the activities of a finance manager in connection with loans received from the European Invest-
ment Bank, Reg. No. 2001-9003

J Parties: NDB, the Ministry of Finance and the State Fund for Transport Infrastructure

/ Date of conclusion: 3 September 2001

/ Subject matter: Arranging mutual relations between the contracting parties in securing activities related to loans received by
the NDB from the European Investment Bank to finance programmes for the renewal and construction of transport and water
management infrastructure in the Czech Republic.

Agreement on ensuring cooperation between the Ministry of Finance, the Ministry of Agriculture and the NDB in the
implementation of measures included in the Water Management Investment Support Programme in the Czech Republic
(EIB), Reg. No. 2002-9009, as amended by Amendment 1 of 16 August 2005

J Parties: NDB, the Ministry of Finance and the Ministry of Agriculture
J Date of conclusion: 24 February 2002

J Subject matter: Arranging mutual relations between the contracting parties in securing activities related to loans received by
the NDB from the European Investment Bank and the Bank of the Council of Europe to finance programmes for the renewal and
construction of water management infrastructure in the Czech Republic.

Agreement on the management of financial resources for the Czech Motorways B Project, as amended by Amendment 1
of 22 December 2004 and Amendment 2 of 22 March 2013

J Parties: NDB, the Ministry of Finance and the State Fund for Transport Infrastructure
/ Date of conclusion: 4 July 2002

/ Subject matter: Arranging mutual relations between the contracting parties in securing activities related to the implementation
of a loan received by the Czech Republic from the European Investment Bank for the Czech Motorways B Project.

Agreement on ensuring mutual cooperation in the implementation of the Czech Motorways B Project, as amended by
Amendment 1 of 16 March 2005

/ Parties: NDB and the Ministry of Transport
J Date of conclusion: 20 September 2002

/ Subject matter: Negotiation of mutual relations between the contracting parties in the financing of the Czech Motorways B Pro-
ject.



Agreement on ensuring mutual cooperation in the administration of payments of part of the interest on commercial
loans under the programme 229 310 - Construction and renovation of water supply and sewerage infrastructure and
programme 129 180 - Construction and renovation of water supply and sewerage infrastructure II, as amended by
Amendment 1 of 15 October 2009 and Amendment 2 of 29 July 2010

J Parties: NDB and the Ministry of Agriculture
# Date of conclusion: 7 August 2008

J Subject matter: Negotiation of mutual relations between the contracting parties in the administration of payments of part of the
interest on commercial loans within the two programmes for the construction and renewal of water management infrastructure.

Agreement on the administration of the owner’s account with the Central Securities Depository
J Parties: NDB and the Ministry of Regional Development
/ Date of conclusion: 29 August 2014

J Subject matter: Regulation of mutual rights and obligations of the contracting parties in the administration of the owner’s ac-
count in the Central Securities Depository.

Agreement on the administration of the owner’s account with the Central Securities Depository
J Parties: NDB and the Ministry of Industry and Trade
/ Date of conclusion: 11 November 2021

/ Subject matter: Regulation of mutual rights and obligations of the contracting parties in the administration of the owner’s ac-
count in the Central Securities Depository.

5.2 CONTRACTS FOR THE ESTABLISHMENT AND MAINTENANCE OF ACCOUNTS

Agreement on the opening and maintenance of a special current account number 21/2006/U
J Parties: NDB and the Ministry of Industry and Trade
/ Date of conclusion: 21 November 2006

/ Subject matter: Agreement on the opening and maintenance of a special current account in CZK.

Agreement on the opening and maintenance of special current accounts number 09/2009/U, as amended by Amendment
1 of 17 March 2011 and Amendment 2 of 10 May 2013

/ Parties: NDB and the Ministry of Agriculture
J Date of conclusion: 15 October 2009

J Subject matter: Agreement on the opening and maintenance of special current accounts in CZK.

6. AML COOPERATION AGREEMENT

Agreement on cooperation within the Money Web Lite project
J Parties: NDB and the Ministry of Finance - Financial Analytical Department
/ Date of conclusion: 21 May 2014

/ Subject matter: Transmission of information for the purpose of fulfilling the statutory notification obligation.

7. FINANCIAL MARKETS

In the course of 2021, the NDB accepted short-term deposits from the Ministry of Finance with a maturity of up to 14 days in the
form of deposits and reverse repo operations. The operations took place under standard conditions for concluding transactions in
the financial markets.
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I1l. RELATIONS BETWEEN THE CONTROLLED ENTITY AND OTHER ENTITIES CONTROLLED
BY THE SAME CONTROLLING ENTITY

In the fiscal period, the contractual relations between the NDB, the subsidiaries of the NDB and other entities controlled by the
Czech Republic were concentrated on activities to the extent specified in items 1 to 12 of this chapter.

No damage occurred during the fiscal period in connection with the fulfilment of the following contracts and amendments.
Individual banking services were performed under standard business conditions and the NDB did not incur additional costs, risks
or any harm from them.

1. IMPLEMENTATION OF A PROGRAMME TO SUPPORT REPAIRS OF APARTMENT BUILDINGS

Agreement on the implementation of the Programme for the support of repairs of apartment buildings built with panel
technology in the part concerning subsidies, as amended by Amendment 1 of 29 February 2012, Amendment 2 of 8 April
2013, Amendment 3 of 3 September 2013, Amendment 4 of 1 September 2014 and Amendment 5 of 11 August 2016

J Parties: NDB and the State Fund for Investment Support (formerly the State Housing Development Fund)
/ Date of conclusion: 21 December 2011

/ Subject matter: Regulation of mutual relations between the State Fund for Investment Support and the NDB in the implemen-
tation of the Regulation, the PANEL programme to support repairs of apartment buildings built with panel technology and the
NEW PANEL programme to support repairs and modernisation of apartment buildings.

Agreement on the implementation of the Programme for the support of repairs of apartment buildings in the part con-
cerning bank guarantees (Consolidated Agreement 2), as amended by Amendment 1 of 3 September 2013, Amendment
2 of 23 February 2017

J Parties: NDB and the State Fund for Investment Support
J Date of conclusion: 17 June 2013

/ Subject matter: Regulation of mutual relations between the State Fund for Investment Support and the NDB in the administration
of guarantees provided under the PANEL programme to support repairs of apartment buildings built with panel technology and
the NEW PANEL programme to support repairs and modernisation of apartment buildings for the period in which new guaran-
tees will no longer be provided.

2. IMPLEMENTATION OF RELATIONS WITH THE NATIONAL DEVELOPMENT INVESTMENTS, J.S.C.

Agreement on the provision of a voluntary shareholder surcharge outside the company’s registered capital
J Parties: NDB and NRI
J Date of conclusion: 18 December 2019

J Subject matter: Regulation of mutual relations between the NDB and NRI in connection with the provision of a voluntary sur-
charge of the sole shareholder (NDB) to the equity of NRI outside the registered capital of NRI.

Agreement on cooperation and provision of services
J Parties: NDB and NRI
/ Date of conclusion: 6 May 2020

J Subject matter: Negotiation of more detailed conditions and the nature of services provided by the NDB for NRI in order to fully
secure its activities.

Agreement on the fee for the provision of services pursuant to the Agreement on cooperation and provision of services
of 6 May 2020

J Parties: NDB and NRI
J Date of conclusion: 14 April 2021

/ Subject matter: Determination of the amount of the fee for the provision of services for 2021, resulting from the agreement on
cooperation and provision of services concluded between the NDB and NRI.

Agreement to procure the purchase or sale of investment instruments
J Parties: NDB and NRI
/ Date of conclusion: 6 May 2021

/ Subject matter: The procurement of the purchase, sale or other disposition of investment instruments by the NDB for the client
for the purpose of implementing what is known as the IPO Fund.



Personal Data Processing Agreement
J Parties: NDB and NRI
J Date of conclusion: 11 June 2021

J Subject matter: The Fund, as the controller, entrusted the NDB, as the processor, with the processing of personal data provided
in the context of the performance of the Agreement on cooperation and provision of services concluded between the parties.

3. IMPLEMENTATION OF RELATIONS WITH THE NATIONAL DEVELOPMENT FUND SICAV

Agreement on cooperation and provision of services
/ Parties: NDB and the Fund
# Date of conclusion: 11 February 2021

/ Subject matter: Negotiation of the detailed terms and nature of the services covered by the management and administration of
the investment funds provided by the NDB to the Fund in order to fully secure the activities carried out by it.

Agreement on the fee for the provision of services following the Agreement on cooperation and provision of services
J Parties: NDB and the Fund
/ Date of conclusion: 21 April 2021

/ Subject matter: Determination of the amount of the fee for the provision of services, resulting from the agreement on coopera-
tion and provision of services concluded between the NDB and the Fund.

Agreement on the lease of premises for commercial purposes
J Parties: NDB and the Fund
J Date of conclusion: 12 February 2021

/ Subject matter: The provision of a lease of premises by the NDB for use by the Fund for the purpose of administrative activities
in accordance with its business.

Personal Data Processing Agreement
J Parties: NDB and the Fund
J Date of conclusion: 14 June 2021

/ Subject matter: The Fund, as the controller, entrusted the NDB, as the processor, with the processing of personal data pro-
vided in the context of the performance of the Agreement on cooperation and provision of services concluded between the
parties.

4. IMPLEMENTATION OF RELATIONS WITH MUFIS A.S.

Mandate agreement, as amended by Amendment 1 of 20 December 2017 and Amendment 2 of 28 August 2018
J Parties: NDB and MUFIS a.s.
/ Date of conclusion: 7 November 2012

/ Subject matter: The NDB, on behalf of MUFIS a.s. and on its account, for a fee, performs and procures activities aimed at the
realisation of receivables and liabilities of MUFIS a.s., as well as the company’s obligations arising from generally binding regu-
lations.

5. IMPLEMENTATION OF RELATIONS WITH THE CZECH EXPORT BANK (CESKA EXPORTN{ BANKA, A.S.)

Agreement on the conditions for providing portfolio guarantees in the GUARANTEE 2015-2023 programme
J Parties: NDB and Ceska exportni banka, a.s.
/ Date of conclusion: 4 May 2015

/ Subject matter: Establishment of principles for the coordination of procedures for the provision of bank guarantees for loans of
Ceska exportni banka, a.s. and principles for the inclusion of loans in the portfolio of guaranteed loans and information obliga-
tions of Ceska exportni banka, a.s. to the NDB.
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Agreement on cooperation in the provision of individual guarantees in the GUARANTEE 2015-2023 programme
J Parties: NDB and Ceska exportni banka, a.s.
# Date of conclusion: 11 May 2015

/ Subject matter: Establishment of principles for the coordination of procedures for the provision of bank guarantees for loans of
Ceska exportni banka, a.s. and information obligations of Ceska exportni banka, a.s. to the NDB.

Partnership and cooperation memorandum
J Parties: NDB and Ceska exportni banka, a.s.
J Date of conclusion: 30 June 2017

J Subject matter: Support and financing of SMEs, development and joint implementation of financial instruments and preparation
of their legislative environment.

6. IMPLEMENTATION OF RELATIONS WITH THE CZECH DEVELOPMENT AGENCY AND THE EXPORT
GUARANTEE AND INSURANCE CORPORATION

Partnership and cooperation memorandum
J Parties: NDB, the Czech Development Agency and the Export Guarantee and Insurance Corporation
J Date of conclusion: 11 October 2017

/ Subject matter: Exchange of information and coordination of activities, especially in the implementation of national programmes
and the implementation of European Union initiatives; informing target groups about products and projects provided by the
NDB, the Czech Development Agency and the Export Guarantee and Insurance Corporation.

7. IMPLEMENTATION OF RELATIONS WITH CZECHINVEST, BUSINESS AND INVESTMENT
DEVELOPMENT AGENCY

Partnership and cooperation memorandum
J Parties: NDB and CzechInvest, Business and Investment Development Agency
J Date of conclusion: 10 October 2017

/ Subject matter: Exchange of information and coordination of activities, especially in the provision of products in the regions,
informing target groups about the products of the NDB and CzechInvest, Business and Investment Development Agency, support
for startups, support for the development of brownfields, innovation and technology transfer.

8. IMPLEMENTATION OF RELATIONS WITH THE TECHNOLOGY AGENCY OF THE CZECH REPUBLIC

Partnership and cooperation memorandum
/ Contractual relations: NDB and the Technology Agency of the Czech Republic
J Date of conclusion: 19 March 2018

/ Subject matter: Cooperation on the common interest in support for research, experimental development and innovation with a
focus on support for innovative small and medium-sized enterprises and their involvement in research and development projects
in cooperation with research organisations.

9. IMPLEMENTATION OF RELATIONS WITHIN THE MINISTRY OF INDUSTRY AND TRADE PROJECT
“CZECH REPUBLIC - THE COUNTRY FOR THE FUTURE"

Memorandum on shared business support

J Parties: Ministry of Industry and Trade, the NDB, CzechInvest (Business and Investment Development Agency), CzechTrade
(Czech Trade Promotion Agency), CzechTourism, the Czech Export Bank (Ceska exportni banka, a.s.), the Export Guarantee
and Insurance Corporation, and the Technology Agency of the Czech Republic



J Date of conclusion: 2 October 2018

/ Subject matter: Cooperation between partners through the exchange of information, sharing contacts, coordination of activities,
strengthening horizontal links and other activities.

10. PROVISION OF BANKING SERVICES

Internet Banking Agreement No. 09/2009/1B
J Parties: NDB and the State Fund for Investment Support
J Date of conclusion: 5 May 2009

/ Subject matter: Mutual agreement of the parties enabling remote access of the client to the NDB Internet Banking.

Agreement on management of current accounts No. 1/1999 of 16 April 1999, Amendment 1 of 30 June 2011, Amendment
2 of 17 December 2013 and Amendment 3 of 24 March 2015

J Parties: NDB and MUFIS a.s.
J Date of conclusion: 16 April 1999

/ Subject matter: Agreement on management of current accounts in CZK.

Agreement on the establishment and maintenance of a special current account No. 23/2004/UE, as amended by Amend-
ment 1 of 15 November 2005, Amendment 2 of 14 May 2009 and Amendment 3 of 6 December 2012

J Parties: NDB and MUFIS a.s.
/ Date of conclusion: 14 December 2004

/ Subject matter: Agreement on the establishment and maintenance of a special current account in CZK and mutual agreement of
the parties enabling remote access of the client to the NDB Internet Banking.

Framework agreement on term deposits number 23/2004/T
J Parties: NDB and MUFIS a.s.
J Date of conclusion: 14 December 2004

/ Subject matter: Agreement on the conditions for the establishment and management of term deposits in CZK.

Internet Banking Agreement No. 06/2009/1B
J Parties: NDB and MUFIS a.s.
/ Date of conclusion: 14 May 2009

J Subject matter: Mutual agreement of the parties enabling remote access of the client to the NDB Internet Banking.

Agreement on settlement of over-the-counter trades and transactions number 1/2015/MOT
J Parties: NDB and Ceska exportni banka, a.s.
# Date of conclusion: 14 October 2015

/ Subject matter: Settlement of agreed securities transactions on the basis of an instruction from the Czech Export Bank, as well
as the conclusion and settlement of block transactions between the contracting parties.

Agreement on cooperation in payments made by type A postal orders
J Parties: NDB and Ceska posta, s.p.
/ Date of conclusion: 30 January 2006

/ Subject matter: Arrangement of mutual relations between the contracting parties in the execution of payment transactions via
type A postal orders.
Cooperation agreement

J Parties: NDB and the State Fund for Transport Infrastructure
/ Date of conclusion: 26 May 2017

/ Subject matter: creation of a framework for cooperation between the contracting parties to secure payments for selected projects
in the transport sector, which are financed from the budget of the State Housing Development Fund.
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Agreement on the opening and maintenance of a special current account number 04/2017/UK
J Parties: NDB and Podptrny a garanc¢ni rolnicky a lesnicky fond, a.s.
/ Date of conclusion: 13 March 2018

/ Subject matter: Agreement on the opening and maintenance of a special current account in CZK with an overdraft facility.

Framework agreement on term deposits number 01/2017/TC
J Parties: NDB and Podptirny a garan¢ni rolnicky a lesnicky fond, a.s.
/ Date of conclusion: 13 March 2018

J Subject matter: Agreement on the conditions for the establishment and management of term deposits in CZK.

Internet Banking Agreement No. 02/2017/I1B
J Parties: NDB and Podptirny a garan¢ni rolnicky a lesnicky fond, a.s.
/ Date of conclusion: 13 March 2018

/ Subject matter: Mutual agreement of the parties enabling remote access of the client to the NDB Internet Banking.

Agreement on the opening and maintenance of a special current account number 03/2019/U
J Parties: NDB and NRI
J Date of conclusion: 3 September 2019

/ Subject matter: Agreement on the opening and maintenance of a special current account in CZK, an account for a subsidiary.

Internet Banking Agreement No. 02/2019/1B
J Parties: NDB and NRI
J Date of conclusion: 3 September 2019

/ Subject matter: Mutual agreement of the parties enabling remote access of the client to the NDB Internet Banking.

Framework agreement on term deposits number 03/2019/T
J Parties: NDB and NRI
J Date of conclusion: 3 September 2019

/ Subject matter: Agreement on the conditions for the establishment and management of term deposits in CZK.

Agreement on the opening and maintenance of a special current account number 02/2020/U
J Parties: NDB and NRI
J Date of conclusion: 26 March 2020

/ Subject matter: Agreement on the opening and maintenance of special accounts in CZK, an account for a subsidiary (IPO Fund).

Agreement on the opening and maintenance of a special current account number 03/2020/U
J Parties: NDB and NRI
# Date of conclusion: 26 March 2020

J Subject matter: Agreement on the opening and maintenance of special accounts in CZK, an account for a subsidiary (Brownfield
Fund).

Agreement on the opening and maintenance of a special current account number 01/2020/U
J Parties: NDB and CPP Transgas, s.p.
# Date of conclusion: 13 February 2020

J Subject matter: Agreement on the opening and maintenance of a special current account in CZK.

Framework agreement on term deposits number 1/2020/T
J Parties: NDB and CPP Transgas, s.p.
/ Date of conclusion: 13 February 2020

/ Subject matter: Agreement on the conditions for the establishment and management of term deposits in CZK.



Agreement on the opening and maintenance of a special current account number 02/2021/U
J Parties: NDB and the Fund
/ Date of conclusion: 3 February 2021

/ Subject matter: Agreement on the opening and maintenance of a special current account in CZK.

Internet Banking Agreement No. 02/2021/1B
J Parties: NDB and the Fund
/ Date of conclusion: 3 February 2021

J Subject matter: Mutual agreement of the parties enabling remote access of the client to the NDB Internet Banking.

1. OTHER

Agreement on the use of a payment machine to pay for postal services number 2017/26469
J Parties: NDB and Ceska posta, s.p.
/ Date of conclusion: 12 December 2017

/ Subject matter: Agreement on the conditions and use of the NEOPOST stamping machine.

Hybrid Mail Services Agreement No. 2018/18523
J Parties: NDB and Ceska posta, s.p.
J Date of conclusion: 20 December 2018

J Subject matter: Agreement on the conditions and use of the Hybrid Mail service.

12. FINANCIAL MARKETS

During 2021, the NDB accepted deposits from the Czech Export Bank, the Export Guarantee and Insurance Corporation and MUFIS
a.s., in the form of short-term deposits with a maturity of up to 90 days. The operations took place under standard conditions for
concluding transactions in the financial markets.

In Prague, on 24 February 2022

?

Jiri Jirasek Pavel Fiala
Chairman of the Board of Directors Member of the Board of Directors
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ADDRESSES

HEADQUARTERS

Jeruzalémska 964/4

110 OO Prague 1

Phone: 255 721 111

Email: podatelna@nrb.cz, www.nrb.cz

Chief Executive Officer’s Secretariat Phone: 255 721 441
Secretariat of the Deputy CEO for Trade Management  Phone: 255 721 381
Secretariat of the Deputy CEO for Finance Phone: 255 721 276
BRANCHES

BRNO BRANCH

Hlinky 47/120, 603 00 Brno
Phone: 538 702 199
Email: infobrno@nrb.cz

HRADEC KRALOVE BRANCH

EliS¢ino nabrezi 777/3, 500 03 Hradec Kralové
Phone: 498 774 199
Email: infohradec@nrb.cz

OSTRAVA BRANCH

Privozska 133/4, 701 77 Ostrava
Phone: 597 583 199
Email: infoostrava@nrb.cz

PILSEN BRANCH

Bezrucova 147/8, 303 76 Pilsen
Phone: 378 775 199
Email: infoplzen@nrb.cz

PRAGUE BRANCH

Jeruzalémska 964/4, 110 00 Prague
Phone: 255 721199
Email: infopraha@nrb.cz

REGIONAL OFFICE

Husova 9, 370 01 Ceské Budé&jovice
Mobile: +420 602 838 537
Email: milos.prochazka@nrb.cz
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