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INTRO-
DUCTION

The Czech Republic needs to boost eco-
nomic growth and competitiveness and
finance the transformation of the econo-
my. The current growth rate of real GDP
in the Czech Republic lags significant-
ly behind the rest of the EU. While EU
economies grew by an average of 1.6%
per year between 2019 and 2023, the
Czech economy stagnated. Significant fi-
nancial resources will be needed to meet
the challenges of the necessary economic
transformation. The current levels of sup-
port for Czech economic policy are low and
based entirely on subsidies without any
evaluation of their impact on the economy.

Economically strong countries have
long and successfully used the model of
national promotional banks. The best
national promotional institutions invest
around 3% of GDP annually in economic
policy support and manage assets within
their activities between 7% and 25% of
GDP. These banks help to increase resil-
ience to shocks and crises, transform and
stabilise the economy, and support its
faster recovery through cyclical develop-
ments.

The Czech Republic has not yet fully
exploited the potential of the national
promotional bank model. For the successful
transformation of the Czech economy into
a higher value-added economy and the
related support of the state’s economic
policy, the Czech Republic needs a strong
National Development Bank.

We have therefore prepared an
ambitious plan to support the strategic
economic priorities of the Czech Republic.
We want the NRB to become a full-fledged
promotional bank of European stature that
will assist the sustainable development of
the national economy through repayable
financial instruments.

A national development bank act is
standard in most European countries. The
adoption of such a law is a prerequisite
for the NRB to be able to play its role as
a support institution more fully and to a
much greater extent. In particular, this
means the possibility of using an explicit
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state guarantee to provide additional liquidity outside the standard
framework of European and national resources.

Given the specific position of national promotional banks in the
financial sector, these institutions are exempted from European
capital regulation and are regulated at the national level. We wish
to achieve this same standing for the NRB in the Czech Republic.

A major obstacle to launching the transformation process of the
NRB into a full-fledged national development bank of European
stature is its lack of capital. An increase is necessary, in particular,
to significantly strengthen the lending and guarantee capacity of
the NRB. The first step in this direction is a merger with the Czech
Export Bank (CEB), which will increase the lending and guarantee
capacity of the NRB by increasing its capital, enabling it to provide
a larger volume of financial support.

The capital increase will enable the NRB to focus more
intensively on strategic areas of support for economic and
social development, which primarily include support for SME
development, technological development and digitalisation, green
transition, energy savings, transport infrastructure, municipal
infrastructure, affordable housing and social infrastructure.

Small and medium-sized enterprises will continue to be a
strategic segment in the private sector for the NRB. In the public
sector, these will be mainly self-governing territorial units -
municipalities, cities and regions - and the government sector -
ministries, including the state funds established by them.

TOMAS NIDETZKY
CHAIRMAN OF THE BOARD OF DIRECTORS
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< INTRODUCTION OF THE
MEMBERS OF THE BOARD
OF DIREGTORS

TOMAS NIDETZKY

Chairman of the Board of Directors of the NRB

Tomas Nidetzky has been Chairman of the Board of Directors of the National Develop-
ment Bank since 2 May 2023.

He was a member of the CNB Bank Board from 2016 to 2022 and became the Deputy Gover-
nor of the CNB in December 2018. He had previously held a number of senior management
positions, e.g. at NN Penzijni spolecnost for the Czech Republic, Pojistovna Ceské sporitelny,
Stavebni spofitelna under Ceska spofitelna, CSOB Pojistovna and the ING Financial Group.
In 1999-2004, he was a member of the Presidium of the Association of Pension Funds of the
Czech Republic and the Czech Association of Insurance Companies. At the beginning of his
career he worked at the Securities Centre, Komer¢ni banka and Ceska spofitelna. He graduat-
ed from the Faculty of Informatics and Statistics at the University of Economics in Prague and
completed his postgraduate studies at Oklahoma City University in the U.S.

PAVEL KRIVONOZKA

Member of the Board of Directors of the NRB

He graduated from high school in Bayreuth, Germany at the Alexander-von-Humboldt-Re-
alschule and completed his MBA degree at the State University of New York New Paltz.

He gained extensive experience in banking, insurance and real estate development at
various management positions not only in the Czech Republic, but also in Germany and
Austria. For the last nine years he worked as Head of Capital Markets Sales/Financial Insti-
tutions and Equities at Raiffeisenbank. In the past, he gained experience as Head of Sales
and Treasury at BNP Paribas, Ceska spofitelna, Erste Bank and Ceska pojistovna.

ANNUAL REPORT OF THE NRB — 2023 — INTRODUCTION OF THE MEMBERS OF THE BOARD OF DIRECTORS

As of 1 September 2020, he is a member of the Board of Directors with responsibility for
commerce.

PAVEL FIALA

Member of the Board of Directors of the NRB

In 2000 he successfully completed his studies in finance at the Faculty of Finance and Ac-
counting of the University of Economics in Prague.

After a three-year career in the capital market, he has been working at Ceskomoravska zaruéni
arozvojova banka, a.s. (since September 2021 Narodni rozvojova banka, a.s., or, the National
Development Bank) since 2003, first as a specialist in asset and liability management, and
as of 2005 as Director of the Risk Management Department. In 2017, in addition to risk man-
agement, he also assumed responsibility for the management of non-performing receivables.

As of 1 April 2020, he is a member of the Board of Directors with responsibility for finance and
risk management.
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ECONOMIC

PERFORMANCE

BASIC ECONOMIC CHARACTERISTICS OF THE BANK IN 2019-2023

UNIT 2019 2020 2021 2022 m
Balance sheet total CZHK million 23,983 30,027 32,719 31,952 34,508
Receivables from banks CZK million 1133 3,205 6,200 3,308 2,606
securities accepted by the CNB ooy o 15499 18168 17599 17,041 19,457
OF assets: for refinancing
Receivables from clients CZHK million 5,441 6969 7,540 10,220 11,332
Debt securities CZK million 1,620 1,294 712 564 541
Equity CZK million 4929 4,876 4,416 4,417 5,664
Debt CZHK million 19,054 25,51 28,303 27,535 28,844
Of liabilities:
Of which: provisions CZK million 3,583 3,31 3,323 3,788 3,732
Credit risk funds CZK million 2,626 6,870 7,554 8,076 8,191
giFBalance  Guarantees gronted CZKmilion 24023 43705 52,387 57965 48762
Loan commitments provided CZK million 1,230 1,066 3,568 2,333 1,326
Revenues (sum of account class 7) CZK million 2,725 2,476 3,851 3,846 4,260
'C’)‘ngiiltoz’; securities and interbank 7y g, 546 335 336 1,042 1,233
Of which: Interest on transactions with clients  CZK million 123 76 51 49 54
Revenue from fees and commissions ~ CZK million 294 357 400 424 431
Costs (sum of account class 6) CZK million 2,687 2,452 3,827 3,551 3,334
Operational costs CZK million 37 434 439 494 577
Profit after tax CZK million 38 24 24 295 926
Capital ratio % 2116 2199 20,12 24,82 3115

In the area of new guarantee transactions, the Bank recorded an
increase in business, especially under the GUARANTEE National
Programme 2015-2023. As in previous years, guarantee trans-
actions 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). There was an increase in new loan business for EXPANSION
and ENERGY SAVINGS loans. However, the total value of the guar-
antee and loan transaction portfolios dropped by 12.9% to a total
value of CZK 61.4 billion, of which the guarantee transaction port-
folio decreased by 15.9% to CZK 48.8 billion. The decline in the
guarantee portfolio was due to the maturity of COVID II guarantee
business. The loan portfolio grew by 10.9% to CZK 11.3 billion.

Net profit after tax was CZK 926 million. The amount of equity
as at 31 December 2023 is CZK 5.66 billion, which is an increase
of CZK 1.24 billion over 2022. The increase was driven by the lev-
el of profit for 2023 and the impact of the change in valuation
differences on equity revalued securities (OCI). The capital ratio

reached 31.15% as at 31 December 2023, i.e. 6.33 percentage points
more than at the end of the previous year.
The improvement in the capital ratio was due to a decrease in
risk-weighted assets and an increase in the Bank’s regulatory cap-
ital.
The most significant risk incurred by the Bank continued to be
credit risk, to which 89.4% of the risk-linked capital was allocated.
At the end of 2023, all expected credit risk losses were fully cov-
ered by generated provisions and allowances in the amount cor-
responding to the international accounting standard IFRS 9. The
total balance sheet value of provisions and allowances 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 8.2 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 CZK 2.6 billion to CZK
34.5 billion at the end of 2023. Liabilities to clients increased by



CZK 1.2 billion, retained earnings by CZK 0.3 billion, profit for the
current year by CZK 0.6 billion, other liabilities by CZK 0.2 billion
and valuation differences on securities to OCI by CZK 0.3 billion.

On the asset side, there was an increase in the value of bonds
by CZK 2.4 billion, in receivables from clients by CZK 1.1 billion,
which was mostly influenced by the provision of loans under the
EXPANSION programme, and in tangible fixed assets by CZK 0.2
billion. At the same time, cash on hand and deposits with central
banks decreased by CZK 0.3 billion, loans to banks by CZK 0.7
billion and accrued expenses and income by CZK 0.1 billion.

The value of the balance sheet total does not include loan
commitments provided and bank guarantees granted by the NRB

for loans to small and medium-sized enterprises and guarantees
for loans provided by lending institutions under the COVID III
and COVID INVEST programmes.

The value of issued guarantees totalled CZK 48.8 billion at the
end of 2023. The Bank’s financial investments of CZK 22.7 billion
(65.7% of total assets) are largely made up of investments in debt
securities (58% of total assets) and receivables from banks (7.6%
of total assets).

Source coverage on the liabilities side was provided mainly
by payables to clients - programme sponsors (71.4% of liabilities),
equity (16.4% of liabilities), provisions (10.8% of liabilities), and
other liabilities.

DETERMINATION OF THE CAPITAL RATIO AND OTHER ADDITIONAL INDICATORS

INDICATOR UNIT 2019 2020 2021 2022 m
Tier 1(T1) capital CZK million 4,552 4,551 4121 3,860 4,475
Common Equity Tier 1(CET1) capital CZK million 4,552 4,551 4121 3,860 4,475
Instruments applicable to CET1 capital CZHK million 2,632 2,632 2,632 2,632 2,632
Paid-up CET1instruments CZK million 2,632 2,632 2,632 2,632 2,632
Bank's own acquired CET1 instruments CZK million 0 0 0 0 0
gic;glét'lsyown CET1 instruments acquired CZK million 0 0 0 0 0
Retained earnings/unrecovered loss CZK million 793 819 830 842 1121
Retoineq earnings/unrecovered loss for CZK million 793 819 830 842 1121
the previous period
ﬁif)‘ﬂ;“('gtgg other comprehensive CZK million 0 0 -420 702 -365
Other reserve funds CZK million 1150 1,150 1,150 1150 1150
CET1 capital adjustments resulting -
from the use of prudent filters CZK million 0 0 0 0 0
Value gdjustmgnts according to prudent CZK million 0 0 0 0 0
valuation requirements
Value adjustments according to prudent CZK million Y _48 —69 —62 -63
valuation requirements
Other intangible assets - gross value CZK million -21 -48 -69 -62 -63
Othgr temporary adjustments to CET1 C7ZK million 0 0 0 0 0
capital
Over-limit major investments in entities from - B _ _
the financial sector CZK milion 2 2 2 0 0
Tier 2 (T2) capital CZK million 0 0 0 0 0
Capital CZK million 4,552 4,551 4121 3,860 4,475
Total risk exposures CZK million 21,516 20,692 20,477 15,551 14,365
I‘gf{'}{‘g‘;ﬁ‘ghte‘j exposures for credit CZHK million 20193 19,392 19,153 14,210 12,816
Exposure to central governments and CZK million 407 561 266 0 0
Exposure to regional governments and CZK million 141 124 32 40 37
Exposure to public sector entities CZK million 3 2 2 31 31
Exposure to international development CZK million 0 0 0 0 0
banks
Exposure to international organisations CZK million 0 0 0 0 0
Exposure to institutions CZK million 158 142 173 136 123
Exposure to enterprises CZK million 16,51 14,601 13,786 3,898 3,601

®
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INDICATOR UNIT 2019 2020 2021 2022 m

®)

Y The calculation was performed in accordance with Decree No. 163/2014 Coll., on the performance of activities of banks, credit
unions and investment firms.

o Exposure to retail CZK million 1,514 2,078 2,690 8,429 7442
8 Exposures secured by real estate CZK million 24 26 38 o] 149
o~

(4 Exposure in default CZK million 845 1,229 1,328 719 535
<

> High-risk exposures CZHK million 373 432 344 224 196
:tl Exposures in covered bonds CZK million 0 0 0 0] 0
(8]

%) Exposure to institutions and enterprises -

: with short-term credit ratings CZK million 13 2 0 0 0
T Collective investment instruments CZK million 0 0 0 0 0
5 Shares CZK million 52 53 83 147 120
[TH

w Other exposures CZK million 152 141 an 586 582
-

" Risk exposures for position risk, currency CZK million 5 9 24 6 3
'~<’t’ and commodity risk at STA

g Marketable debt instruments CZK million 2 9 24 6 3
I Currency trades CZK million 0 0 0 0 0
E Total risk exposures for operational risk CZHK million 1,301 1,276 1,241 1,285 1,520
E Operational risk - BIA approach CZHK million 1,301 1,276 1,241 1,285 1,520
3 . .

< Totgl risk exposures fgr Yoluotlon CZK million 20 15 50 50 26
w adjustments for credit risk

§ Standardised method CZK million 20 15 59 50 26
g Indicator Unit 2019 2020 2021 2022 2023
w

E Capital ratio for Common Equity Tier 1 capital % 2116 2199 2012 24,82 3115
g Capital ratio for Tier 1 capital % 2116 2199 20,12 24,82 3115
‘é’ Capital ratio for total capital % 2116 2199 2012 24,82 3115
8 Indicator Unit 2019 2020 2021 2022 2023
(&)

E Return on average assets (ROAA)” % 0,15 0,08 0,06 0,81 2,37
a Return on average equity (ROAE) 1 % 0,84 0,52 0,55 7,31 22,43
("9

(o] Assets per employeew) CZHK million m,6 126,3 133,3 127,3 133,2
[a]

n<: Administrative costs per employee” CZHK million 1,50 1,60 1,62 1,65 1,83
8 Net profit per employee” CZHK million 0,20 0,10 0,10 118 3,58
w
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RECONCILIATION OF REGULATORY AND ACCOUNTING CAPITAL

@)

™
The tables below summarise the composition of regulatory and accounting capital and individual indicators as at 31 December 2023 g
and 31 December 2022, thus providing a complete reconciliation of the individual items of regulatory capital to the institution’s ::‘
capital and Balance Sheet. 5
>

-l

REGULATORY S

CAPITAL EQUITY v

AS AT 31 DECEMBER 2023 CZK MILLION CZK MILLION L
w

Paid-up registered capital entered in the Commercial Register 2632 2632 E
(=) Capital investments in the Bank’s own instruments - - S
(TS

Retained earnings from previous periods 1121 1121 w
-

Current year profit - 926 5
Accumulated other comprehensive income -365 -365 <
[a]

Other reserve funds 1150 1350 <Z(
() Additional value adjustments (AVA) according to the requirements _ B b
for prudent valuation =
() Intangible assets other than goodwill -63 - E
() Over-limit major investments in entities from the financial sector - - 2
Total capital eligible for Tier 1 classification 4 475 E;’
Total equity 5,664 <Z):
o

w

T

Total amount of Tier 2 capital 0 -
=z

Capital relevant for the calculation of large exposure limits, 4.475 o
qualifying holding limits and capital ratios ! b4
o

'—

O

REGULATORY o

CAPITAL EQUITY a

AS AT 31 DECEMBER 2022 CZK MILLION CZK MILLION L
(o]

Paid-up registered capital entered in the Commercial Register 2632 2632 a
[~

(=) Capital investments in the Bank’s own instruments - - é
Retained earnings from previous periods 842 842 S
Current year profit - 295 E
Accumulated other comprehensive income (OCI) -702 -702 5
-

Other reserve funds 1150 1350 S
() Additional value adjustments (AVA) according to the requirements o
for prudent valuation - - (-4
() Intangible assets other than goodwiill -62 - |
™

() Over-limit major investments in entities from the financial sector - - S
Total capital eligible for Tier 1 classification 3,860 T
Total equity 4,417 o
@

z

(NN}

Total amount of Tier 2 capital 0 =
Capital relevant for the calculation of large exposure limits, =
e R . . 3,860 (@)
qualifying holding limits and capital ratios —
[

@)

o

[NN]

[

—

<

)

z

z

<
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BUSINESS AGTIVITIES
OF THE NRB IN 2025

1. PRODUCT OVERVIEW

In 2023, the Bank provided the following products:

A)  GUARANTEES

GUARANTEE 2015-2023 PROGRAMME

J 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,

J A SMART portfolio guarantee for a bank loan for digitalisa-
tion up to 80% of the loan principal granted to SMEs 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 enterprises (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 500,000,

/ An individual guarantee for a bank loan for the transfer of
family enterprises up to 80% of the loan principal granted to
SMEs up to a maximum of CZK 30 million.

EXPANSION-GUARANTEES PROGRAMME

/ The ENERGY portfolio guarantee with a financial contribu-
tion - interest rate subsidy for bank loans from CZK 1 million to
CZK 10 million, covering up to 80% of the loan principal. At the
same time, the beneficiary can draw a financial contribution of
up to CZK 800,000 to cover interest,

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

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

INOSTART PROGRAMME

J A guarantee for a bank loan for small and medium-sized
start-up enterprises implementing innovative projects in the
Czech Republic for loans from CZK 500,000 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-
terprises when entering tenders where security must be depos-
ited in the form of a bank guarantee, in the amount from CZK
50,000 to CZK 5 million.

COVID TRAVEL GUARANTEE PROGRAMME

/ Support in the form of bank guarantees granted by the NRB
in favour of an eligible insurance company, which replace part
of the travel agency’s co-participation on compulsory insolven-
cy protection insurance, up to 75% of the required co-participa-
tion, up to a maximum of CZK 1.5 million.

B) LOANS

EXPANSION-LOANS PROGRAMME

/ Interest-free investment loans for small and medium-sized
enterprises throughout the Czech Republic (except the Capital
City of Prague) in the amount of up to CZK 60 million, with
a financial contribution to pay commercial institution loan in-
terest (compulsory co-financing) of up to CZK 4 million. The
programme was funded from EU funds under the Operational
Programme Enterprise and Innovations for Competitiveness
and was terminated on 31 December 2023.

OP EIC ENERGY SAVINGS PROGRAMME

J Preferential interest-free loans for enterprises, regardless of
size, throughout the Czech Republic (with the exception of the
Capital City of Prague), the aim of which is to save energy, up
to CZK 60 million, with a maturity of up to 10 years, a financial
contribution for the acquisition of energy assessment in the
amount of up to CZK 250,000, and in the event of savings also
a financial contribution - interest rate subsidy for a commercial
loan in the amount of up to CZK 4 million. The programme is
funded by the ESI Funds under the Operational Programme En-
terprise and Innovations for Competitiveness.



OP TAC ENERGY SAVINGS PROGRAMME

/ The programme is designed for companies considering en-
ergy saving projects. Preferential loans under the New Energy
Savings programme help businesses of all sizes to finance proj-
ects that aim to save energy. Projects can be implemented any-
where in the Czech Republic, except the Capital City of Prague.
The programme was launched in the spring of 2023.

ENERG PROGRAMME

J Preferential interest-free loans for small and medium-sized
enterprises and their projects in the Capital City of Prague,
focused on energy savings in their business activities in the
amount of up to CZK 60 million, with a maturity of up to 10
years, a financial contribution for energy assessment of up to
CZK 100,000 and a financial contribution of 7% of the drawn
amount of the preferential loan when achieving energy savings.

PREFERENTIAL REGIONAL LOANS FOR SMALL
ENTERPRISES IN THE SOUTH BOHEMIAN
REGION PROGRAMME

/ Loans for small enterprises up to CZK 1 million, with a fixed
interest rate of 3% p.a. and a repayment period of up to 6 years.

INFRASTRUCTURE PROGRAMMES

/ Long-term loans to finance infrastructure development. Pre-
viously, we financed relatively small projects such as construc-
tion or reconstruction of wastewater treatment plants, con-
struction and repair of local roads, cycle paths and sidewalks,
new street lighting, etc. In 2022 and 2023, we expanded our ac-
tivities in this area to include large infrastructure projects. We
will continue this activity, in particular with the involvement of
EIB and CEB financial resources and the possibility of obtaining
a subsidy for public sector entities under the Public Sector Loan
Facility from the European Commission.

REGIONAL DEVELOPMENT FUND

J 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 non-business purposes, up to CZK 30 million,
with a preferential fixed or floating interest rate determined
individually according to current market conditions and a ma-
turity of up to 10 years.

TRANFORMATION PROGRAMME

/ Interest-free investment loans under the TRANSFORMA-
TION programme are intended to support the investment ac-
tivities of small and medium-sized enterprises. Enterprises in
the coal regions, i.e., in the Moravian-Silesian, Usti and Karlovy
Vary Regions, can benefit from the funds. The programme was
launched in the spring of 2023 in cooperation with the Ministry
of the Environment. These loans range from CZK 500,000 to
100 million, with a maturity of up to 10 years.

S-ENTERPRISE PROGRAMME

J Interest-free loans of up to CZK 25 million with a maturity
of up to 12 years, to finance investment projects of social enter-
prises. Projects could be implemented anywhere in the Czech
Republic, including Prague. The programme was financed from
EU funds within the Operational Programme Employment,
which was ended on 31 December 2023.

C) CONSULTING

ELENA PROGRAMME

/ This is consultancy for enterprises that plan to invest in an en-
ergy-saving project that is connected either with the building en-
velope (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 SAV-
INGS and ENERG programmes. The consultancy under the ELE-
NA programme is also aimed at cities, regions and other public
entities that implement energy savings using the EPC method.

S-ENTERPRISE PROGRAMME

J Included free advice for beneficiaries of the preferential
loan (social enterprises) in the areas of management, organisa-
tion and production, marketing and public relations and finan-
cial management of the social enterprise.

2. BUSINESS SUPPORT

OVERALL RESULTS

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

The most important guarantee programme supporting small
and medium-sized enterprises was the GUARANTEE 2015-2023
programme in 2023, 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 2023. In addition to national resources, the GUARAN-
TEE 2015-2023 programme is also financed by the European
Investment Fund under the COSME programme.

A guarantee programme supporting small and medium-sized
enterprises was also partly the EXPANSION-GUARANTEES pro-
gramme in 2023, which was launched in February 2019; the ac-
ceptance of applications was closed at the end of 2022 due to
limited resources. On the basis of applications received at the
end of 2022, guarantees were granted mainly at the beginning
of 2023. The EXPANSION-GUARANTEES programme ran under
the Operational Programme Enterprise and Innovations for
Competitiveness (OP EIC).

@)
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As part of the INOSTART programme, the provision of loan
guarantees for start-up enterprises for innovation-oriented
projects continued in 2023. Loans supported by the NRB guar-
antee are provided by Ceska spofitelna, a.s.

Another guarantee programme was the extended COVID
TRAVEL GUARANTEE programme, which supports the liquid-
ity of travel agencies.

A loan programme supporting small and medium-sized
enterprises in 2023 was the EXPANSION-LOANS programme,
which was launched in June 2017. The programme was imple-
mented within the framework of the Operational Programme
Enterprise and Innovations for Competitiveness (OP EIC). The
conditions of the programme were amended several times
during the operation of the programme, which had an impact
on the growing interest of small and medium-sized enterprises
in loans under the EXPANSION-LOANS programme. The pro-
gramme has already been phased out in 2023 due to its end on
31 December 2023 and limited resources.

In 2023, loan programmes focused on energy savings were
the ENERG programme and the ENERGY SAVINGS programme
under the OP EIC and the OP TAC. The goal of both of them
is to reduce energy consumption. These energy saving pro-

grammes were eligible for consultancy under the ELENA pro-
gramme.

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.

Also in 2023, we provided interest-free loans under the
S-ENTERPRISE programme to help social enterprises imple-
ment their development plans. The loan could be supplement-
ed with free consultancy, which was part of the programme.

Based on an agreement with the Ministry of the Environ-
ment, the provision of preferential loans under the TRANSFOR-
MATION programme was launched in 2023. The programme fa-
cilitates SMEs to finance their business projects in coal regions.

In line with the new strategy, the Bank also focused more on
financing infrastructure development and providing consultan-
cy services to the public sector in 2023.

In general, in terms of product support, the NRB continued
to provide products focused on energy savings and environ-
mental protection in the context of climate targets in 2023. In
2024, we will continue this strategy in the framework of the
new programmes under preparation.

SUMMARY RESULTS FOR THE NRB PROGRAMMES

TABLE 1 TOTAL PROJECTS SUPPORTED (EXCLUDING THE VADIUM PROGRAMME GUARANTEES AND

TRAVEL GUARANTEES)

GUARANTEES LOANS
Amount of Amount of
guarantees  guaranteed loans in Amount of loans
Number in CZK million CZK million  Number in CZK million
TOTAL PROGRAMMES 3,493 8,343 11,885 304 1,346
CHART 1 SUPPORTED PROJECTS BROKEN DOWN BY BUSINESS ENTITIES
(EXCLUDING INFRASTRUCTURE PROGRAMMES)
MEDIUM-SIZED ENTERPRISE / SELF-EMPLOYED PERSON
(50-249 employees) AND MICRO ENTERPRISE
7% (up to 9 employees)
45%
SMALL ENTERPRISE
(10-49 employees)
48 %




GUARANTEES

@

On the basis of guarantee agreements concluded in 2023, the Bank provided 3,493 guarantees in the total amount of CZK 8,343
million. The guarantees supported loans in the amount of CZK 11,885 million (see Table 2).

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

INDICATOR 2019 2020 2021 2022 m
Guarantees provided Number 5,627 3,497 2,828 3,290 3,493
Amount of guarantees provided CZHK million 13,838 9,483 9,602 14,005 8,343
Amount of guaranteed loans CZK million 20,814 14,254 13,784 19,562 11,885
Average guarantee amount 64% 66% 70% 72% 70%

* COVID GUARANTEES are not included in the table

The guarantees were mostly used to support projects located in the Moravian-Silesian and South Moravian 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 2019 2020 2021 2022 m
City of Prague 13.0% 1.3% 8.8% 6.1% 129%
Central Bohemian Region 9.0% 8.1% 8.8% 9.3% 9.5%
South Bohemian Region 6.7% 47% 57% 6.7% 57%
Plzer Region 3.5% 5.3% 4.3% 29% 59 %
Karlovy Vary Region 1.2% 22% 1.4% 09% 1.3%
Usti nad Labem Region 3.6% 57% 61% 59 % 4.8%
Liberec Region 31% 3.2% 3.3% 21% 29%
Hradec Krdlové Region 47% 57% 4.3% 47% 4.8%
Pardubice Region 4.3% 57% 5.0% 6.3% 57%
Vysogina Region 2.6% 3.5% 3.5% 27% 2.8%
South Moravian Region 13.3% 12.7% 17.7% 18.0% 15.0%
Olomouc Region 8.5% 8.4% 7.8% 87% 6.5%
Zlin Region 7.5% 6.7% 6.3% 7.6% 6.4%
Moravian-Silesian Region 19.0% 16.8% 17.0% 18.2% 15.7%

A decisive part of the guarantee transactions in 2023 was carried out with Komeréni banka, a.s., Ceskoslovenska obchodni banka,
a.s. and Ceska spofitelna, a.s.
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CHART 2 STRUCTURE OF GUARANTEE TRANSACTIONS IN 2023 BY LENDING BANKS

Other banks Komeréni banka, a.s.

12% \ 290%
UniCredit Bank CR °

and Slovakia, a.s.

7%

Ceskoslovenska
obchodni banka, a.s.
26 %

Ceska sporitelna, a.s
26%

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

TABLE 4 SECTORAL STRUCTURE OF GUARANTEES PROVIDED
(IN % OF THE CONTRACTUAL VALUE OF GUARANTEES GRANTED IN 2023)

Commerce 42.6%
Industrial production 257%
Construction production 19.2%
Accommodation and catering 2.5%
Transport 3.4%
Other industrial production 11%
Healthcare 0.8%
Services 0.7%
Other business 4.0%
TOTAL 100.0%

Furthermore, during 2023, the Bank provided 50 bid guarantees for SMEs entering into tender/selection procedures in the total
amount of CZK 27.4 million under the VADIUM 2018-2023 programme and 106 guarantees for travel agencies in a total amount of
CZK 89.8 million.

LOANS
In 2023, the Bank provided a total of 304 loans in the total amount of CZK 1,346 million.

TABLE 5 TOTAL PREFERENTIAL LOANS PROVIDED

INDICATOR 2019 2020 2021 2022 m

Loans provided Number 463 314 531 597 304
Amount of loans provided CZK million 2,407 1,699 3979 3,816 1,346
Average amount of loan CZK million 52 54 75 6.3 4.4
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OF WHICH INFRASTRUCTURE LOANS GRANTED IN 2023

LOANS GRANTED TO INFRASTRUCTURE m

Quantity 7
Amount in CZK million 19.7

MOST LOANS TO ENTERPRISES WERE GRANTED:

/ 120 loans were concluded in the ENERGY SAVINGS (OP EIC and OP TAC) programmes in the total amount of CZK 462.1 million.
/ In the EXPANSION programme, 91 loans in the total amount of CZK 423.0 million were concluded.
/ In the TRANSFORMATION programme, 51 loans in the total amount of CZK 259.7 million were concluded.

LOANS GRANTED TO ENTERPRISES m

Quantity 297
Amount in CZK million 1,226.5

In other loan programmes (ENERG, SOUTHERN BOHEMIAN, S-ENTERPRISE), a total of 35 loans were provided with a total loan
volume of CZK 81.7 million.

TABLE 6 REGIONAL STRUCTURE OF BUSINESS LOANS PROVIDED IN 2023 (IN %)

AMOUNT OF LOAN
City of Prague 1.8%
South Bohemian Region 6.8%
South Moravian Region 10.5%
Karlovy Vary Region 6.4%
Hradec Krdlové Region 8.5%
Liberec Region 3.4%
Moravian-Silesian Region 22.6%
Olomouc Region 1.8%
Pardubice Region 10.1%
Plzer Region 4.6%
Central Bohemian Region 61%
Usti nad Labem Region 5.2%
Vysodina Region 6.8%
Zlin Region 5.2%

SUM TOTAL 100.0%
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CHART 3 STRUCTURE OF CO-FINANCING IN 2023 IN THE EXPANSION-LOANS PROGRAMME

BY LENDING COMPANIES

e
4

Other
10 %

UniCredit Bank
Czech Republic
and Slovakia, a.s.
10 %

.

\

Raiffeisenbank a.s.
8%

MONETA Money Bank, a.s.
14 %

CSOB Leasing, a.s.
M %

eskd spofitelna, a.s.
13 %

/ ¢
C= -
CSOB, a.s.

15 %

Komeréni banka, a.s.
19 %

Among banks, Komeréni banka, a.s. contributed the most to co-financing, and among leasing companies, CSOB Leasing, a.s. con-

tributed the most to co-financing.

TABLE 7 SECTORAL STRUCTURE OF BUSINESS LOANS PROVIDED IN 2023 (IN % OF THE
CONTRACTUAL VALUE OF AGREED LOANS)

Industrial production 38.8%
Commerce 12.6%
Transport 29%
Construction production 16.7%
Accommodation and catering 4.0%
Other industrial production 4.0%
Services 09%
Healthcare 3.6%
Other business 16.5%

TOTAL 100.0%

3. SUPPORT FOR REPAIRS OF APARTMENT
BUILDINGS

In 2023, the Bank administered a total of 3,574 active contracts
on the provision of grants to cover loan interest (from the
original number of 10,122 concluded contracts), on the basis
of which it paid out more than CZK 238 million. In total, CZK
12,858 million was paid out to beneficiaries of grants in the pe-
riod from the start of the programme of support of apartment
house repairs until the end of 2023, which represents 94.1% of
the total volume of concluded contracts on providing grants to
cover loan interest (CZK 13,664 million).

In 2023, the Bank also managed a portfolio of guarantees for
bank loans, which enabled the owners or co-owners of apart-
ment buildings to obtain loans for their repairs. At the end of
2023, the portfolio consisted of a total of 662 guarantees for

a bank loan (of which 65 are portfolio guarantees) and the
amount of the outstanding principal of guaranteed loans was
CZK 999.3 million.

4. FINANCING OF MUNICIPAL
INFRASTRUCTURE

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, social and
health infrastructure and sports, and cultural and educational
facilities and are provided only as a supplementary service to
the overall portfolio of services. In 2023, the Bank supported
seven public infrastructure projects. The volume of support
amounted to CZK 119.7 million.



5. TRADING ON FINANCIAL MARKETS

In 2023, the Bank was active on financial markets for the pur-
pose of liquidity management, bond portfolio management, in-
terest rate and currency risk management, and the refinancing
of loan programmes to support small and medium-sized enter-
prises and municipalities. The Bank was actively using stan-
dard money market instruments. In the area of portfolio man-
agement of bonds and money market instruments, the Bank
continued to maintain a conservative investment strategy and
focused on purchases of government bonds and government
treasury bills. The Bank was active on the Start market of the
Prague Stock Exchange and became one of the major 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 2023 in the total amount of CZK
52 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.

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 87 million. The NRB, which is intermediating the
State’s investment of EUR 8.2 million, is also a participant in the
Fund. Other investors include the European Investment Fund,
the Hungarian development bank MFB, the Austrian AWS, the
Slovenian SEF, the Slovak SIH and SZRB.

As of 30 September 2023, 50.3% of investors’ commitments
to the CEFoF had been repaid. The liabilities of the CEFoF to
nine selected funds (three of them with Czech management
teams) amounted to EUR 81.03 million (of which EUR 17.34 mil-
lion were funds managed by Czech teams). A total of 58 enter-
prises have already been supported by the CEFoF (17 of them in
the Czech Republic).

8. PROVISION OF INFORMATION PURSUANT
TO ACT NO. 106/1999 COLL., ON FREE
ACCESS TO INFORMATION, FOR 2023 -
SECTION 18 OF ACT NO. 106/1999 COLL.

/ Number of requests for information submitted and the num-
ber of decisions to reject the request: In 2023, four requests for
information were submitted pursuant to Act No. 106/1999 Coll.
and one decision was issued on the rejection of the request.

/ Number of appeals lodged against the decision: In 2023, one
appeal was filed.

J A copy of the essential parts of each judgment of the court
reviewing the legality of the obliged entity’s decision to reject
a request for information and an overview of all expenses in-
curred by the obliged entity in connection with legal proceed-
ings on rights and obligations under the Act, including costs for
its own staff and legal representation costs: In 2023, no court
judgment was issued regarding the review of the legality of the
decision of the obliged entity on the rejection of a request for
information, nor were any court proceedings conducted with
the obliged entity on rights and obligations pursuant to Act No.
106/1999 Coll.

J List of exclusive licences granted, including a justification
for the need to grant an exclusive licence: In 2023, no exclusive
licences were granted.

/ 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 2023, no complaints were filed pursuant to
Section 16a of Act No. 106/1999 Coll.

/ Further information related to the application of this Act: No
information.
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REPORT OF THE
SUPERVISORY BOARD
OF THE NATIONAL
DEVELOPMENT BANK

FOR 2023

During 2023, the Supervisory Board performed the objectives as-
signed to it by law and the Articles of Association of the National
Development Bank (hereinafter referred to as the “Bank”). As
the Company’s supervisory body, it supervised the performance
of the Bank’s Board of Directors and the implementation of busi-
ness activities, 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
financial situation and other significant matters.

After reviewing the Financial Statements as at 31 December
2023 and on the basis of the statement of an external audi-
tor, the Supervisory Board states that the accounting records
were kept in a demonstrable manner and in accordance with
generally binding regulations governing bank accounting and
in accordance with the Bank’s Articles of Association. The ac-
counting records show the financial position of the Bank from
all important points of view and the Financial Statements pre-
pared 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 re-
publika Audit, s.r.o., which confirmed that the Financial State-

In Prague on 23 April 2024

ments gave a true and fair view of the financial position of the
National Development Bank as at 31 December 2023 and its oper-
ations for 2023 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 2023.
On the basis of the above and in accordance with the valid Ar-
ticles of Association of the National Development Bank, the Su-
pervisory Board, following the recommendation of the Audit
Committee, proposed that the sole shareholder acting in the
competence of the General Meeting of the National Develop-
ment Bank approve the Annual Financial Statements and the
proposal for profit distribution for 2023 as proposed by the
Bank’s Board of Directors.

The Supervisory Board also discussed the Bank’s Annual Re-
port for 2023, including the Report of the Board of Directors on
the Bank’s activities and assets for the fiscal year 2023 and the
Report of the Board of Directors of the Bank on relations be-
tween affiliated entities for the year 2023, recommending that
the sole shareholder, in the exercise of its powers at the Bank’s
General Meeting, approve the report.

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

Marek Mora
Chairman of the Supervisory Board



REPORT OF THE AUDIT
COMMITTEE OF THE
NATIONAL DEVELOPMENT
BANK FOR 2023

In 2023, the Audit Committee of the National Development
Bank fulfilled its duties and performed the objectives assigned
to it pursuant 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, credit unions and invest-
ment firms, and in accordance with the Articles of Association
of the National Development Bank (hereinafter referred to as
the “NRB”).

Within the scope of its competence, the Audit Committee
dealt with the monitoring of the procedure for compiling the
Financial Statements of the NRB and the process of their man-
datory verification by the auditor - KPMG Ceska republika Au-
dit, s.r.0. It also dealt with the plan and strategy of the external
audit. It assessed the independence of the audit 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 were submitted, the external
auditor can be considered independent. The Audit Committee
also discussed and took note of the report of the external audi-
tor MiFID 2022. 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 Com-
mittee discussed and approved the provision of the presented
non-audit services by KPMG Ceska republika, s.r.o.

The Audit Committee was briefed on the progress of the pro-
curement of audit services for the next period. It discussed and
acknowledged the tender documents, terms and conditions
and the outcome of the Audit Services 2023-2024 tender. The
Audit Committee recommended KPMG Ceska republika Audit,
s.r.0. to the Bank’s Supervisory Board as the external auditor
for the period 2023 to 2024.

In Prague on 18 March 2024

The object of the regular meetings of the Audit Committee
was the evaluation of the effectiveness of the NRB 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 NRB were functional and effective and that the measures
taken as regards audit findings were being fulfilled.

In 2023, the Audit Committee considered and noted the IT -
Review of Security Arrangements Audit Report as per RTS-SCA
(PSD 2) and ICT - Information Security Review of Selected ICT
Areas Audit Report. It discussed and took note of the informa-
tion on ensuring the integrity of the accounting and financial
reporting system and information on the status and progress of
the Phoenix - Technological Change Project.

As part of the performance of the function of the Risk Com-
mittee, the Audit Committee assessed and took note of regular
information on the risk management system and risk business
cases; risk analysis; 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; the NRB’s Recovery Plan; and contribution to
the Crisis Resolution Fund for 2024. The Audit Committee also
considered an evaluation of the internal capital and liquidity
framework for 2022.

The Audit Committee considered and submitted the Report
on the Activities of the Audit Committee for 2022/2023 (period
under review from 27 April 2022 to 25 April 2023) 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.

On behalf of the Audit Committee of the National Development Bank:

% ‘
Zévit@

Chairman of the Audit Committee
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DECLARATION

The National Development Bank declares that all the informa-
tion and data provided in this Annual Report is true and com-
plete. It further confirms that this document contains all the
facts that may be important for investors’ decisions.

In Prague on 23 April 2024

On behalf of the Board of Directors signed by:

’Dzméé Nidetzky
Chairman of the Board of Directors

The National Development Bank further declares that, up
until the date of preparation of the Annual Report, there were
no negative changes in the financial situation or other changes
that could affect the accurate and correct assessment of the fi-
nancial situation of the National Development Bank.

w( L

Pavel Marek
Member of the Board of Directors
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BALANCE SHEET AS AT 31 DECEMBER 2023

31 DECEMBER 31 DECEMBER

CZK MILLION NOTE 2023 2022
1 Cash on hand and deposits with central banks 3 3 280

2 cavapted by the central bank for refinancing 4 19,457 7.041
Including: @) Issued by government institutions 19,457 17,041

3 Receivables from banks 5 2606 3,308
Including: @) Payable on demand 1 3

b) Other receivables 2,605 3,305

4 Receivables from clients 6 11,332 10,220
b) Other receivables 11,332 10,220

5 Debt securities 7 541 564
Including:  b) Issued by other persons 541 564

6 Shares, share certificates and other interests 8 76 73
7 Participating interests with significant influence 8 1 1
8 Participating interests with decisive influence 8 14 16
9 Intangible fixed assets 9 63 62
10 Tangible fixed assets 9 253 98
Of which:  Land and buildings for operating activities 253 98

1 Other assets 10 144 208
13 Deferred costs and accrued income 10 18 81
TOTAL ASSETS 34,508 31,952



BALANCE SHEET AS AT 31 DECEMBER 2023 (CONTINUED)

31 DECEMBER 31 DECEMBER

CZK MILLION NOTE 2023 2022
1 Payables to banks - other term liabilities 12 155 161

2 Payables to clients 13 24,648 23,433
Including: @) Payable on demand 58 215

b) Other payables 24,590 23,218

4 Other liabilities 14 215 61
Accrued revenues and deferred expenses 14 94 92
Other provisions " 3,732 3,788

Total debt 28,844 27,535

8 Share capital 15 2,632 2,632
Of which:  a) Paid-up share capital 2,632 2,632

10 Reserve funds and other funds from profit 1,350 1,350
Including: @) Mandatory reserve funds and hedge funds 1150 1150

c) Other funds from profit 200 200

13 Valuation differences from assets and liabilities 15 -365 -702
14 Retained earnings from previous periods 1,121 842
15 Profit for the fiscal period 15 926 295
Total equity 5,664 4,417
TOTAL LIABILITIES 34,508 31,952
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OFF-BALANCE SHEET ITEMS AS AT 31 DECEMBER 2023

31 DECEMBER 31 DECEMBER

CZK MILLION NOTE 2023 2022
Off-balance sheet assets:

1 Commitments and guarantees provided 16 50,088 60,298

4 Receivables from fixed-term operations 24c 69 122

Written-off receivables 132 153

Total off-balance sheet assets 50,289 60,573

Off-balance sheet liabilities:

9@ Commitments and guarantees received 16 20936 22,832
10 Pledges and collateral received 16 6,458 7,003
12 Liabilities from fixed-term operations 24c 70 128
14 Values taken into escrow, administration and storage 16 4,715 5721

Total off-balance sheet liabilities 32,179 35,684




PROFIT AND LOSS ACCOUNT FOR 2023

CZRMILLION o Y o=
1 Interewst income and similar revenues 17 1,287 1,090
Of which:  interest on debt securities 661 541
2 Interest expenses and similar costs 17 -556 -452
Of which:  interest expense on debt securities 0 -1
4 Revenues from fees and commissions 18 431 424
5 Fee and commission costs -3 -3
6 Profit or loss from financial operations 19 8 -19
7 Other operational revenues 15 5
8 Other operational costs 20 -42 -35
9 Administrative costs 21 -474 -413
Including: @) Staff costs -350 -313
Of which: aa) Wages and salaries -251 =224
ab) ?nosiifolsizurity and health 86 76
b) Other administrative costs -124 -100
1 Depreciation of tangible and intangible fixed assets -60 -46
12 Release of allowances and provisions for receivables, 1
securities and guarantees, revenues from previously 1 1
written-off receivables
13 Depr_ef:iation, gen(:)ration and us_e. of allowances and n 319 _218
provisions for receivables, securities and guarantees
Losses on transfer of participating interests with decisive and
15 significant influence, generation and use of allowances for n -9 =21
participating interests with decisive and significant influence
16 Release of other provisions n 0
17 Generation and use of other provisions n (] -22
19 Profit or loss for the fiscal period before tax 924 29
23 Income tax 22 2 4
24  Profit or loss for the fiscal period after tax 15 926 295
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDING 31 DECEMBER 2023

SOCIAL

AND

RESERVE OTHER

AND FUNDS
SHARE HEDGE FROM VALUATION RETAINED TOTAL
CZK MILLION CAPITAL FUNDS PROFIT DIFFERENCES EARNINGS EQUITY
As at 1 January 2022 2632 1150 200 -420 854 4,416
Profit in 2022 0 0 0 0 295 295
Movements in valuation differences 0 0 0 -282 0] -282
Allocation to the social fund 0 0 13 0 -13 0
Drawing on the social fund 0 0 -13 0 0 -13
Rounding up 0 0 0 0 1 1
As at 31 December 2022 2,632 1,150 200 -702 1137 4,417
Profit in 2023 0 0 0 926 926
Movements in valuation differences 0 0 0 337 0] 337
Allocation to the social fund 0 0 16 0 -16 0
Drawing on the social fund 0 0 -16 0 0 -16
Rounding up 0 0 0 0 0 0
As at 31 December 2023 2,632 1,150 200 -365 2,047 5,664




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

31 DECEMBER 2023
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1. GENERAL INFORMATION

Narodni rozvojova banka, a.s., or, the National Development Bank
(hereinafter the “Bank” or “NRB”) was established pursuant to the
Commercial Code as a joint-stock company and was registered in
the Commercial Register at the District Court of Prague 1 on 28 Jan-
uary 1992 (Section B, File 1329). As of 1 May 2023, the Bank’s ad-
dress is Premyslovska 2845/43, Prague 3 - Zizkov. The Bank has five
branches in the Czech Republic: in Prague, Brno, Ostrava, Hradec
Kralové and Plzefi, and one regional office in Ceské Bud&jovice.

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

Banking activities specialise in supporting small and me-
dium-sized enterprises (SMEs) in the Czech Republic through
guarantee and loan products, in supporting repairs of housing
units in apartment houses, in providing loans to municipali-
ties, especially from sources from international financial insti-
tutions, 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 promotional 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;

/ Providing bank and financial guarantees;

/ The provision of banking information;

/ 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 SUPPORT IN 2023

The Bank used part of its own resources to cover the credit risk
of guarantees for the SME sector under the national guarantee
programme. This measure helped maintain continuity in SME
support in 2023.

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 Re-
public 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 plant-
ing. It regularly organises company-wide and development
events for employees.

NON-FINANCIAL INFORMATION

The Bank discloses non-financial information in these Financial
Statements based on the recommendations and public state-
ment of the European Securities and Markets Authority (ESMA)
on priorities for annual reports for 2023 dated 25 October 2023.

The Bank considers the sharing of non-financial information
to be a very important aspect that will contribute significantly
to environmental protection, social justice and, above all, to
sustainable finance and responsible investment.

In March 2021, the Bank signed the CBA Memorandum for
Sustainable Finance, thereby publicly declaring its commitment
to maximally respect environmental protection requirements
and social responsibility principles, to apply the principles of
sustainability, and to transparently and regularly analyse the
ESG impacts of its activities.

Following the development of a new long-term strategy for
the period of 2024-2030, the Bank is preparing specific objec-
tives and procedures for their implementation in the area of
sustainability, including the environment, the social area and
corporate governance.

PROJECTS

In 2023, the Bank continued the implementation of the Techni-
cal Support Instrument (TSI) - Support to the Implementation
of the Just Transition project launched in 2022, in collaboration
with PWC. One of the main objectives of the project is to devel-
op a methodology for assessing ESG risks and their impacts ac-
cording to the rules for the InvestEU Fund sustainability proof-
ing, including environmental and climate assessments.

FINANCIAL INSTRUMENTS

In 2023, the Bank completed the development and preparation
of several new financial instruments for SMEs.

Under Component 4.2 of the National Recovery Plan, enti-
tled “New Quasi-Capital Instruments to Support Business and
Development of the NRB as a National Promotional Bank”, the
Bank in cooperation with the Ministry of Industry and Trade
(hereinafter referred to as the “MIT”) is implementing a new fi-
nancial instrument, known as the Subordinated NRP Loan. The
concept of this financial instrument is defined by the fact that
projects falling under the list of excluded sectors (e.g., activi-
ties and assets related to fossil fuels, landfills and incinerators,
activities and assets falling under the EU Emissions Trading Sys-
tem and activities where long-term waste disposal may cause
environmental damage) cannot be supported; the instrument
can support only selected activities and assets with an assigned
climate coefficient (40% or 100%), and the supported projects
must comply with the principle of “Do No Significant Harm”
(DNSH). Business projects are already being discussed.

In the first quarter of 2023, the Bank completed the devel-
opment and started providing the Transformation Loan Facili-



ty under the Operational Programme Just Transition (OP JT) in
collaboration with the MoE.

This financial instrument will also not be able to support
projects on the list of excluded sectors; all projects must com-
ply with the principle of “Do No Significant Harm” (DNSH) and
are subject to climate proofing. The Transition Loan is designed
to support entrepreneurship in coal regions.

In 2023, the Bank started preparing a financial instrument,
the Electromobility Guarantee Programme, which is intended
for traders and entrepreneurs of all sizes. It aims to encourage
an increase in the market share of alternative fuel vehicles and
the construction of charging stations. Under the programme,
the Bank offers a guarantee that can be used for a loan pro-
vided by a cooperating commercial bank or leasing company.
In addition to the guarantee, the Bank will provide a financial
contribution per vehicle purchased. The Bank will provide the
guarantees from March 2024 onwards.

Responsible behaviour towards the environment and envi-
ronmental protection is not a competitive advantage for the
Bank, but a necessity without which sustainable development
cannot be achieved.

SOCIAL ASPECTS AND EMPLOYEES

The emphasised values, selected binding rules of conduct and
moral principles by which the Bank is bound and the observance
of which is required and expected are anchored in the Code of
Ethics of the Financial Group of the National Development Bank.
The Code is an important part of the Bank’s regulatory base and
is binding on every employee of the Bank, be they an ordinary
employee, manager or member of the Board of Directors. Our
core values include openness, honesty and accountability. The
Code also sets out the Bank’s obligations to clients, business
partners, employees, shareholders, the communities in which
we live and society as a whole. The Bank complies with binding
rules and principles in the areas of competition, financial integ-
rity, personal data protection and prevention of money launder-
ing and financing of terrorism. The Bank also avoids unfair prac-
tices and conflicts of interest as part of its prevention efforts.

The Bank establishes and strengthens fair relations both in
the workplace and with business partners by promoting equal
opportunities, not tolerating any discrimination, responsibility
for the safety and health of employees, not providing unjusti-
fied advantages or unequal conditions, and the inadmissibility
of selecting a business partner otherwise than in accordance
with the Bank’s internal regulations.

The Bank is also guided by the principles and established rules
of human resources management, which are based on the long-
term Development Strategy of the National Development Bank.
The training of the Bank’s employees and their transparent and
fair remuneration is crucial for the Bank. Motivation to deepen
employee engagement is provided by tools in the form of a base
monthly salary (fixed salary constituent), a variable salary constit-
uent, a system of employee benefits and a training programme.

CONSOLIDATED FINANCIAL STATEMENTS

The Bank does not prepare consolidated financial statements
in accordance with Czech accounting standards because it only

controls consolidated accounting entities that are individually
and collectively insignificant.

2. ACCOUNTING POLICIES

A)  BASIC PRINCIPLES OF ACCOUNTING

The Financial Statements for the 2023 fiscal period 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
(hereinafter referred to as the “MoF CR”) as amended (herein-
after referred to as the “Decree”), which implements certain
provisions of Act No. 563/1991 Coll., on accounting, as amend-
ed, for accounting entities that are banks and other financial
institutions, as amended, and in accordance with the Czech
Accounting Standards for financial institutions.

In accordance with that Decree, the arrangement and des-
ignation of items in the Financial Statements and the content
definition of the items in these Financial Statements are deter-
mined. At the same time, the Decree stipulates in Section 4a(1)
that the Bank should follow the International Accounting Stan-
dards as amended by the directly applicable European Union
regulations on the application of the International Accounting
Standards (hereinafter referred to as the “International Ac-
counting 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
have been prepared under the historical cost convention 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
Czech accounting regulations, it is necessary for the Bank’s man-
agement to make estimates that affect the amounts of assets and
liabilities reported at the balance sheet date, disclosures 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 valu-
ation of intangible assets, the impairment of assets and the gener-
ation of provisions, are based on information 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, loan allowances, provisions for guarantees
and loan commitments and the fair value of securities. Information
about key forward-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
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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 CZK 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 con-
trol if it exercises the rights to the benefits defined in a con-
tract, these rights expire or it waives these rights.

/ The financial liability or part thereof expires, i.e., the obligation
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 financial
liabilities (e.g., receivables from clients, payables to clients, etc.)
at the time they arise. All other financial instruments (including
spot purchases and sales of financial assets) are recognised 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:
/ Amortised cost (AC),

J Fair value through equity (FVOCI),

/ 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 mea-
sured 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 principal repayments
and payments of interest on the principal amount outstand-
ing (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 whose objective
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 (the “SPPI test™).

On the initial recognition of equity securities not held for trad-
ing, the Bank irrevocably determined that it would recognise
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 the classification by instruments
individually 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;

/ Evaluating the performance of the business model and fi-
nancial assets held within each business model, including
how to present it to key management personnel of the ac-
counting entity;

Z 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
executives;

/ The frequency, volume and timing of sales in previous peri-
ods, 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 (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 principal amount out-
standing for a specific period of time and for other basic risks
and costs associated with lending (e.g., liquidity risk and admin-
istrative 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;

\

Leverage;
/ Early repayment and extension of maturity;

/ Conditions that limit an accounting entity from collecting
cash flows from specific assets;

/ Conditions that modify the payment for the time value of
money (e.g., the methods used for the regular determina-
tion 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:

J Amortised cost (AC), or
J Fair value through profit or loss (FVTPL).

(iii) DERECOGNITION

FINANCIAL ASSETS
The Bank derecognises a financial asset if

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

J Tt 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 allo-
cated 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).

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, the Bank assesses
whether the cash flows of the modified financial asset are dif-
ferent.

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

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 due to financial difficulties) and
the change in the contractual terms is classified as significant,
the original asset is derecognised and a new one is recognised
at fair value, including transaction costs associated with the re-
statement of the asset. The present value of the cash flows for
that asset is discounted using the new effective interest rate 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 contractual terms and conditions is not clas-
sified as significant (i.e., the difference between the net pres-
ent value of the asset using the original interest rate and the
net present value of the asset using the updated interest rate
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is close to 10%, or based on 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 carrying amount before the change in terms and condi-
tions (excluding existing allowances) and the gross carrying
amount after the change is recognised as an impact of the asset
modification on profit or loss. The present value of the adjust-
ed cash flows is discounted using the original effective interest
rate 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 maturity of the modified
financial asset. If such a modification is made because of the
debtor’s financial difficulties - see clause 2c(vi) below - the gain
or loss is recognised together with the generation, release or
use of allowances 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 upon 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 a standard
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, the
Bank will use valuation techniques that maximise the use of rel-
evant observable inputs and minimise the use of unobservable
inputs. The selected valuation technique includes all of the fac-
tors 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 the bid price
J Liabilities and short positions at the 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 that 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 in-
cluded 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:

/ Listed prices for similar instruments in active markets;

J Listed prices for identical or similar instruments in markets
considered less than active;

Z 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
includes 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) IMPAIRMENT

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

J/ Financial assets that are debt instruments;
/ Loan 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, ad-

justments 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 leasing 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 in-
strument 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
contractual 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 loan commitments: as the present value of the dif-
ference between the contractual cash flows to the account-
ing 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, the expected cash flows from the
modified financial asset are included in the calculation of
cash deficits from the existing asset.

J If the expected restructuring results in the derecognition of
an existing asset, the expected fair value of the new asset is
treated as the final cash flow from the existing asset at the time
of derecognition. This value is included in the calculation 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;

/ Significant delay in fulfilling the contractual non-payment
terms;

/ Breach of contract, such as default by the debtor or failure
to pay;

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

J Ifit 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 loan 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
addition, loans that are 90 days or more overdue are considered
credit-impaired.

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

/ 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 the restructuring of the issuer resulting in
a loss for the Bank as a result of voluntary or compulsory
debt forgiveness.

PRESENTATION OF ALLOWANCES FORECL IN
THE BALANCE SHEET

Allowances for ECL are presented as follows:

J Financial assets measured at amortised cost: the allowance
is deducted from the gross book value of the assets;

/ Loan 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 (loan commitment) and
the Bank cannot separately distinguish between the expected
credit losses from a loan commitment and losses from a finan-
cial asset, the Bank recognises expected credit losses from
the loan commitment together with the allowance for the
financial asset. These expected credit losses are recognised
as a provision only to the extent that the combined expected
credit losses exceed the gross book value of the financial asset.

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

Allowances and provisions for ECL generated against costs are
reported in the Profit and Loss Account in the item “Depreci-
ation, generation and use of allowances and provisions for re-
ceivables and guarantees”. This item also recognises any subse-
quent use of allowances.

The release of allowances and provisions for ECL as a result
of their redundancy is reported in the Profit and Loss Account
in the item “Release of allowances and provisions for receiv-
ables and guarantees, revenues from previously written-off re-
ceivables”.
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TAX ALLOWANCES

The tax-deductible part of the total allowances for credit losses
for the fiscal period is calculated in accordance with Section 5
(“Bank provisions and allowances”) and Section 8 (“Allowanc-
es for receivables from debtors”) of Act No. 593/1992 Coll. on
provisions for determining the income tax base, as amended.
Allowances are kept in the analytical records for the purpose of
calculating the tax liability.

DEPRECIATION

Loans and debt securities are depreciated (either in part or
in full) unless there is a realistic and achievable possibility of
recovery proceeds. 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 depreciated. 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, generation and use of allowances and provisions for
receivables and guarantees” in the Profit and Loss Account. In
the case of a write-off of a receivable for which an allowance
has been generated in full, the allowances in the same item of
the Profit and Loss Account are reduced by the same amount.
Revenues from previously written-off loans are reported in the
Profit and Loss Account in the item “Release of allowances and
provisions for receivables and guarantees, revenues from pre-
viously written-off receivables”.

(vi) 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 des-
ignation/classification eliminates or significantly reduces an
accounting mismatch that would otherwise occur.

FINANCIAL LIABILITIES

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

/ The liabilities are managed, assessed and internally report-
ed 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 includes the
following:

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

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

E)  RECEIVABLES FROM CLIENTS

The Balance Sheet item Receivables from clients includes the
following:

/ Loans and borrowings measured at amortised cost - see
clause 2c(ii) above - which are initially recognised at fair val-
ue plus additional direct transaction costs and subsequently
measured at amortised cost using the effective interest rate;

J Loans and borrowings 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 value, any change in which is immediately recognised in
profit or loss;

Accrued interest is part of the account groups in which the as-
sets 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), the trans-
action is reported as a loan or borrowing 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:

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

J Debt securities measured at fair value through equity
(FVOCD);

J 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 rec-
ognised 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;

/ Generation of an allowance 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, the cumu-
lative gain or loss recognised up to that point in the item Valu-
ation differences in equity is reclassified from equity and rec-
ognised 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 their subsequent changes in fair value will be report-
ed through equity (FVOCI). This determination is based on
individual instruments at initial recognition and the equity
securities 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 (acqui-
sition costs), 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”.

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,

Z 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,

/ 1t 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 referred to as
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 is also considered to be a participating
interest that the Bank controls together with another person and
in which it does not itself have a decisive influence.

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

The generation, release and use of related allowances are
recognised in the Profit and Loss Account in the items “Release
of allowances for participating interests with decisive and sig-
nificant influence” and “Losses from the transfer of participat-
ing interests with decisive and significant influence, generation
and use of allowances for participating interests with decisive
and significant influence”.

H) FAIR VALUE OF SECURITIES

J)  SALE AND REPURCHASE OPERATIONS

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.

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

©

ANNUAL REPORT OF THE NRB — 2023 — NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS IN ACCORDANCE WITH CZECH ACCOUNTING REGULATIONS AS AT 31 DECEMBER 2023

nrb,



&)

ANNUAL REPORT OF THE NRB — 2023 — NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS IN ACCORDANCE WITH CZECH ACCOUNTING REGULATIONS AS AT 31 DECEMBER 2023

nrb,

securities. Securities sold or lent under repurchase agreements
(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, pay-
ables 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

The Bank accounts only for financial derivatives held for trading
and does not apply hedge accounting.

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 val-
uation date, which may not reflect the market situation before
or after that date. At the balance sheet date, the Bank reviewed
these models and ensured that they adequately reflected cur-
rent 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
guarantee is reduced on the basis of the lending bank’s infor-
mation on the amount of the accumulated repaid principal of
the guaranteed loan.

Guarantee revenues are recognised on an accrual basis (see
clause 20 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 loan commitments are commitments to provide
a loan according to the agreed conditions. In 2023 and 2022,
the Bank did not issue any loan 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 loan fees, which are recognised immediately
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 loans, other receivables
and payables if the periods between repayments are less than one
year. Interest income includes accrued coupons and accrued dis-
counts and premiums on all fixed revenue instruments.

Interest income from loans 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 loans are also accrued and
included in the balances of the respective loan. These amounts
are taken into account when determining the allowance for out-
standing loans.

N) PENALTY INTEREST

Penalty interest is accrued to revenues only for receivables in
Level 1. For other receivables, the accrual of penalty interest
income 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 contribut-
ing 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: EXPAN-
SION, COVID II, COVID PRAGUE guarantees) are deferred to
revenues on the basis of the expected course of repayment of
the principal of the guaranteed loan.

For guarantees financed from OP EIC funds (EXPANSION,
COVID II, COVID PRAGUE guarantees), the Bank is entitled to
a fee for each managed guarantee in a given calendar month.
The fee is entered under the Bank’s revenues on a monthly basis.



For COVID III guarantees, the Bank is entitled to a percent-
age share of the fee paid by banks.

For loans financed from EU funds for the 2021-2029 pro-
gramming period, which the Bank disburses from 2023 on-
wards, the Bank is entitled to a remuneration of a percentage of
the drawn-down principal amount of the loan, and that amount
is accrued to the Bank’s income until the eligibility end date (31
December 2029).

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 generation 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 generated
in the relevant item of the Profit and Loss Account. The release
of an unnecessary provision is recognised in revenues.

The provision is generated 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 acquisi-
tion 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 deprecia-
tion method. Intangible assets are depreciated using the accel-
erated or straight-line depreciation method, depending on the
date of acquisition of the intangible asset. The costs of repairs
and maintenance of tangible assets are charged directly to costs.
The technical appreciation of an individual asset item is capital-
ised and depreciated.

LEASED TANGIBLE AND INTANGIBLE ASSETS

The accounting entity has been applying the International Ac-
counting Standard IFRS 16 Leases since 1 January 2019. A con-
tract 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 payable in the Balance
Sheet, except where:

/ 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;

/ 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™;
/ 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:

/ Fixed payments, including 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);

/ The amount that the lessee must pay within the “guaranteed
residual value”;

/ A call 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

J Penalties for termination of the lease.

Subsequently, the lease liability is measured at the amortised
acquisition cost using the effective interest rate method. The
liability is divided into interest recognised at interest expense
and amortisation 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 zero.

The Bank applies an exception in the reporting of leases and
does not account for rights of use and lease payables 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
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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 rec-
ognised immediately in costs.

DEFERRED TAX

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
recognised 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 established 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 allocation 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
referred to as “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;

c) Persons controlling the Bank (see Note 15), 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.

U) 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 ac-
count 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 generation of allowances and
provisions to cover credit risk associated with banks’ clients,
liquidity and the Bank’s currency positions.

X) SUPPORT TO SMALL AND MEDIUM-SIZED
ENTERPRISES

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

PREFERENTIAL GUARANTEES FOR SMES

For the provision of guarantees, guarantee funds are estab-
lished as separate blocks of accounts in which the funds in-
vested by the sponsors of individual support programmes
are kept. One guarantee fund can serve several support pro-



grammes. From the resources of these guarantee funds, en-
terprises are provided with a contribution used to pay a part
of the guarantee price (guarantee commission) called the con-
tribution to the guarantee price (see clause 20 above) and for
a part of guarantees also a financial contribution to the guar-
anteed 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 guaran-
tees, the Bank is paid a fee for the administration of the Guaran-
tee Fund. The amount and structure of the fee is in accordance
with EU Regulation No. 1303/2013 and is specified in the rele-
vant 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
relevant 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
are 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
funds of the Operational Programme Enterprise and Innovations
for Competitiveness (hereinafter referred to as the “OP EIC”).

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 preferential loans at lower-than-market
rates and uses variously structured combinations of state funds,
funds obtained from international financial institutions or the
financial market to refinance them. For loans provided with-
out the use of structural funds and preferential regional loans
from the resources of the South Bohemian Region, state funds
represent a source for covering part or the full amount of loss-
es 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 loan programme
with the Capital City of Prague, and in 2019 the S-ENTERPRISE
loan programme with the Ministry of Labour and Social Affairs
(hereinafter referred to as the “MoLSA”), which are provided in
the form of co-financing investment loans with a zero interest
rate and a possible interest rate grant for a co-financed commer-
cial 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 EXPANSION loans 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 established as separate blocks of accounts in which funds
deposited by the sponsors of individual support programmes
and funds deposited by the Bank obtained from international fi-
nancial institutions or the financial market are kept. Interest on
loans and default interest on loans paid by the client are trans-
ferred to the relevant loan funds. Remuneration (commission)
in the amount and structure agreed with the managing author-
ity 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 established and the percentages of allowable
losses are set in the contracts with the programme sponsors.
Losses above the set limit are covered by the Bank. The amount
of allowable losses is recorded in the off-balance sheet and is
reported in the item Commitments and guarantees received.

Y) SUPPORT FOR REPAIRS OF APARTMENT
BUILDINGS

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

PREFERENTIAL GUARANTEES

Guarantees were provided by the Bank in its own name. Follow-
ing 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 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 (receivables are fully
repaid, the guarantees in question expire or guarantee receiv-
ables 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. In
2013, the balances in risk coverage accounts were transferred to
the CNB, where they are earmarked 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 provi-
sion of new guarantees was terminated 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
grants to cover interest, for a period of up to 15 years. These
grants are paid by the Bank from the State Housing Develop-
ment Fund. The State Housing Development Fund pays the
Bank the remuneration as the representative and the remuner-
ation for payment services and related banking services. The
provision of new grants was terminated in 2011 by the decision
of the programme sponsor.
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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

Bank in December 2017, fulfilling this. Out of the total frame-
work of CZK 240 million of participation of the Czech Repub-
lic. The total investment in the CEFoF as at 31 December 2023
amounted to the par value of CZK 111 million. The change in fair
value is CZK 11 million. The book value of the total investment in
the CEFoF amounted to CZK 122 million as at 31 December 2023.

Further drawing will take place gradually, on the basis of the

the Bank from the financial market. individual requirements of the CEFoF. The investment in the

CEFoF is shown in the off-balance sheet. The Bank is acting as

AA) THE BANK’S PARTICIPATION IN THE an agent in this respect.

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 Euro-
pean Investment Fund (EIF) through the Bank, agreements with
the EIF and the MIT were signed by the

BB) IMPACT OF CHANGES IN ACCOUNTING
METHODS

There was no change in accounting methods in 2023.

3. CASH ON HAND AND DEPOSITS WITH THE CENTRAL BANK

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

IN CZK MILLION 31 DECEMBER 2022
Cash on hand 0 0
Mandatory minimum provisions 3 180
Deposits with the CNB 0 100

NET BOOK VALUE 28

w
o

The mandatory minimum provisions bore interest until 4 October 2023 at the repo rate for the Czech crown, which was 7.00% p.a.
on 4 October 2023 (as at 31 December 2022: 7.00% p.a.). As of 5 October 2023, mandatory minimum provisions are not subject to
interest by the Czech National Bank.

DEPOSITS WITH CENTRAL BANKS - ALLOWANCE

IN CZK MILLION 31 DECEMBER 2022
Gross amount 3 280
Allowances 0 0
TOTAL 3 280

As at 31 December 2023 and 2022, deposits with central banks were not credit-impaired, and no significant increase in credit risk
was identified for them. Allowances 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 MILLION 31 DECEMBER 2023 31 DECEMBER 2022
Government bonds 19,457 17,041
NET BOOK VALUE 19,457 17,041

Of the net book value of government zero-coupon bonds and other securities accepted by the central bank for refinancing, the Bank
held 10.6% of bonds due within 1 year as at 31 December 2023 (31 December 2022: 12.45%).

ANNUAL REPORT OF THE NRB — 2023 — NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS IN ACCORDANCE WITH CZECH ACCOUNTING REGULATIONS AS AT 31 DECEMBER 2023

nrb,



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

IN CZK MILLION 31 DECEMBER 2022
At amortised cost (AC) 10,251 7,810
Measured at fair value through equity (FVOCI) 9,206 9,071
For trading 0 160
NET BOOK VALUE 19,457 17,041

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

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Gross amount 19,460 17,043
Allowances -3 -2
TOTAL 19,457 17,041

As at 31 December 2023 and 2022, 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. Allowances 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 allowance of CZK 3 million as at 31 December 2023 (as at 31 December 2022: CZK 3 million) is part of the
item Valuation differences in the Bank’s equity.

5. RECEIVABLES FROM BANKS

RECEIVABLES FROM BANKS BY TYPE

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Current accounts with banks 1 3
Receivables from reverse REPO operations with the CNB 2,605 3,305
NET BOOK VALUE 2,606 3,308

As at 31 December 2023 and 2022, no receivables from related parties were recorded.

CLASSIFICATION OF RECEIVABLES FROM BANKS BY VALUATION CATEGORY

All receivables from banks as at 31 December 2023 and 31 December 2022 are measured at amortised cost in accordance with IFRS 9.
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RECEIVABLES FROM BANKS BY TYPE - ALLOWANCE

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Gross amount 2,607 3,309
Allowances* - -
NET VALUE OF RECEIVABLES FROM CLIENTS 2,606 3,308

* Allowances as at 31 December 2023 in the amount of CZK 1 million (as at 31 December 2022: CZK 1 million) are generated for re-
ceivables from reverse repo operations with the CNB.

As at 31 December 2023 and 2022, receivables from banks were not credit-impaired, and no significant increase in credit risk was
identified for them. Allowances were calculated on the basis of the expected 12-month credit loss.

6. RECEIVABLES FROM CLIENTS

RECEIVABLES FROM CLIENTS BY TYPE

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Loan receivables 10,388 9,734
Ileroegli)t*—impcﬂred financial assets (Purchased or Originated Credit-Impaired; 1,546 1,289
Gross value of receivables from clients 11934 11,023
Allowance for expected losses (item 11) -602 -803
NET VALUE OF RECEIVABLES FROM CLIENTS 1,332 10,220

* This is performance under guarantees. The gross value of receivables from clients under guarantees as at 31 December 2023 was
CZK 2,001 million. The Bank’s allowance for guarantees was CZK 454 million (as at 31 December 2022: CZK 1,957 million, allowance
of CZK 668 million). The difference between the gross value of receivables from clients under guarantees and the allowance is cov-
ered by funds in the accounts of the programme sponsors, in the form of risk coverage funds (guarantees in the OPEL, INOSTART,
EXPANSION, GUARANTEE 2015-2023, COVID PRAGUE and COVID TRAVEL programmes).

As at 31 December 2023 and 2022, no receivables from related parties were recorded.

RECEIVABLES FROM CLIENTS BY VALUATION CATEGORY

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Receivables from clients at amortised cost 11,332 10,220

NET VALUE OF RECEIVABLES FROM CLIENTS 1,332 10,220




RECEIVABLES FROM CLIENTS AT AMORTISED COST ACCORDING TO THE CREDIT RISK

RATING GRADE

GRADE1 GRADE 2 GRADE 3
EXPECTED
CREDIT LOSSES EXPECTED
OVER THE LIFE CREDIT LOSSES PURCHASED
EXPECTED OF FINANCIAL OVER THE LIFE OR PROVIDED
12-MONTH ASSETS THAT ARE OF FINANCIAL FINANCIAL
31 DECEMBER 2023 CREDIT NOT CREDIT- ASSETS THAT ARE ASSETS THAT ARE
IN CZK MILLION PD LOSSES IMPAIRED CREDIT-IMPAIRED CREDIT-IMPAIRED
Rating grade
No credit rating 7 0 0 0 7
Credit rating 4 0.07 0 0 0 0 0
Credit rating 5 075 360 0 0 0 360
Credit rating 6 153 3,853 0 0 0 3,853
Credit rating X7 5.60 5162 0 0 0 5162
Credit rating 1-6 (up to X7) 9,382 (o] (o] (o] 9,382
Credit rating 7 33.23 0 0 0 0 0
Credit rating X8 5090 0 51 0 0 51
Credit rating 7 (up to X8) o] 51 0] o 51
Credit rating 8-10
(including X9) 100.00 (0] (o] 495 1,546 2,041
Gross \(alue of receivables 9,382 51 495 1,546 1934
from clients
Allowances -302 -48 -252 0 -602
Net value of receivables 9,080 463 243 1,546 11,332
rom clients
GRADE1 GRADE 2 GRADE 3
EXPECTED
CREDIT LOSSES EXPECTED
OVER THE LIFE CREDIT LOSSES PURCHASED
EXPECTED OF FINANCIAL OVER THE LIFE OR PROVIDED
12-MONTH ASSETS THAT ARE OF FINANCIAL FINANCIAL
IN CZK MILLION CREDIT NOT CREDIT- ASSETS THAT ARE ASSETS THAT ARE
31 DECEMBER 2022 PD LOSSES IMPAIRED CREDIT-IMPAIRED CREDIT-IMPAIRED
Rating grade
No credit rating 10 0 0 0 10
Credit rating 4 0.07 0 0 0 0 0
Credit rating 5 0.87 434 0 0 0 434
Credit rating 6 149 3,234 0 0 0 3,234
Credit rating X7 5.29 4965 0 0 0 4965
Credit rating 1-6 (up to X7) 8,643 0 0 (o] 8,643
Credit rating 7 30.32 0 1 0 0 1
Credit rating X8 50.79 0 481 0 0 481
Credit rating 7 (up to X8) (o] 482 (o] (0] 482
Credit rating 8-10
(including X9) 100.00 (0] (o] 609 1,289 1,898
Gross \(alue of receivables 8,643 482 609 1,289 11,023
from clients
Allowances -405 -94 -304 0 803
Net value of receivables 8,238 388 305 1,289 10,220

from clients

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

©
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CONSORTIUM LOANS

Of receivables from clients as at 31 December 2023, consortium loans amount to CZK 56 million (as at 31 December 2022: CZK 88

&)

million).

ANALYSIS OF RECEIVABLES FROM CLIENTS BY TYPE OF COLLATERAL

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

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Bank guarantees and collateral by reliable guarantors 2,040 1,759
Money collateral 1 2
Collateral as real estate mortgage 1,081 883
Other loan collateral 901 906
Not secured 791 7473
GROSS VALUE OF RECEIVABLES 11,934 11,023

SECTORAL BREAKDOWN OF RECEIVABLES FROM CLIENTS

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Government institutions 197 186
Non-financial enterprises 1,245 10,370
Other financial institutions 4 5
Households (include homeowner associations) 488 462
GROSS VALUE OF RECEIVABLES FROM CLIENTS 11,934 11,023

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

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Administrative and support service activities 140 102
Real estate activities 648 501
Transport and storage 1,526 1,612
Information and communication activities 104 82
Cultural, entertainment and recreational activities 70 71
Other activities 78 61
Finance and insurance 6 6
Professional, scientific and technical activities 592 550
Construction 1,306 1136
Mining and quarrying 21 43
Accommodation, catering and hospitality 292 247
Wholesale and retail trade 2,321 2,221
Public administration and defence 197 186
Production and distribution of electricity, gas and heat 66 88
Education 42 48
Water supply 7 106
Health and social care 270 159
Agriculture, forestry and fishing 303 254
Manufacturing industry 3,781 3,550
GROSS VALUE OF RECEIVABLES FROM CLIENTS 11,934 11,023
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BREAKDOWN OF RECEIVABLES FROM CLIENTS BY INDIVIDUAL PROGRAMMES

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Infrastructure loans 1,048 113
Loans for financing water management and municipal infrastructure 249 187
Other loans for small and medium-sized enterprises 9,072 8,405
Loans for small and start-up enterprises 19 29
Receivables from guarantees 1,546 1,289
GROSS VALUE OF RECEIVABLES FROM CLIENTS 11,934 11,023

7. SECURITIES

DEBT SECURITIES BY TYPE

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Bonds issued by lending institutions 405 408
Bonds issued by other financial institutions 0 39
Bonds issued by non-financial enterprises 136 17
NET BOOK VALUE 541 564

Of the total value of securities, securities issued by related parties amount to zero as at 31 December 2023 (as at 31 December 2022:

CZK 26 million).

Of the net book value of securities held at 31 December 2023, the Bank held 0% of bonds due within 1 year (31 December 2022:

11.43%).

DEBT SECURITIES BY VALUATION CATEGORY

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Debt securities measured at fair value through equity (FVOCI) 541 564
NET BOOK VALUE 541 564

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

DEBT SECURITIES IN FVOCI

GRADE1 GRADE 2 GRADE 3

EXPECTED CREDIT EXPECTED CREDIT

LOSSES OVER THE LIFE LOSSES OVER THE LIFE

EXPECTED OF FINANCIAL ASSETS  OF FINANCIAL ASSETS

31 DECEMBER 2023 12-MONTH CREDIT THAT ARE NOT CREDIT- THAT ARE CREDIT-
IN CZK MILLION LOSSES IMPAIRED IMPAIRED

Book value of debt securities 541 [0} 0 541

GRADE1 GRADE 2 GRADE 3

EXPECTED CREDIT EXPECTED CREDIT

LOSSES OVER THE LIFE LOSSES OVER THE LIFE

EXPECTED OF FINANCIAL ASSETS  OF FINANCIAL ASSETS

31 DECEMBER 2022 12-MONTH CREDIT THAT ARE NOT CREDIT- THAT ARE CREDIT-
CZK MILLION LOSSES IMPAIRED IMPAIRED TOTAL

Book value of debt securities 564 0 0 564

Debt securities at FVOCI are reported in the Balance Sheet at fair value. The allowance of CZK 3 million as at 31 December 2023 (as

at 31 December 2022: CZK 3 million) is part of the item Valuation differences in the Bank’s equity.
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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 MILLION 31 DECEMBER 2023 31 DECEMBER 2022
Shares issued by financial institutions 76 73
NET BOOK VALUE 76 73

SHARES, SHARE CERTIFICATES AND OTHER INTERESTS BY VALUATION CATEGORY

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Shares measured at fair value through equity (FVOCI) 76 73
NET BOOK VALUE 76 73

The Bank owns five shares of 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 those 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 a purchase price 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, with its registered office
at Premyslovska 2845/43, Zizkov, Prague 3 (until 30 April 2023: Na Florenci 1496/5, 110 00 Prague 1), in which the Bank holds 100%
of the founder’s shares. The aim of the company is to secure private funds for financing public benefit projects using capital from
responsible investors on the principle of return on the invested funds. This is the fulfilment of the objectives set out in the Memo-
randum of Cooperation for the implementation of the National Development Fund between the Czech Republic, represented by the
Ministry of Industry and Trade of the Czech Republic, and the banks Ceska spofitelna, a.s., Ceskoslovenska obchodni banka, a.s.,
Komer¢ni banka, a.s. and UniCredit Bank Czech Republic and Slovakia, a.s. and the National Development Bank.

The value of this participating interest as at 31 December 2023 and 2022 was as follows:

DIRECT SHARE

NET BOOK SHARE IN THE SHARE

VALUE ACQUISITION PREMIUM AND CAPITAL AND

INCZK PRICE PARVALUE SHARE CAPITAL CAPITALFUNDS VOTING RIGHTS

YEAR MILLION* INCZK MILLION IN CZK MILLION IN CZK MILLION IN CZK MILLION IN %
2023 10 2 2 2 37 100
2022 12 2 2 2 31 100

* An allowance of CZK 29 million was made for the participating interest as at 31 December 2023 (as at 31 December 2022: CZK 21
million).

SUMMARY FINANCIAL INFORMATION ABOUT THE NATIONAL DEVELOPMENT FUND SICAV

FINANCIAL INFORMATION OF THE AFFILIATE

IN CZK MILLION EQUITY TOTAL ASSETS REVENUES PROFIT/LOSS
AS AT 31 DECEMBER 2023 AND FOR 2023 10 12 1 -9
As at 31 December 2022 and for 2022 12 16 0] -9

In 2019, the Bank established a subsidiary, National Development Investments, with its registered office at Pfemyslovska 2845/43,
Prague 3 - Zizkov (until 30 April 2023: 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 NRB as a national promotional 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 2023 and 2022 was as follows:

DIRECT SHARE

IN THE SHARE

NET BOOK ACQUISITION OTHER EQUITY CAPITAL AND

VALUE PRICE PAR VALUE SHARE CAPITAL ITEMS  VOTING RIGHTS

YEAR INCZK MILLION IN CZKMILLION INCZK MILLION IN CZK MILLION IN CZK MILLION IN %
2023 4 2 2 2 2 o]0)
2022 4 2 2 2 2 100

SUMMARY FINANCIAL INFORMATION ABOUT THE NATIONAL DEVELOPMENT INVESTMENTS

FINANCIAL INFORMATION OF THE AFFILIATE

IN CZK MILLION EQUITY TOTAL ASSETS REVENUES PROFIT/LOSS
AS AT 31 DECEMBER 2023 AND FOR 2023 3 4 (0} 1
As at 31 December 2022 and for 2022 2 2 0 -2

PARTICIPATING INTERESTS WITH SIGNIFICANT INFLUENCE

The Bank has one affiliate, which is MUFIS a.s. (hereinafter referred to as “MUFIS”), with its registered office at Premyslovska
2845/43, Prague 3 - Zizkov (until 30 April 2023: Jeruzalémska 964/4, 110 00 Prague 1). The MIT holds a participating interest of 49%
and 2% is held by the Union of Towns and Municipalities of the Czech Republic.

THE VALUE OF THIS PARTICIPATING INTEREST AS AT 31 DECEMBER 2023 AND 2022
WAS AS FOLLOWS:

NET BOOK ACQUISITION DIRECT SHARE IN THE SHARE
VALUE PRICE PARVALUE SHARE CAPITAL CAPITAL AND VOTING RIGHTS
YEAR INCZK MILLION  IN CZK MILLION IN CZK MILLION IN CZK MILLION IN %
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2022 1 1 1 2 49

SUMMARY FINANCIAL INFORMATION ABOUT MUFIS A.S.

FINANCIAL INFORMATION OF THE AFFILIATE

IN CZK MILLION EQUITY TOTAL ASSETS REVENUES PROFIT/LOSS
AS AT 31 DECEMBER 2023 AND FOR 2023 4 4 (0] (0]
As at 31 December 2022 and for 2022 4 4 0 0

In terms of share, the Bank is the controlling entity, together with the MoF CR. 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 minimised.
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9. TANGIBLE AND INTANGIBLE FIXED ASSETS

TANGIBLE FIXED ASSETS

INVESTMENTS
IN PROGRESS
LAND AND EQUIPMENT LEASEHOLD AND
WORKS AND  ASSETS (IFRS PREPAYMENTS
IN CZK MILLION OF ART BUILDINGS FACILITIES 16) MADE
As at 1 January 2022
Acquisition cost n 336 81 17 0] 445
Accumulated depreciation 0 -249 -73 -16 0] -338
Residual value n 87 8 1 0 107
Year ending
on 31 December 2022
Initial residual value M 87 8 1 107
Acquisition 1 5
Disposals at residual value 0 0 0 0 -1 -1
Additiqns 'of occumulgtgd 0 8 4 A 0 13
depreciation (depreciation)
Final residual value n 79 5 0 3 98
As at 31 December 2022
Acquisition cost M 336 70 0 3 420
Accumulated depreciation 0 -257 -65 0 -322
Residual value n 79 5 3 98
INVESTMENTS
IN PROGRESS
LAND AND EQUIPMENT LEASEHOLD AND
WORKS AND  ASSETS (IFRS PREPAYMENTS
IN CZK MILLION OF ART BUILDINGS FACILITIES 16) MADE
Year ended
on 31 December 2023
Initial residual value M 79 5 0 3 98
Acquisition 0 1 7 169 14 201
Disposals at residual value -1 -5 0 0 =17 -23
Additiqns 'of occumulgtgd 0 -8 5 10 0 23
depreciation (depreciation)
Final residual value 10 67 17 159 0 253
As at 31 December 2023
Acquisition cost 10 305 57 169 0 541
Accumulated depreciation 0 -238 -40 -10 0 -288
Residual value 10 67 17 159 (0] 253




INTANGIBLE FIXED ASSETS

)

10. OTHER ASSETS, DEFERRED COSTS AND ACCRUED INCOME

OTHER ASSETS

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

INVESTMENTS o
IN PROGRESS S
OTHER AND ~
INTANGIBLE PREPAYMENTS &
IN CZK MILLION SOFTWARE ASSETS MADE g
[*1}

As at 1 January 2022 Lg)
Acquisition cost 337 14 12 363 =
[
Accumulated depreciation -281 -13 0 -294 :E
<

Residual value 56 1 12 69 4]
Year ending on 31 December 2022 (,—3
<

Initial residual value 56 1 12 69 5
Q
Acquisition 23 0 26 49 &
Q

Disposals at residual value 0 0 -24 -24 %
. - z
Addltlor'\s Qf accumulated depreciation _32 0 0 _32 8
(depreciation) 9
Final residual value 47 1 14 62 g
T

As at 31 December 2022 f.’:‘);
Acquisition cost 360 14 14 388 g
e
Accumulated depreciation =313 -13 0 -326 =
[¥1}

Residual value 47 1 14 62 e
3

4

o
INVESTMENTS 3]
IN PROGRESS <
OTHER AND =
INTANGIBLE PREPAYMENTS E
IN CZK MILLION SOFTWARE ASSETS MADE g
Year ended on 31 December 2023 E
'—

Initial residual value 47 1 14 62 Y
<
Acquisition 6 0 36 42 (;)
Disposals at residual value 0 0] -8 -8 2
[T

Addltlorjs Qf accumulated depreciation _32 A 0 33 a
(depreciation) B
[a)

Final residual value 21 (0] 42 63 g
As at 31 December 2023 g
Acquisition cost 366 14 42 422 e
5
Accumulated depreciation -345 -14 0 -359 w
s

Residual value 21 (0] 42 63 9
i

o

=z

|

™

N

o

N

|

om

z

Deferred tax receivables 121 187 =
=

Other receivables 36 33 )
Gross value of other assets 157 220 %
Allowances (item 11) 3 12 L
TOTAL 144 208 <
zZ

=

<

Other receivables include receivables from related parties amounting to CZK 2 million as at 31 December 2023 (as at 31 December
2022: CZK 3 million).
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DEFERRED COSTS AND ACCRUED INCOME

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Accrued expenses 7 6
Accrued income n 75
Gross value 18 81
Allowances (item 11) 0 0
TOTAL 18 81

Of the total value of accrued income, accrued income from related parties amounts to CZK 8 million as at 31 December 2023 (as at
31 December 2022: CZK 73 million).

11. ALLOWANCES, PROVISIONS AND DEPRECIATION OF ASSETS

The Bank reported the following provisions and allowances:

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Provisions

Provisions for guarantees provided (item 16) 3,641 3,563
Provisions for loan commitments (item 16) 50 177
Provisions for lines of credit (item 16) 8 8
Other provisions 33 40
Total 3,732 3,788
Allowances

Receivables from central banks (item 3) 0 0
Receivables from banks (item 5) 1 1
Receivables from clients (item 6) 602 803
Securities at amortised cost (item 4) 3 2
Allowances for participating interests with decisive influence (item 8) 29 21
Other assets, deferred costs and accrued income (item 10) 13 12
Total 648 839

The change in other provisions can be analysed as follows:

CRISIS RESOLUTION DEPOSITINSURANCE = OTHER PROVISIONS

IN CZK MILLION FUND PROVISION FUND PROVISION IN TOTAL
As at 1 January 2022 19 0 19
Net generation/dissolution 53 1 54
Application -32 -1 -33
As at 31 December 2022 40 0 40
Net generation/dissolution 26 1 27
Application -33 -1 -34
AS AT 31 DECEMBER 2023 33 (o} 33

The table for other provisions includes the following items:

/ In 2023 and 2022, the net generation of a provision for corporate income tax was zero. As at 31 December 2023 and 31 December
2022, the Bank did not incur any tax liability;

J Generation of a provision for the annual contribution to the Crisis Resolution Fund in the amount of CZK 33 million (as at 31 De-
cember 2022: CZK 53 million). At the same time as the payment to the Crisis Resolution Fund, a provision of CZK 33 million was
used (in 2022: CZK 32 million). Release of a provision for the annual contribution to the Crisis Resolution Fund for non-necessity
in the amount of CZK 7 million (as at 31 December 2022: CZK O million). The provision of CZK 33 million will be used to pay the
contribution in 2024, depending on the actual amount of the contribution set by the CNB.



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 MILLION (GRADE 1) (GRADE 2) (GRADE 3) TOTAL
Balance as at 1 January 2022 1,387 1,680 144 3.21
Conversion from 12-month ECL (Grade 1) -1,346 1,322 24 0
Conversion from lifetime ECL for

non-credit-impaired financial assets 183 -189 6 0
(Grade 2)

Conversion from lifetime ECL for

non-credit-impaired financial assets 2 6 -8 0
(Grade 3)

Newly provided or purchased financial 830 0 0 830
assets

Derecognition of financial assets -299 -267 -124 -690
Depreciation 0] 0 0 0
Revaluations and changes in models/risk 306 156 62 212
parameters

Balance as at 31 December 2022 1,063 2,395 105 3,563
Conversion from 12-month ECL (Grade 1) -477 445 32 0
Conversion from lifetime ECL for

non-credit-impaired financial assets 46 -84 38 0
(Grade 2)

Conversion from lifetime ECL for

non-credit-impaired financial assets 2 6 -8 0
(Grade 3)

Newly provided or purchased financial

assets 526 0 0 526
Derecognition of financial assets -266 -436 =177 -879
Depreciation 0 0 0 0
Revaluations and changes in models/risk 201 31 109 431

parameters

BALANCE AS AT 31 DECEMBER 2023

)
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LOAN COMMITMENTS AND LINES OF CREDIT

LIFETIME ECL
FOR NON- LIFETIME ECL FOR
CREDIT-IMPAIRED CREDIT-IMPAIRED
12-MONTHECL  FINANCIAL ASSETS  FINANCIAL ASSETS
IN CZK MILLION (GRADE 1) (GRADE 2) (GRADE 3)
Balance as at 1 January 2022 76 8 9 93
Conversion from 12-month ECL (Grade 1) -5 5 0 0
Conversion from lifetime ECL for
non-credit-impaired financial assets o] 4 -4 0
(Grade 3)
Newly provided or purchased financial 166 0 0 166
assets
Derecognition of financial assets -66 -1 -9 -86
Revaluations and changes in models/risk 5 3 4 12
parameters
Balance as at 31 December 2022 176 0 185
Conversion from 12-month ECL (Grade 1) 0] 0 0
Conversion from lifetime ECL for
non-credit-impaired financial assets 0 0 0 0
(Grade 3)
Newly provided or purchased financial
assete 58 0 0 58
Derecognition of financial assets =176 -13 -5 -194
Revaluations and changes in models/risk 0 4 5 9
parameters
BALANCE AS AT 31 DECEMBER 2023 58 (0] (0] 58



RECONCILIATION OF OPENING AND CLOSING ALLOWANCE BALANCES

RECEIVABLES FROM CLIENTS

IN CZK MILLION

12-MONTH ECL

LIFETIME ECL
FOR NON-
CREDIT-IMPAIRED

FINANCIAL ASSETS

LIFETIME ECL FOR
CREDIT-IMPAIRED

FINANCIAL ASSETS

(GRADE 1) (GRADE 2) (GRADE 3) + POCI
Balance as at 1 January 2022 300 303 388 991
Conversion from 12-month ECL (Grade 1) -162 93 69 0
Conversion from lifetime ECL for
non-credit-impaired financial assets 8 -42 34 0
(Grade 2)
Conversion from lifetime ECL for
non-credit-impaired financial assets 0] 40 -40 0
(Grade 3)
Newly provided or purchased financial 98 0 0 o8
assets
Derecognition of financial assets -7 -20 -9 -36
Depreciation 0] 0 -163 -163
Income from previously written-off 0 0 ] ]
receivables
Revaluations and changes in models/risk 168 280 24 _88
parameters
Balance as at 31 December 2022 405 94 304 803
Conversion from 12-month ECL (Grade 1) 75 17 58 0
Conversion from lifetime ECL for
non-credit-impaired financial assets 5 -32 27 0
(Grade 2)
Conversion from lifetime ECL for
non-credit-impaired financial assets 0] 10 -10 0
(Grade 3)
Newly provided or purchased financial 76 0 0 76
assets
Derecognition of financial assets -2 -4 -5 -1
Depreciation 0] 0 -102 -102
Income from previously written-off ) 0 ] ]
receivables
Revaluations and changes in models/risk 107 _37 2 165
parameters
BALANCE AS AT 31 DECEMBER 2023 302 48 252 602

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 MILLION

Receivables from clients

TOTAL

2022
2 18
2 18

@)
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SECURITIES
LIFETIME ECL
FOR NON- LIFETIME ECL FOR
CREDIT-IMPAIRED CREDIT-IMPAIRED
12-MONTHECL  FINANCIAL ASSETS  FINANCIAL ASSETS
IN CZK MILLION (GRADE 1) (GRADE 2) (GRADE 3)
Balance as at 1 January 2022 2 (o] 0 2
Newly provided or purchased financial 1 0 0 1
assets
Derecognition of financial assets -1 0 0 -1
Balance as at 31 December 2022 2 2
Newly provided or purchased financial 1 0 0 1
assets
Derecognition of financial assets 0 0 0
BALANCE AS AT 31 DECEMBER 2023 (0] 0
OTHER FINANCIAL ASSETS
LIFETIME ECL
FOR NON- LIFETIME ECL FOR
CREDIT-IMPAIRED CREDIT-IMPAIRED
12-MONTHECL  FINANCIAL ASSETS  FINANCIAL ASSETS
IN CZK MILLION (GRADE 1) (GRADE 2) (GRADE 3)
Balance as at 1 January 2021 2 (0] 13 15
Newly provided or purchased financial 79 0 0 29
assets
Derecognition of financial assets -30 0 -1 =31
Depreciation 0] -1 -1
Revaluations and changes 0 0 ] ]
in models/risk parameters
Balance as at 31 December 2022 1 (o] 12 13
Newly provided or purchased financial 30 0 0 32
assets
Derecognition of financial assets -32 0 -32
Depreciation 0 -2 -2
Revaluations and changes 0 0 3 3
in models/risk parameters
BALANCE AS AT 31 DECEMBER 2023 1 (0] 13 14



OVERVIEW OF THE BALANCE OF ALLOWANCES

31 DECEMBER 2023

IFRS 9 OTHER
IN CZK MILLION IMPAIRMENT RECEIVABLES FINANCIAL
BANK'S RATING GRADE GRADE FROM CLIENTS SECURITIES ASSETS
Credit rating 1-6 (up to X7) Grade 1 302 3 1 306
Credit rating 7 (up to X8) Grade 2 48 0 0 48
Credit rating 8-10 (inc!uding X9) and Grode 3 252 0 13 265
credit-impaired financial assets
TOTAL 602 3

31 DECEMBER 2023

Credit rating 1-6 (up to X7) Grade 1 405 2 1 408
Credit rating 7 (up to X8) Grade 2 94 0 0 94
Credit rating 8—1Q (inc!uding X9) and Grade 3 304 0 12 316
credit-impaired financial assets
TOTAL 803 2 13 818

RECONCILIATION OF THE GENERATION, RELEASE AND USE OF ALLOWANCES AND PROVISIONS

IN CZK MILLION m 2022
Revenues from previously written-off receivables 1 1
TOTAL 1 1
Net generation of allowances for financial assets 270 226
Use of allowances 143 158
Depreciation of receivables -143 -158
Net generation of provisions for financial assets 49 -444
TOTAL 319 -218

12. PAYABLES TO BANKS

IN CZK MILLION

31 DECEMBER 2023 31 DECEMBER 2022

Loans received from development banks* 138 122
Deposits received from banks 15 39
Other payables to banks 2 0
TOTAL 155 161

* Development banks are: the European Investment Bank (EIB) and the Council of Europe Development Bank (CEB).

As at 31 December 2023 and 2022, no payables to related parties were recorded.

13. PAYABLES TO CLIENTS

IN CZK MILLION 31 DECEMBER 2022
Payables to government institutions 22,519 20,827
Payables to financial institutions 2109 2,443
Payables to non-financial enterprises 18 161
Payables to households (including homeowner associations) 2 2
TOTAL 24,648 23,433
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Of the total amount of payables to clients, payables to related parties as at 31 December 2023: CZK 22,011 million (as at 31 December
2022: CZK 20,286 million). Bank management believes that these deposits were accepted on substantially normal terms and interest
rates and these deposits do not exhibit different liquidity risk or other adverse factors.

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

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Funds of sponsors from closed programme support 15,018 13,351

Guarantee risk coverage accounts 8,191 8,076

FUNDS OF SPONSORS FROM CLOSED PROGRAMME SUPPORT

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Funds of sponsors from closed programme support 15,018 13,351
Of which:

OP EIC loans - EXPANSIONS 9,754 10,352
OP EIC loans — ENERGY SAVINGS 690 388
ENERG loans 126 127
COVID working capital loans 335 48
TRANSITION loans 530 0
OP TAC loans — ENERGY SAVINGS 156 0
OP EIC guarantees - EXPANSIONS 419 =21

GUARANTEE RISK COVERAGE FUNDS

IN CZK MILLION 31 DECEMBER 2022 31 DECEMBER 2023

Guarantee risk coverage accounts 8,191 8,076
Of which:

COVID Il guarantees 3,308 3421
EXPANSIONS-guarantees 2916 2954
COVID PRAGUE guarantees 382 382
COVID TRAVEL guarantees 104 258
PANEL and NEW PANEL guarantees 682 682

OTHER LIABILITIES, ACCRUED REVENUES AND DEFERRED EXPENSES

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Negative fair value of currency derivatives (clause 24c) 2 7
Lease payables 147 0
Payables to suppliers 20 18
Payables to employees 27 21
Bank’s social security and health insurance payables 7 6
Settlement with the state budget 4

Estimated liabilities 8 6
TOTAL 215 61

As at 31 December 2023 and 2022, there were no payables to related parties recorded in other liabilities.



ACCRUED REVENUES AND DEFERRED EXPENSES

IN CZK MILLION 31 DECEMBER 2022
Accrued revenues 7 20
Of which: accrued guarantee management fees 7 20
Deferred expenses * 77 72
TOTAL 94 92

* The item Deferred expenses includes an estimate for employee remuneration including social security and health insurance pay-

ments as at 31 December 2023: CZK 64 million (as at 31 December 2022: CZK 60 million).

Of the total amount of accrued revenues and deferred expenses, revenues from and expenses to related parties as at 31 December

2023 are CZK 22 million (as at 31 December 2022: CZK 10 million).

LEASE PAYABLES

CZK MILLION 31 DECEMBER 2022
Up to 1year 26 0
More than 1year but a maximum of 5 years 72 0
Over 5 years 71 0

Total undiscounted lease payables 169 0

Lease payables after taking into account the discount 147 0
Up to 1year 22 0
Over 1year 125 0

The discount rate for lease payables ranged from 2.6% to 4.49% p.a.

15. EQUITY AND PROFIT DISTRIBUTION

SHARE CAPITAL

31 DECEMBER 2023 31 DECEMBER 2022

NUMBER OF VALUE NUMBER OF VALUE

PAR VALUE OF 1 SHARES (IN CzK SHARES (IN CzK

SHARE (CZK) (PCS) MILLION) (PCS) MILLION)

Paid-up registered capital 239,500 10,988 2,632 10,988 2,632
Total share 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 share capital can be analysed as follows:

2023 2022

SHAREHOLDER/SHARE IN THE SHARE CAPITAL % %
Czech Republic 100.00 100.00
Total 100.00 100.00
Registration of shares of the Czech Republic in the Central Securities 2023 2022
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
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SHARES IN PROFIT
In 2023 and 2022, the Bank did not pay out any shares in profit.

PROFIT DISTRIBUTION
The net profit for 2022 was distributed and the profit for 2023 is proposed to be distributed as follows:

Allocation to the social fund 20 16
Other funds generated from profit 0 0
Transfer to retained earnings 906 279
NET PROFIT 926 295

VALUATION DIFFERENCES

IN CZK MILLION m 2022
Initial balance -702 -420
Items that will not be reclassified to the Profit and Loss Account
Change in valuation differences (equity instruments)
Net change in fair value 2 21
Tox effect 0 0
Subtotal 2 21
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 400 -361
Net (profit) or loss transferred to the Profit and Loss Account 3 -7
Tax effect (item 22) -68 66
Subtotal 335 -302
Change in allowances for debt securities in FVOCI (o] -1
Net change in valuation differences 335 -303
VALUE OF VALUATION DIFFERENCES -365 702

16. OFF-BALANCE SHEET ITEMS

FINANCIAL GUARANTEES, LOAN 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 MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Financial guarantees provided 48,762 57965
Loan commitments provided 226 1,233
Lines of credit provided 1100 1100
Provision for off-balance sheet liabilities (item 11) -3,699 -3748
TOTAL NET VALUE 46,389 56,550

As at 31 December 2023, lines of credit provided to related parties in the amount of CZK 300 million were recorded (as at 31 Decem-
ber 2022: CZK 300 million) in the form of an undrawn loan limit.

The Bank’s management believes that as at 31 December 2023 and 2022, there are no liabilities arising from the performance of
fiduciary duties.



SECTORAL BREAKDOWN OF FINANCIAL GUARANTEES

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Lending institutions™ 1927 14,164
Other financial institutions 30 108
Non-financial enterprises 34,767 41,272
Households 2,038 2,421
GROSS VALUE OF FINANCIAL GUARANTEES 48,762 57,965

* The value is the amount of the maximum possible liability to individual lending institutions under the Portfolio Guarantee Agree-
ment between the NRB and the respective lending institutions.

COVER FOR FINANCIAL GUARANTEES PROVIDED

The financial guarantees provided are covered by the risk coverage funds on the earmarked 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 programmes, or by provisions generated from the Bank’s own resources under the 2012-2014
National Programme. The financial guarantees provided since 2015 under the 2015-2023 National Programme are covered by the
provisions generated from the Bank’s own resources, the risk coverage fund and the counter-guarantee of the European Investment
Fund (EIF) COSME. The guarantees to lending 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 MIT to pay the
required guarantee amounts to the NRB before any disbursement to the lending institutions.

ANALYSIS OF FINANCIAL GUARANTEES BY TYPE OF COLLATERAL

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Cash collateral (risk coverage funds) 8,191 8,076
Guarantees received from the EIF 704 578
Guarantees received under COVID Il 11944 14,220
Not secured 4,072 4,248
Not secured (exposure under guarantees without performance risk) 23,851 30,843
GROSS VALUE OF FINANCIAL GUARANTEES 48,762 57,965

SECTORAL BREAKDOWN OF LOAN COMMITMENTS AND LINES OF CREDIT

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Government institutions 350 349
Other financial institutions 200 200
Non-financial enterprises 774 1,749
Households 2 35
GROSS VALUE OF LOAN COMMITMENTS AND LINES OF CREDIT 1,326 2,333
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FINANCIAL GUARANTEES RECEIVED

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Government institutions * 14,006 15999
Other financial institutions 704 578
Non-financial enterprises 57 48
Households 1 1
GROSS VALUE OF FINANCIAL GUARANTEES 14,768 16,626

* The value of guarantees received from government institutions includes the COVID III financial guarantee of CZK 11,559 million (as
at 31 December 2022: CZK 13,829 million) and the COVID INVEST financial guarantee of CZK 385 million (as at 31 December 2022:
CZK 391 million) towards lending institutions.

As at 31 December 2023, guarantees received from related parties amounting to CZK 13,956 million were recorded (as at 31 Decem-
ber 2022: CZK 15,951 million).

LOAN COMMITMENTS RECEIVED

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Lending institutions 6,168 6,206
GROSS VALUE OF LOAN COMMITMENTS 6,168 6,206

PLEDGES AND COLLATERAL RECEIVED

The total value of received pledges and collateral as at 31 December 2023 in the amount of CZK 6,458 million (as at 31 December
2022: CZK 7,003 million) also includes collateral received for securing loan exposures as at 31 December 2023 in the amount of CZK
3,913 million (as at 31 December 2022: CZK 3,765 million).

Of the total value of pledges received, pledges received from related parties as at 31 December 2023 amount to CZK 682 million
(as at 31 December 2022: CZK 682 million).

COLLATERAL RECEIVED AND PROVIDED IN REPO TRADES

CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Loans granted in reverse repo operations 2,606 3,306

Collateral received at fair value 2,545 3,238

The Bank exclusively uses bonds and other interest-bearing securities in repo operations and reverse repo operations and opera-
tions 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.

VALUES TAKEN INTO ESCROW, ADMINISTRATION AND STORAGE

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

Assets managed in the Central Securities Depository

Czech Export Bank 763 1,828
Ministry of Industry and Trade™ 2,316 2,300
Ministry of Regional Development™ 882 882
National Development Investments 131 71
Other values taken into escrow 623 640
TOTAL 4,715 5,721

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

Of the total amount of other values taken into escrow, the Bank records the amount of CZK 122 million from related parties as at 31
December 2023 (as at 31 December 2022: CZK 107 million).



17. NET INTEREST INCOME

Interest on interbank transactions 572 500
Interest on loans to clients 51 40
Interest on loans to government institutions 3 9
Interest on bonds 661 541
Total interest income 1,287 1,090
Interest expense on short sales of debt securities 0 1
Interest on interbank transactions 189 180
Interest on deposits and loans from clients 297 126
Interest on deposits from government institutions 70 145
Total interest expense 556 452
NET INTEREST INCOME 731 639

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

N CZRMILION T am 022

Financial assets measured at amortised cost 790 672
Financial assets in FVOCI 491 412
Financial assets other than financial assets in FTVPL 1,281 1,084
Financial liabilities measured at amortised cost 556 452

In accordance with the applicable accounting procedures, only the penalty interest actually paid is transferred from the recorded
penalty interest on non-performing loans to revenues. Recorded unpaid penalty interest in the amount of CZK 386 million (2022:
CZK 430 million) was not accrued to revenues.

18. FEE AND COMMISSION REVENUES AND COSTS

Fees and commissions from guarantees 296 297
Fees and commissions from lending activities 126 108
Fees and commissions from payments 9 19
Fees and commissions from securities transactions * 0 0
Total revenues from fees and commissions 431 424
Fees and commissions on securities transactions 3 3
Total costs of fees and commissions 3 3
NET REVENUES FROM FEES AND COMMISSIONS 428 421

* Fees and commissions from securities operations for 2023 in the amount of CZK 31,000 (2022: CZK 31,000) serve as the basis for
the calculation of the contribution to the Investment Firms’ Guarantee Fund (see clause 20).

)
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19. NET PROFIT/(LOSS) FROM FINANCIAL OPERATIONS

®

Profit and loss from securities 14 -14
— Debt securities at amortised cost 6 0
- Debt securities in FVOCI 3 -6

- Amounts transferred from comprehensive income 3 -7

- Net generation of allowances 0 1
- Change in fair value of trading securities 5 -7
- Change in fair value of securities charged to costs or revenues 0 0
- Short sales of securities 0 -1
Profit/loss from financial assets mandatorily recognised at fair value 0 0
Profit/loss from trading derivatives -3 -14
Profit/loss from foreign exchange operations -3 9
TOTAL 8 -19

20. OTHER OPERATIONAL COSTS

Of the total amount of other operational costs, the contribution paid in 2023 to:

J The Crisis Resolution Fund is CZK 33 million (in 2022: CZK 32 million). Simultaneously with the payment, the provision gener-
ated in the amount of CZK 33 million was used (clause 11);

J The Deposit Insurance Fund is CZK 0.5 million (in 2022: CZK 1 million). Simultaneously with the payment, the provision created
in the amount of CZK 0.5 million was used (clause 11);

/ The Investment Firms’ Guarantee Fund is CZK 0.01 million (2022: CZK 0.01 million).

In addition, there is non-applied input VAT on rent charged in accordance with IFRS 16 in the amount of CZK 5 million (in 2022:
CZK O million).

21. ADMINISTRATIVE COSTS

IN CZK MILLION | 2023] 2022

Remuneration of management and supervisory bodies* 19 16
Management wages and salaries * 45 47
Wages and salaries of other employees 189 164
Social security and health insurance 85 76
Other staff costs 12 10
Audit, legal and tax advice 31 21
Other administrative costs 93 79
TOTAL 474 413

* Part of the remuneration has a deferred payment.

EMPLOYEE STATISTICS
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Average number of members of the Supervisory Board 6 5
Average number of members of the Audit Committee 3 3
Average number of members of the Board of Directors 3 3
Average number of management members 22 25
Average number of other employees 228 217

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

nrb,



COST OF REMUNERATION PAID TO THE STATUTORY AUDITOR ON AN ACCRUAL BASIS
EXCLUSIVE OF VAT

Mandatory audit of financial statements 3.0 1.6
Tax consultation 0.6 04
Other audit services 1.3 07
TOTAL 49 27

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 (2022: 0.2 million).

22. INCOME TAX

Profit before tax 924 292
Non-taxable revenues -2,188 -1,815
Non-deductible costs 1122 1,529
Other items reducing/increasing the tax base -1 -6
Tax base -143 o
Corporate income tax payable (19%) 0 0
Income tax - deferred (21%) 2 4
Adjustment of income tax from previous years 0 0
Total income tax 2 4

DEFERRED TAX

The recorded deferred tax can be analysed as follows:

IN CZK MILLION 31 DECEMBER 2023 31 DECEMBER 2022

Other provisions and allowances 23 22
The difference between the book value and the tax base of an asset 0 0
Tax effect of revaluation of securities to fair value in equity 98 165
Total deferred taxes 121 187
Deferred tax status as of 1 January 187 17
Movement through the Profit and Loss Account 2 4
Movement through equity -68 66
DEFERRED TAX STATUS AS AT 31 DECEMBER 121 187

The tax loss balance as at 31 December 2023 is CZK 173 million, of which CZK 33 million is attributable to 2020 and CZK 140 million
to 2023. The Bank does not expect it to be applied.

®)
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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:

DETER- FVOCI - FVOCI -
31 DECEMBER 2023 MINED DEBT EQUITY AMORTISED
IN CZK MILLION NOTE INFVTPL INSTRUMENTS INSTRUMENTS COST pmieay.\s
Cash on hand and deposits with 3 0 0 0 3 3

central banks

Government zero-coupon bonds
and other securities accepted by the 4 0 9,206 0 10,251 19,457
central bank for refinancing

Receivables from banks 5 0 0 0] 2,606 2,606

Receivables from clients 0] 0 0 11,332 11,332

Debt securities 7 0 541 0 0] 541

Shores, share certificates and other 8 0 0 76 0 76

interests

Participating interests with significant

influence 8 0 0 0 L !

F’orticipating interests with decisive 8 0 0 0 14 14

influence

Other assets 10 0 0 0] n M

TOTAL FINANCIAL ASSETS 0 9,747 76 24,218 34,041
DETER- FVOCI - FVOCI -

31 DECEMBER 2022 MINED DEBT EQUITY AMORTISED

IN CZK MILLION NOTE INFVTPL INSTRUMENTS INSTRUMENTS COST pmieay.\s

Cash on hand and deposits with 3 0 0 0 280 280

central banks

Government zero-coupon bonds
and other securities accepted by the 4 160 9,071 0 7,810 17,041
central bank for refinancing
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Receivables from banks 5 0 0 0 3,308 3,308
Receivables from clients 6 0 0 0 10,220 10,220
Debt securities 7 0 564 0] 0 564
$hares, share certificates and other 8 0 0 73 0 73
interests
Participating interests with significant
influence 8 0 0 0 ! !
Participating interests with decisive
influence 8 0 0 0 16 16
Other assets 10 0 0 0] 76 76
TOTAL FINANCIAL ASSETS 160 9,635 73 2771 31,579
MANDA- DETER- FVOCI - FVOCI -
31 DECEMBER 2023 TORY MINED DEBT EQUITY AMORTISED
IN CZK MILLION NOTE INFVTPL INFVTPL INSTRUMENTS INSTRUMENTS COST Bayfeay\»
Payables to banks 12 0 0 0 0 155 155
Payables to clients 13 0 0 0 0 24,648 24,648
Other liabilities and deferred 14 0 5 0 0 77 79
expenses
TOTAL FINANCIAL LIABILITIES 0 2 (0] 0 24,880 24,882
DETER-
MANDA- MINED FVOCI - FVOCI -
31 DECEMBER 2022 TORY INFVT- DEBT EQUITY AMORTISED
IN CZK MILLION NOTE INFVTPL PL INSTRUMENTS INSTRUMENTS COST Buieay-\s
Payables to banks 12 0 0 0 0 161 161
Payables to clients 13 0 0 0 0] 23,433 23,433
Other liabilities and deferred 14 0 7 0 0 72 79
expenses
TOTAL FINANCIAL LIABILITIES (0] 7 (0] 0 23,666 23,673
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24. INFORMATION ON RISK MANAGEMENT
AND FINANCIAL INSTRUMENTS

A) CREDIT RISK

CREDIT RATING OF THE DEBTOR

In the case of small and medium-sized enterprises, as well as in
that of municipalities, water management companies, housing
cooperatives, associations of housing unit owners and non-profit
organisations, the credit rating is performed in accordance with
the Bank’s internal regulations and is based on the client’s cred-
itworthiness assessment resulting from economic and non-eco-
nomic analysis. Non-economic evaluation includes analysis of
external and internal factors that affect the client’s activities. The
economic evaluation is based on a financial analysis performed
on the basis of economic indicators and additional information.
The creditworthiness assessment is performed for each credit
risk transaction at the initial assessment and the credit risk as-
sessment is performed regularly throughout the duration of the
loan transaction, usually at regular quarterly intervals. As part of
its regular credit risk assessment, the Bank focuses mainly on in-
formation on payment 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 rating of a debtor, the Bank uses its own in-
ternally developed rating tool, which is based on the principle
of the synthesis of economic and non-economic information
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 rel-
evant risk category. The credit risk in a specific case is regulated
by setting contractual terms, including trade collateral.

The Bank determines the riskiness of individual clients in
the segment of small and medium-sized enterprises on the ba-
sis of an analysis of the client’s financial situation and evalua-
tion of non-economic aspects (e.g., management experience,
management qualifications, market position). The Bank gener-
ally classifies clients into 10 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 the counterparties and issuers.

PORTFOLIO CREDIT RISK MEASUREMENT

The Bank analyses the loss of products in individual years and
determines the rate of actual losses on portfolios closed in in-
dividual years.

The Bank monitors the loss-making of its guarantee and
loan 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 loans, loans to small
and medium-sized enterprises and individual guarantees to
small and medium-sized enterprises.

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 loan exposures over time. The Bank collects per-
formance and default information about its loan and guar-
antee 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 expo-
sures (time structure) and to determine their expected chang-
es 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 significant increase in credit risk to be a situation
in which the client is in default for more than 30 days or infor-
mation on the development of the client’s performance indi-
cates that the credit risk has deteriorated. 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 the case of default.

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

Market information:

/ 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
their debt liabilities,

/ Significant negative information from the market,

\

The sector is facing structural competitive challenges,

J The sector is facing serious challenges related to environ-
mental protection, public health, etc.,

/ Substantial change in the legal regulation of the sector,

/ Entry of a strong new competitor.

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

J The sector is facing serious challenges related to environ-
mental protection, public health, etc.,

/ Substantial change in the legal regulation of the sector,

/ Entry of a strong new competitor.

@
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Transaction behaviour:

J Material fines from the tax or other authorities or investiga-
tions for tax evasion or similar,

/ Disruption, interruption or cessation of business,

/ Major new litigation.

Quality and checking of collateral:

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

J Negative change in the status and enforceability of the col-
lateral, e.g.:

- A significant insured event on a key loan 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 without incur-
ring 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, based on analy-
sis and/or other information about the client, that the client is
unlikely to repay in full its loan obligations to the Bank without
taking specific action such as application of collateral.

For the purposes of calculating expected losses, the Bank di-
vides exposures into three levels. Level 1 and Level 2 are loans and
guarantees without default. In Level 2, there are loans and guar-
antees for which a significant increase in the credit risk has been
recorded since their inception. In addition to loans and guaran-
tees with default, purchased or originated credit-impaired finan-
cial assets (POCI) are also recorded in Level 3. The Bank classifies
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);
J Risk coverage funds;

J 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).
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 statisti-
cal 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 counter-
parties. If a counterparty or exposure is shifted between rating
grades, this leads to a change in the estimate of the relevant PD.

LGD represents the amount of probable loss if a default oc-
curs. The Bank estimates LGD parameters on the basis of the
historical recovery yield from debtors in default. LGD models
take into account collateral, subordination of receivables, coun-
terparty 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, ex-
cept for exposures in the SME segment, where the EIR is O. The
reason for this procedure is the fact that the Bank provides pref-
erential guarantees and loans to clients at a zero rate, which
corresponds to the standard market conditions of development
and guarantee institutions.

The EAD represents the expected loan exposure at the time
of default. The Bank determines the EAD on the basis of the
current exposure to the given counterparty and possible chang-
es in the current exposure on the basis of a contract concluded
with the counterparty, including regular and early repayments.

The EAD of a financial asset is its gross book value. For loan
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 draw-
downs 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 statistical methods.

The Bank applies the FLI parameter to the PD and LGD values.

For the purpose of estimating the future evolution of the
PD value through the FLI parameter, several approaches are
used by the Bank, which are then combined according to ex-
pertly determined weights representing the influence of each
estimate on the resulting value. Specifically, the following ap-
proaches are combined:

J Statistical approach based on the estimation of a statistical
model that predicts the future evolution of the default rate
of the NRB portfolio using the macroeconomic forecast of
the MoF CR, weight of 50%,

J Statistical approach with an optimistic scenario based
on the statistical approach, where the macroeconomic fore-
cast of the MoF CR is adjusted in an optimistic direction,
weight of 15%,

J Statistical approach with a negative scenario based on the
statistical approach, where the macroeconomic forecast of the
MOoF CR is adjusted in a negative direction, weight of 15%,

- The positive and negative scenarios are based on the mac-
roeconomic forecast of the MoF CR, which is adjusted for
the purposes of the scenarios as follows:

e Variables representing the relative or absolute change
in a macroeconomic variable (i.e., variables that do not
“accumulate” over multiple periods, e.g., quarterly GDP
change) are adjusted by adding/subtracting the product
of the standard deviation from the available historical fig-
ure 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 ad-
justed by adding/subtracting the product of the standard
deviation of the change in the variable over the corre-
sponding future horizon (e.g. for a horizon of 1 year, the



standard deviation of the annual changes in the variable
is used), determined on the basis of the available histori-
cal figure of the variable.

/ Approach based on the CNB forecast stemming from the
CNB baseline scenario according to the Financial Stability
Report, weight of 20%:

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

- The Financial Stability Report is issued once a year (usual-
ly in June) with data up-to-date as at 31 March of that year.
The 12-month default rates on bank loans to non-financial
enterprises are captured there:

« always for the last year and predictions for the next 3 years,
« in some years, a quarterly forecast is added.

- The use of the approach based on the CNB forecast 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 enterprises and the
default rate observed in the NRB portfolio.

/ Expert approach capturing influences that are not captured
in the MoF CR or CNB forecast or that may invalidate the rela-
tionships used in the statistical approach, weight of 0%.

Due to the insufficient number of historical defaults for robust
statistical estimation of the dependence of LGD on macroeco-
nomic variables, the prediction of future LGD via FLI parame-
ters is based on a combination of two approaches:

/ Estimate based on the CNB forecast stemming from the
CNB baseline scenario according to the Financial Stability
Report, weight of 50%:

- the Financial Stability Report contains the expected evolu-
tion of the loss given default (LGD) for non-financial condi-
tions for the next 3 years,

- Specifically, it is assumed that the reported LGD value cor-
responds to the LGD observed in the middle of the year;
for the other quarters the LGD is calculated using linear
interpolation.

/ Expert approach capturing effects not captured in the CNB
forecast, weight of 50%.

The combination of the above approaches, including the above
weights, results in an increase in allowance generation of 22.1% for
Stage 1 and 4.9% for Stage 2 due to the application of FLI. The Bank
performed back-testing of the FLI parameter, where the objective
of the testing was to assess the accuracy and directional estima-
tion of the different approaches and to improve the back-testing of
the PD estimate when taking into account the FLI parameter. The
Bank did not conduct further sensitivity analysis of the modelling
of the change in weights for each FLI calculation scenario.

The year 2023 brought about a very turbulent time when the
energy market situation was very dynamic and the gap between
the bid and actual prices paid for energy widened significant-
ly. Unfortunately, the degree of uncertainty as to whether the
situation on the energy market will be stable and predictable
in the coming years is still high. Rising energy prices continued
to have a negative impact on inflation in 2023. Energy price de-

velopments have a major impact on household and business
spending.The increase in energy prices is a very important vari-
able, in particular, for energy-intensive sectors in their day-to-
day operations, evaluation of their efficiency and future plans,
and also affects their competitiveness.

The expected recovery in economic growth after the pan-
demic, which had been somewhat hampered in the previous
period by problems in supply and demand chains, was inter-
rupted in 2022 by the ongoing war.

How great the impact will be is still highly uncertain. It will
depend on the duration of the conflict, the severity of the sanc-
tions, and also on the cooperation of the free world in supply-
ing strategically important raw materials. These factors are dif-
ficult to model and predict in terms of calculating ECL, and can
in principle have a shock effect in terms of their impact on the
Bank’s SME clientele.

The unique situation that arose in 2020 and continued into
2021, 2022 as well as 2023 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 rat-
ing. Furthermore, the Bank is not the parent bank for any cli-
ent, does not conduct payment transactions and always pro-
vides only supporting complementary products for projects
that the client normally implements through loan financing
or other banking products from its parent bank. The absence
of payment information combined with the ex-post notifica-
tion obligation of the client also leads to a certain information
asymmetry.

In connection with the above reasons and taking into ac-
count the necessary prudence, the Bank has implemented
a management overlay in the calculation of allowances. The
management overlay is directed at the Bank’s entire portfolio,
with the Expansions-loan product still forming the majority
of the Bank’s loan portfolio in the SME support segment. The
main driver for the level of the management overlay is thus
mainly the EXPANSIONS programme sponsor’s expected loss
coverage, which was set by the programme sponsor in 2017 at
15% and has not been changed over time. Unfortunately, this
coverage does not reflect the current complex and difficult to
predict situation. The Bank perceives as an appropriate bench-
mark the approach of the State as the programme sponsor to
cover loan-related (credit) losses, which was particularly evi-
dent in the COVID crisis in 2020, when the State covered cred-
it losses up to 25-30% depending on the type of programme
(COVID II and COVID III). Therefore, the Bank considers it ap-
propriate that credit losses in the entire portfolio, including the
EXPANSIONS loan product, be covered at 25%.

METHOD FOR CALCULATING PROVISIONS FOR
M-GUARANTEES

In the case of portfolio M-guarantees, the credit risk is divid-
ed between the lending banks and the NRB and its amount is
precisely limited by the maximum possible performance of the
bank guarantee within the individual support programmes. The
exact amount of the total possible payments from the portfolio
of issued bank guarantees, for which the Bank generates provi-
sions or funds to cover risks in full, is contractually agreed with
the lending banks.

@)
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When calculating provisions for M-guarantees, the Bank
divides M-guarantees into guarantees with uncompleted draw-
down of the guaranteed loan and guarantees with completed
drawdown of the guaranteed loan. The amount of the provi-
sions is calculated on the original amount of the guarantee for
guarantees with uncompleted drawdown of the loan and on
the amount of the loan drawn for guarantees with completed
drawdown of the loan. The maximum performance is capped
at an agreed percentage of the relevant portfolio, e.g., 10% of
the volume of loans drawn for the M-guarantee portfolio in
the 2015-2023 National Programme (NP). For the portfolio of
M-guarantees in the 2015-2023 NP, the value of the calculated
provisions is reduced by the effect of the counter-guarantee of
the European Investment Fund (EIF) COSME. The maximum
performance under M-guarantees is covered by the sum of the
generated provisions and risk coverage funds.

As at 31 December 2023, the Bank has reclassified M-guaran-
tees between Stage 1 and Stage 2 based on a sectoral approach
in relation to the identification of the sector with the highest
level of performance by the Bank.

The transfer of the relevant positions to Stage 2 reflects 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 in
terms of risk management.

SECURING LOAN 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 regulations.

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
loans in its own system of risk-based business case management
using all legal instruments in accordance with generally applica-
ble legal regulations. To speed up the recovery process, it works
with an arbitration clause in loan and guarantee agreements
and with enforceable entries.

PREFERENTIAL LOANS UNDER THE
OPERATIONAL PROGRAMME ENTERPRISE AND
INNOVATION FOR COMPETITIVENESS (OP EIC)

Since 1 June 2017, the Bank has been providing preferential loans
in the EXPANSION programme and since 19 September 2017 also
preferential loans in the ENERGY SAVINGS programme within
the Operational Programme Enterprise and Innovation for Com-
petitiveness. The loans are financed from a loan fund established
from the European Structural and Investment Funds.

The loans are provided as interest-free with a grace period.
A financial contribution to cover 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 im-

plementation of a 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.

As at the eligibility end date (29 December 2023), OP EIC
loans had been exhausted.

PREFERENTIAL LOANS UNDER THE ENERG
PROGRAMME

Since 1 June 2017, the Bank has been providing preferential
loans in the national ENERG programme. The loans are fi-
nanced from a loan fund established 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 preferential loans in
the INFIN programme. The INFIN programme offers small and
medium-sized enterprises preferential loans to finance innova-
tive business projects in the City of Prague.

The programme is financed from the ESI Funds within the Op-
erational Programme Prague - Growth Pole of the Czech Repub-
lic. The loans are provided as interest-free with a grace period.

As at the eligibility end date (29 December 2023), the loans
granted under the Operational Programme Prague had been
exhausted.

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

Since 2020, the Bank has been providing preferential loans for
Social Entrepreneurship (S-ENTERPRISE) from the MoLSA Loan
Fund. The S-ENTERPRISE programme funds finance preferen-
tial loans for social enterprises, for which it is often very diffi-
cult, 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.

As at the eligibility end date (29 December 2023), the loans
granted under the Operational Programme MoLSA had been
exhausted.

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 operational expenses.

NEW ENERGY SAVINGS LOAN PROGRAMME

Since 2023, the Bank has been providing loans in the New En-
ergy Savings programme. The loans are intended for the imple-
mentation of projects throughout the Czech Republic outside
the Prague region. Businesses use the New Energy Savings pro-
gramme funding to finance projects that will deliver at least 10%
energy savings.



TRANSITION PROGRAMME INTEREST-FREE
LOANS

Since 2023, the Bank has been providing interest-free loans un-
der the TRANSFORMATION programme. The loans are intended
to support the investment activities of small and medium-sized
enterprises. Enterprises in the coal regions, i.e., in the Mora-
vian-Silesian, Usti nad Labem and Karlovy Vary Regions, can
benefit from the funds.

PREFERENTIAL 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
established 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 GUARAN-
TEE 2015-2023 programme was extended to include a SMART
guarantee for a digitalisation loan in 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-
vations for Competitiveness.

As at the eligibility end date (29 December 2023), the provi-
sion of guarantees from OP EIC funds was terminated.

COVID GUARANTEE PROGRAMMES

In connection with the COVID-19 pandemic, in 2020 the Bank
introduced the COVID II, COVID PRAGUE and COVID III guar-
antee programmes in accordance with the decision of the Gov-
ernment of the Czech Republic.

The COVID II guarantee programme served to facilitate the
access of self-employed persons and small and medium-sized
enterprises affected by the pandemic to operational financing
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 Capital City of Prague.

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

The aim of the COVID III guarantee programme was to aid
entrepreneurs affected by the coronavirus pandemic and relat-
ed preventive measures through guarantees for operating bank

credits. This programme covered enterprises 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 uncollectibility,
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 sig-
nificant 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, preferential loans provided by the Bank
to small and medium-sized enterprises 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 credit risk management. To de-
termine the concentration of credit 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 regulations, 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, CZK bonds, foreign curren-
cy bonds and Eurobonds), bills of exchange, derivatives (forex
operations - FX, cross-currency swaps - CCS and interest rate
swaps - IRS). The credit rating of counterparties and issuers is
based on the rating of the client’s creditworthiness, which re-
sults from a rating from internationally renowned rating agen-
cies and an assessment of economic and non-economic aspects.
The creditworthiness of counterparties and issuers is regularly
reassessed throughout the duration of the business credit rela-
tionship.
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QUALITY OF THE SECURITIES PORTFOLIO

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

&)

31 December 2023
IN CZK MILLION AAA AA+TO AA- A+TOA- BBBTOBB-
Debt instruments in FVTPL 0 0] 0 0 0
Equity instruments in FVOCI 76 0] 0 0 76
Debt instruments in FVOCI 400 9.21 0 136 9,747
Securities at amortised cost 0 10,251 0 0 10,251
TOTAL 476 19,462 (0] 136 20,074

31 December 2022
IN CZK MILLION AAA AA+TO AA- A+TOA- BBBTOBB-
Debt instruments in FVTPL 0 160 0 0 160
Equity instruments in FVOCI 73 0] 0 0 73
Debt instruments in FVOCI 400 9,079 0 156 9,635
Securities at amortised cost 0 7,810 0] 0 7,810
TOTAL 473 17,049 o 156 17,678

The Bank uses external ratings to assess the quality of its securities portfolio.

QUALITY OF THE DERIVATIVES PORTFOLIO

The portfolio of derivatives as at 31 December 2023 and 2022 consists of transactions with trustworthy bank counterparties (with
an external rating in the range from AA+ to A).

BREAKDOWN OF ASSETS BY GEOGRAPHICAL SEGMENT

31 December 2023

ALLOWANCES

AND

IN CZK MILLION CZECH EUROPEAN ACCUMULATED

ASSETS REPUBLIC UNION DEPRECIATION
Cash and deposits with central banks 3 0 0 3
Receivables from banks 2,607 0 -1 2,606
Receivables from clients 1934 0 -602 11,332
Securities valued through profit or loss 0] 0 0 0
Debt instruments in FVOCI 9,341 406 0 9,747
Securities at amortised cost 10,254 0 -3 10,251
Financial derivatives 0] 0 0 0
Equity instruments in FVOCI 0 76 0 76
Participating interests with significant influence 1 0 0 1
Participating interests with decisive influence 43 0 -29 14
Other financial assets 22 2 -13 M
Total financial assets 34,205 484 -648 34,041
Other non-financial assets 1114 0 -647 467
TOTAL 35,319 484 -1,295 34,508
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31 December 2022

S

ALLOWANCES
AND Q
IN CZK MILLION CZECH EUROPEAN ACCUMULATED Q
ASSETS REPUBLIC UNION  DEPRECIATION o
[¥7)
Cash and deposits with central banks 280 0] 0 280 2
[F1)
Receivables from banks 3,309 0 -1 3,308 E’
Receivables from clients 11,023 0 -803 10,220 fE
Securities valued through profit or loss 160 0] 0 160 ..Z-,
Debt instruments in FVOCI 9,188 447 0 9,635 2
(]
Securities at amortised cost 7,812 0 -2 7,810 E
Financial derivatives 0 0] 0 8'
Equity instruments in FVOCI 0 73 73 3
(U]
Participating interests with significant influence 1 0] 1 %
z
Participating interests with decisive influence 37 -21 16 8
Other financial assets 86 2 -12 76 é
Total financial assets 31,896 522 -839 31,579 (15
1)
Other non-financial assets 1,022 0 -649 373 B
TOTAL 32,918 522 1,488 31,592 E
g
MAXIMUM CREDIT RISK EXPOSURE g
[+4
31 December 2023 8
Q
EXPOSURE TO <
OFF-BALANCE  CREDITRISK IN ACCEPTED =
IN CZK MILLION BALANCE SHEET SHEET TOTAL COLLATERAL ‘é’
Cash on hand and deposits with central banks 3 0 3 0 g
Receivables from banks 2,606 0 2,606 2,545 E
wn
Securities valued through profit or loss 0 0] 0 0 =
Financial derivatives 0] 0] 0 0] %
Receivables from clients* 11,332 1,326 12,658 4,023 %
Equity instruments in FVOCI 76 76 0 @
<
Debt instruments in FVOCI 9,747 0 9,747 0 %
Securities at amortised cost 10,251 0 10,251 0 g
Participating interests with significant influence 1 0] 1 0 8
=z
Participating interests with decisive influence 14 0] 14 0 3
T
Other financial assets M 0 M 0] 5
Financial guarantees 0 48,762 48,762 24,480 .,Z,
Total financial assets 34,041 50,088 84,129 31,048 §
Non-financial assets 467 |
TOTAL ASSETS 34,508 8
N
|
o
[a
=z
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T
=
L
O
'—
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31 December 2022

EXPOSURE TO

OFF-BALANCE  CREDITRISKIN ACCEPTED
IN CZK MILLION BALANCE SHEET SHEET TOTAL COLLATERAL
Cash on hand and deposits with central banks 280 0 280 0
Receivables from banks 3,308 0 3,308 3,238
Securities valued through profit or loss 160 0 160 0
Financial derivatives 0] 0 0 0
Receivables from clients* 10,220 2,333 12,553 3,550
Equity instruments in FVOCI 73 0 73 0
Debt instruments in FVOCI 9,635 0 9,635 0
Securities at amortised cost 7,810 0 7,810 0
Participating interests with significant influence 1 0 1 0
Participating interests with decisive influence 16 0 16 0
Other financial assets 76 0 76 0
Financial guarantees o] 57965 57965 26,437
Total financial assets 31,579 60,298 91,877 33,224
Non-financial assets 373

TOTAL ASSETS

31,952
* The value of collateral received is reported only up to the amount of the loan exposure.

The amount of collateral provided is disclosed in clause 6 Receivables from clients.

QUANTITATIVE INFORMATION ON COLLATERAL FOR CREDIT-IMPAIRED FINANCIAL

ASSETS (LEVEL 3)

31 DECEMBER 2023

31 DECEMBER 2022

IN CZK MILLION GROSS NET
Less than 50% 1,871 66 1,657 74
51-70% 8 4 15 9
More than 70% 163 158 225 221
TOTAL 2,042 228 1,897 304
OVERVIEW OF RESTRUCTURED RECEIVABLES

AMOUNT IN CZK NUMBER OF
YEAR MILLION * RECEIVABLES
2023 173 59
2022 120 51

* 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 internal
regulations 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 NRB

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 tool is an external capital ratio
limit and internal limits for interest rate change risk and for the
interest rate elasticity of the bond portfolio. Furthermore, the
market risk is limited by the internal capital ratio limit. The cur-
rency risk is limited by the limits set out in the Regulation of
the European Parliament and of the Council (EU), as amended.

The limits for 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 as a percentage.

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

TRADING DERIVATIVES

w
=X
m
<
w
m
o
[
(o]
N
w

31 DECEMBER 2022

PAR VALUE PAR VALUE

IN CZK MILLION RECEIVABLE PAYABLE RECEIVABLE PAYABLE
Currency derivatives

Swaps 122 128

TOTAL 122 128

31 DECEMBER 2023 31 DECEMBER 2022

FAIR VALUE FAIR VALUE

IN CZK MILLION POSITIVE NEGATIVE POSITIVE NEGATIVE

Currency derivatives

Swaps 0 7
TOTAL 7
Maturity of trading derivatives as at 31 December 2023
UPTO3 3 MONTHS 1YEAR OVER S5 -
IN CZK MILLION MONTHS -1YEAR -5YEARS YEARS TOTAL
Currency swaps 0] 69 0 69
TOTAL 0 69 (0] 69
Maturity of trading derivatives as at 31 December 2022
UPTO3 3 MONTHS 1YEAR OVER S5 -
IN CZK MILLION MONTHS -1YEAR -5YEARS YEARS TOTAL
Currency swaps 33 89 0 122
TOTAL 33 89 (0] 122
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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 regulations.

31 December 2023
IN CZK MILLION EUR CZK
Cash on hand and deposits with central banks 0 3 3
Receivables from banks 1 2,605 2,606
Receivables from clients 0 11,332 11,332
Securities valued through profit or loss 0 0 0
Debt instruments in FVOCI 0 9,747 9,747
Securities at amortised cost 0 10,251 10,251
Financial derivatives 0 0 0
Equity instruments in FVOCI 76 0 76
Participating interests with significant influence 0 1 1
Participating interests with decisive influence 0 14 14
Other financial assets 0 " M
Total financial assets 77 33,964 34,041
Other non-financial assets 1 466 467
TOTAL ASSETS 78 34,430 34,508
Payables to banks 85 70 155
Payables to clients 46 24,602 24,648
Financial derivatives 0 2 2
Other financial liabilities 0 77 77
Total financial liabilities 131 24,751 24,882
Other non-financial liabilities M2 18 230
Provisions 0 3,732 3,732
Equity 23 5,641 5,664
TOTAL LIABILITIES AND EQUITY 266 34,242 34,508
Net balance sheet position -188 188 -
Net off-balance sheet position 69 -70 -
Net position -19 18 -




31 December 2022

IN CZK MILLION EUR CZK TOTAL

Cash on hand and deposits with central banks 0 280 280
Receivables from banks 3 3,305 3,308
Receivables from clients 0 10,220 10,220
Securities valued through profit or loss 0 160 160
Debt instruments in FVOCI 39 9,596 9,635
Securities at amortised cost 0 7,810 7,810
Financial derivatives 0 0 0
Equity instruments in FVOCI 73 0 73
Participating interests with significant influence 0 1 1
Participating interests with decisive influence 0 16 16
Other financial assets 0 76 76
Total financial assets 15 31,464 31,579
Other non-financial assets 1 372 373
TOTAL ASSETS 1né 31,836 31,952
Payables to banks 161 0 161
Payables to clients 59 23,374 23,433
Financial derivatives 0 7 7
Other financial liabilities 0 72 72
Total financial liabilities 220 23,453 23,673
Other non-financial liabilities 0 74 74
Provisions 0 3,788 3,788
Equity 21 4,396 4,417
TOTAL LIABILITIES AND EQUITY 24 31,71 31,952
Net balance sheet position -125 125 -
Net off-balance sheet position 122 -128 -
Net position -3 -3 -

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 opposite effect). The
open position in EUR is very small and hedged using trading derivatives. Hedging instruments almost offset the open position (see
the tables above) and therefore the impact of exchange rate movements on the Profit and Loss Account is not significant. 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 CZK compared to the CZK/EUR exchange rate applicable on 31 December 2023 and 2022.

Sensitivity to changes in the EUR exchange rate

Expected rate fluctuation in % 10% 10%
Open position -118 -3
Effect on the Profit and Loss Account -6 -10
Effect on capital 8 il
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E) INTEREST RATE RISK

®

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

x and liabilities in individual groups.

g The table below provides information on the extent to which the Bank is exposed to the risk of interest rate change. It is based
(:j either on the contractual maturity of the financial instruments or, if the interest rate of these instruments changes before the ma-
o turity date, on the date of the determination of the new interest rate.

E The column “Interest-rate-insensitive” includes trades that do not carry information on contractual maturity or rate change.
@ On the assets side, a significant item is the interest-free loans granted in the SME programmes (Receivables from clients). On the
] liabilities side, a significant item in this column is the non-interest-bearing liabilities to programme sponsors (Payables to clients).
o

-

< 31 December 2023

5

Q INTEREST-

o UPTO 3 3-12 OVER5 RATE-

4 IN CZK MILLION MONTHS MONTHS 1-5 YEARS YEARS INSENSITIVE

-

=S Cash and deposits with central banks 3 0 0 0 0

[e]

8 Receivables from banks 2,606 0 0 0 0 2,606
; Receivables from clients 16 49 312 659 10,296 1,332
(3]

:r:j; Securities valued through profit or loss 0] 0 0 0 0 0
= Debt instruments in FVOCI 1,350 3,365 2,738 2,294 0 9,747
E Securities at amortised cost 0 716 5961 3,574 0 10,251
o

Z Financial derivatives 0 0 0 0 0 0
a

8 Equity instruments in FVOCI 0 0 0 0 76 76
2 Portlupctlng interests with significant 0 0 0 0 1 1
> influence

‘é’ Porticipcting interests with decisive 0 0 0 0 14 14
S influence

=

E Other financial assets 0 0 0 0 1 N
E Total financial assets 3,975 4130 9,0M 6,527 10,398 34,041
g Tangible fixed assets 0] 0 0 0 253 253
Z

<Z’: Intangible fixed assets 0] 0 0 0 63 63
E Other non-financial assets 0 0 0 0 151 151
[¥T)

g TOTAL ASSETS 3,975 4130 9,01 6,527 10,865 34,508
a Payables to banks 27 18 74 34 2 155
wv

(ZD Payables to clients 1,435 12,236 100 100 10,777 24,648
o

Z Financial derivatives 0 0 0 0 2 2
E Other financial liabilities 0 0 0 0 77 77
9 Total financial liabilities 1,462 12,254 174 134 10,858 24,882
(%]

E Other non-financial liabilities 0 0 0 0 230 230
T Provisions 0] 0 0 0 3,732 3732
Q Equity 0 0 0 0 5,664 5,664
Q TOTAL LIABILITIES AND EQUITY 1,462 12,254 174 134 20,484 34,508
Cln Net balance sheet position 2,513 -8,124 8,837 6,393 -9,619 -
z
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31 December 2022

INTEREST-
UPTO3 3-12 OVER S5 RATE-
IN CZK MILLION MONTHS MONTHS 1-5YEARS YEARS INSENSITIVE TOTAL
Cash and deposits with central banks 280 0 0 0 0] 280
Receivables from banks 3,302 0 0 0 6 3,308
Receivables from clients 5 101 432 575 9107 10,220
Securities valued through profit or loss 0 0 160 0 0 160
Debt instruments in FVOCI 450 4925 2,209 2,051 0] 9,635
Securities at amortised cost 0 241 3,863 3,706 0] 7,810
Financial derivatives 0 0 0 0 0] 0
Equity instruments in FVOCI 0 0 0 0 73 73
:i’wi;'zlec;‘p;c;tmg interests with significant 0 0 0 0 1 1
:::‘c;]rLtJi;ri]pcc;ting interests with decisive 0 0 0 0 16 16
Other financial assets 0 0 0 0 76 76
Total financial assets 4,037 5,267 6,664 6,332 9,279 31,579
Tangible fixed assets 0 0 0 0 98 98
Intangible fixed assets 0 0 0 0 62 62
Other non-financial assets 0 0 0 0 213 213
TOTAL ASSETS 4,037 5,267 6,664 6,332 9,652 31,952
Payables to banks 66 27 67 0 1 161
Payables to clients 1,575 1,819 4998 5,529 9,512 23,433
Financial derivatives 0 0 0 0 7 7
Other financial liabilities 0 0 0 0 72 72
Total financial liabilities 1,641 1,846 5,065 5,529 9,592 23,673
Other non-financial liabilities 0 0 0 0 74 74
Provisions 0 0 0 0 3,788 3,788
Equity 0 0 0 0 4,417 4,417
TOTAL LIABILITIES AND EQUITY 1,641 1,846 5,065 5,529 17,871 31,952
Net balance sheet position 2,396 3,421 1,599 803 -8,219 0

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

31 DECEMBER 2023 31 DECEMBER 2022

BALANCE SHEET ITEMS (IN CZK MILLION)

Assets

Receivables from clients -90 -87
Receivables from banks -1 -1
Securities at amortised cost 776 -549
Securities in FVOCI 447 -343
Financial derivatives 0 0
Payables

Payables to banks 6 0
Payables to clients 1,003 789
Financial derivatives 1 2

The total impact of the parallel shock (+200 bp) on the Bank’s capital was 6.79% as at 31 December 2023 (as at 31 December 2022:

5.13%).
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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 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 2023
UPTO3 3-12 OVER 5 NOT -
IN CZK MILLION MONTHS MONTHS 1-5 YEARS YEARS  SPECIFIED TOTAL
Cash and deposits with central banks 3 0 0 0 0 3
Receivables from banks 2,606 0 0 0 0 2,606
Receivables from clients 1982 1,392 5741 2,210 7 11,332
Securities valued through profit or loss 0 0 0 0 0 0
Debt instruments in FVOCI 59 1,394 2,789 5,505 0 9,747
Securities at amortised cost 0 716 5961 3,574 0 10,251
Financial derivatives 0 0 0] 0 0 0
Equity instruments in FVOCI 0 0 0] 0 76 76
::;o;]rLtjlgrl]pcc;tmg interests with significant 0 0 0 0 1 1
ﬁ]c;]riig;pcc;ting interests with decisive 0 0 0 0 14 14
Other financial assets 7 0 0] 0 4 n
Total financial assets 4,657 3,502 14,491 11,289 102 34,041
Other non-financial assets 3 4 1 0 459 467
TOTAL 4,660 3,506 14,492 1,289 561 34,508
Payables to banks 27 18 74 36 0 155
Payables to clients 1,471 13920 164 9,093 0 24,648
Financial derivatives 2 0 0 0 0 2
Other financial liabilities 0 0 0] 0 77 77
Total financial liabilities 1,500 13,938 238 9,129 77 24,882
Other non-financial liabilities 22 3 2 0 203 230
Provisions 97 567 2,659 376 33 3,732
Equity 0 0 1 2 5,661 5,664
TOTAL 1,619 14,508 2,900 9,507 5,974 34,508
Net balance sheet position 3,041 -11,002 11,592 1,782 -5,413 0
Commitments and guarantees provided 569 3,517 38,246 7,755 1 50,088
Commitments and guarantees received 0 6,168 0 0 14,768 20,936




31 December 2022

UPTO3 3-12 OVER 5 NOT -
IN CZK MILLION MONTHS MONTHS 1-5 YEARS YEARS  SPECIFIED TOTAL
Cash and deposits with central banks 280 0 0 0 0] 280
Receivables from banks 3,308 0 0 0 0 3,308
Receivables from clients 1,625 1ms 5148 2,325 7 10,220
Securities valued through profit or loss 6 0 154 0 0] 160
Debt instruments in FVOCI 19 2,007 3483 4126 0 9,635
Securities at amortised cost 0 241 3,863 3,706 0 7,810
Financial derivatives 0 0] 0 0] 0
Equity instruments in FVOCI 0 0 0 73 73
:T-\cf‘f{:lec:éc;tmg interests with significant 0 0 0 0 1 1
:i’wi;'ziec;g:;ting interests with decisive 0 0 0 0 16 16
Other financial assets n 0 0 0 65 76
Total financial assets 5,249 3,363 12,648 10,157 162 31,579
Other non-financial assets 2 3 1 0 367 373

Payables to banks 50 44 67 0 (0] 161
Payables to clients 1,872 12,726 8,835 0 23,433
Financial derivatives 7 0 0] 7
Other financial liabilities 0] 0 0 0 72 72
Total financial liabilities 1,929 12,770 67 8,835 72 23,673
Other non-financial liabilities 22 10 7 1 34 74
Provisions 90 369 2,687 602 40 3,788
Equity 0 1 1 1 4,414 4,417

13,150 9,439 31,952
Net balance sheet position 3,210 -9,784 9,886 718 -4,031 (o]
Commitments and guarantees provided 455 24,457 26,452 8,934 [0} 60,298
Commitments and guarantees received 0 0 0 6,206 16,626 22,832
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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 2023
UPTO3 3-12 OVER 5 -
IN CZK MILLION MONTHS MONTHS 1-5 YEARS YEARS TOTAL
Payables to banks 29 21 85 38 173
Payables to clients 1,474 13929 199 9130 24,732
31 December 2022
UPTO3 3-12 OVER 5 -
IN CZK MILLION MONTHS MONTHS 1-5 YEARS YEARS TOTAL
Payables to banks 50 44 74 0 168
Payables to clients 1,877 12,736 1 8,835 23,449

B) DERIVATIVES SETTLED ON A NET BASIS

The Bank does not record any derivatives that are settled on a net basis.

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

Swaps 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 2023
UPTO3 3-12 OVER 5 -
IN CZK MILLION MONTHS MONTHS 1-5 YEARS YEARS TOTAL
Currency derivatives:
Inflows 13 12 49 0 74
Outflows -8 -44 -26 0 -78
31 December 2022
UPTO3 3-12 OVER 5 -
IN CZK MILLION MONTHS MONTHS 1-5 YEARS YEARS TOTAL
Currency derivatives:
Inflows 12 46 74 0 132
Outflows -9 -57 -79 -145




©

D) COMMITMENTS AND GUARANTEES PROVIDED

31 December 2023
UPTO3 3-12 OVER S5 NOT -
IN CZK MILLION MONTHS MONTHS 1-5 YEARS YEARS SPECIFIED TOTAL
Commitments provided 31 77 24 500 0 1,326
Guarantees provided 538 2,746 38,222 7,255 1 48,762
31 December 2022
UPTO3 3-12 OVER S NOT -
IN CZK MILLION MONTHS MONTHS 1-5 YEARS YEARS SPECIFIED TOTAL
Commitments provided 141 1,686 6 500 0 2,333
Guarantees provided 314 22,771 26,446 8,434 0 57965

E) 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:

J Protection of the Bank from possible negative consequences caused by operational risk;

J Better information for decision-making;

J 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. RELATED PARTY TRANSACTIONS

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 2022

31 DECEMBER 2023
(c]3{0)3

IN CZK MILLION GROSS
ot for refinomcing, fosved by governmont mttutions. ¥ e Y e cete 19:460 7,043
Debt securities 0 26
Participating interests with significant and decisive influence 44 38
Other assets 10 76
Payables to clients 22,01 20,286
Otbher liabilities 22 10
Commitments and guarantees provided 300 300
Commitments and guarantees received 13,956 15,951
Pledges and collateral received 682 682
Values taken into escrow, administration and storage 106 107
RELATED PARTY TRANSACTIONS
IN CZK MILLION m 2022
Interest income 624 516
Interest expense -66 -137
Revenues from fees and commissions 402 379
Staff costs -19 -16
Other operational revenues 2 2

RECEIVABLES FROM PERSONS WITH
A SPECIAL RELATIONSHIP WITH THE BANK

As at 31 December 2023 and 31 December 2022, 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 loans without a significant
change in credit risk is generally close to their book value. The fair
value of loans with fixed interest rates is estimated using discount-
ed cash flow analyses based on interest rates currently offered for
loans with similar terms to borrowers of similar loan 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.

SHEET

nancial assets and financial liabilities that are not carried at fair
value in the accounting entity’s Balance Sheet.

FINANCIAL INSTRUMENTS THAT ARE NOT
MEASURED AT FAIR VALUE IN THE BALANCE

The table below sets out the book values and fair values of fi-

31 December 2023
IN CZK MILLION BOOK VALUE FAIR VALUE
FINANCIAL ASSETS
1 Cash on hand and deposits with CB (Level 2) 3 3
2 (GLzzz'r‘lw)ment zero-coupon bonds and other securities 10,254 9,602
3 Receivables from banks (Level 2) 2,606 2,605
4 Receivables from clients (Level 3) 11,332 10,798
8 Participating interests with significant influence (Level 3) 1 1
8 Participating interests with decisive influence (Level 3) 14 14
n Other financial assets (Level 3) n N
FINANCIAL LIABILITIES
1 Payables to banks (Level 2) 155 129
Payables to clients (Level 2) 24,648 21,808
4 Other financial liabilities (Level 2) 77 77
31 December 2022
IN CZK MILLION BOOK VALUE FAIR VALUE
FINANCIAL ASSETS
1 Cash on hand and deposits with CB (Level 2) 280 280
5 E—]_Z\\;er?)ment zero-coupon bonds and other securities 7810 6,620
3 Receivables from banks (Level 2) 3,308 3,306
4 Receivables from clients (Level 3) 10,220 9,525
8 Participating interests with significant influence (Level 3) 1 1
8 Participating interests with decisive influence (Level 3) 16 16
1 Other financial assets (Level 3) 76 76
FINANCIAL LIABILITIES
1 Payables to banks (Level 2) 161 149
Payables to clients (Level 2) 23,433 22,544
4 Other financial liabilities (Level 2) 79 79

HIERARCHY OF FAIR VALUES

IFRS 7 specifies a hierarchy of valuation techniques that is based on whether the inputs to those valuation techniques are observ-
able 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:

J Levell - 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 finan-

cial 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 2023 (IN CZK MILLION) LEVEL1 LEVEL 2 LEVEL 3

Financial assets at fair value

Securities in FVOCI

Equity instruments 0 0 76
Debt instruments 9,61 135 0

Total assets at fair value

Financial liabilities against costs and revenues

Other liabilities 0 2 0

Total liabilities at fair value

31DECEMBER 2022 (IN CZK MILLION) LEVEL1 LEVEL 2 LEVEL 3

Financial assets charged against costs or revenues
Debt securities 160 0 0
Securities in FVOCI

Equity instruments 0 0 73
Debt instruments 9,543 92 0
Total assets at fair value 9,703 92 73

Financial liabilities against costs and revenues

Other liabilities 0 7 0

Total liabilities at fair value 0 7

No reclassifications between levels were made during these periods.

RECONCILIATION OF OPENING AND CLOSING BALANCES AT LEVEL 3

EQUITY

INSTRUMENTS IN
IN CZK MILLION FVOCI TOTAL
Balance as at 1 January 2023 73 73
Gains and losses for the period recognised in the Profit and Loss Account 0 0
Gains and losses for the period recognised in equity
Purchases
Repayment
Balance as at 31 December 2023 76 76
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27. SUBSEQUENT EVENTS

The following events that may affect the operation of the company occurred after the date of the Financial Statements.
Apart from the above facts, the Bank’s management is not aware of any other events that have a significant impact on these Finan-
cial Statements.

As at 1 April 2024, the term of office of the member of the Bank’s Board of Directors Ing. Pavel Fiala ended. From 10 April 2024,
Ing. Pavel Marek became a new member of the Board of Directors of the Bank.

In Prague on 23 April 2024

Governing body of the accounting entity:

~
| (
mas Nidetzky Pavel KﬁvoSoika
Chairman of the Board of Directors Member of the Board of Directors
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REPORT OF THE BOARD OF
DIRECTORS OF NRB, A.S.

ON RELATIONS BETWEEN
AFFILIATED ENTITIES FOR
THE FISCAL PERIOD OF 2023

l. AFFILIATED ENTITIES

Controlled entity:

Narodni rozvojova banka, a.s. (National Development Bank),

with its registered office at Pfemyslovska 2845/43, Prague 3 - Zizkov, 130 00

Company ID No.: 44848943, incorporated in the Commercial Register maintained by the Municipal Court in Prague, Section B, File
1329 (hereinafter the “NRB”).

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 NRB is a one-member joint-stock company and, in accordance with the provisions of Section 12(1) of Act No. 90/2012 Coll. on
commercial companies and cooperatives, as amended (hereinafter the “Business Corporations Act”), the Czech Republic, as the
sole shareholder, exercises the powers of the General Meeting as the supreme body of the NRB.

The share capital of the NRB, 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 the Business Corporations Act 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. 2023.

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 NRB established a subsidiary company, the National Development Investments, Company ID No.: 08465797, with
its registered office at Pfemyslovska 2845/43, Prague 3 - Zizkov, 130 00 (hereinafter the “NRI”), in which it holds a 100% share. The
company was established on 29 August 2019 by entry in the Commercial Register maintained by the Municipal Court in Prague,



Section B, File 24613. The company’s objective is to meet the strategic objectives of the NRB as a national promotional bank in the
area of equity investments and subordinated loans, especially under the Ministry of Industry and Trade’s programmes for small
and medium-sized enterprises as well as programmes of other ministries.

In 2020, the NRB established a subsidiary company, the National Development Fund SICAV, Company ID No.: 09829482, with its
registered office at Pfemyslovska 2845/43, Prague 3 - Zizkov, 130 00 (hereinafter the “NRF”), in which it holds 100% of the found-
er’s shares. The company was established on 1 February 2021 by entry in the Commercial Register maintained by the Municipal
Court in Prague, Section B, File 25987.

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 principle of return on the invested funds.

The NRB has one affiliate, which is MUFIS a.s., Company ID No.: 60196696, with its registered office at Pfemyslovska 2845/43,
Prague 3 - Zizkov, 130 00. A participating interest of 49% is held by the Czech Republic, represented by the Ministry of Finance;
49% is held by the NRB and 2% by the Union of Towns and Municipalities of the Czech Republic. The company was established on
15 April 1994 by entry in the Commercial Register maintained by the Municipal Court in Prague, Section B, File 2517.

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 NRB concluded in 2023 or previous years in the following areas of its activities.

1. PROGRAMMES TO SUPPORT SMALL AND MEDIUM-SIZED ENTERPRISES

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 preferential 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: The NRB, the Ministry of Industry and Trade and the Business and Innovation Agency (formerly the Business Develop-
ment Agency)

J Date of conclusion: 27 September 2002

/ 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.

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, Amendment
10 of 25 March 2020 and Amendment 11 of 14 February 2022.

J Parties: The NRB and the Ministry of Industry and Trade
# Date of conclusion: 20 May 2004

/ Subject-matter: The agreement stipulated the conditions and procedures for the implementation of the CREDIT, 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 to small and medium-sized enterprises in the Czech Re-
public 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: The NRB 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 PROG-
RESS programmes and conditions and procedures for the use and financing of these programmes.

)
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Agreement on the establishment, use and management of the Credit Fund R 2006 from the resources of the Phare Re-
volving Fund, as amended by Amendment 1 of 16 February 2009 and Amendment 2 of 25 March 2020.

J Parties: The NRB 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 CREDIT programme in cases where the
funds of the R 2006 Loan Fund are used for its financing, the establishment of which used funds from the Phare Revolving Fund.

Agreement on the implementation of the MARKET programme and on the establishment and administration 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: The NRB and the Ministry of Industry and Trade
/ Date of conclusion: 14 May 2007

J 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 working capital loans) programmes and on the estab-
lishment 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, as amended by Amendment 1 of 29 March 2022, Amendment 2 of 2 June 2022 and Amendment
3 of 18 December 2023.

J Parties: The NRB and the Ministry of Industry and Trade
J 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.

Agreement on the implementation of the MARKET and GUARANTEE (guarantees for working capital loans) programmes
and on the establishment and administration 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, Amend-
ment 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: The NRB and the Ministry of Industry and Trade
J Date of conclusion: 16 February 2009

J 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 establishment and administra-
tion of the E 2007 Loan Fund in the Operational Programme Enterprise and Innovation for 2007-2013, as amended by
Amendment 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, Amendment 6 of 25 March 2020 and Amendment 7 of 29 March 2022.

J Parties: The NRB and the Ministry of Industry and Trade
J Date of conclusion: 13 March 2009

/ Subject-matter: Regulation of mutual relations in the creation, supplementation and administration of the E 2007 Credit Fund
and determination of procedures and conditions in the implementation of programmes.

Agreement on the establishment and administration 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: The NRB and the Ministry of Industry and Trade
J Date of conclusion: 6 September 2012

/ Subject-matter: Establishment, supplementation and administration of a guarantee fund to support innovative projects, includ-
ing the establishment of procedures and conditions for the provision of guarantees.

Agreement on the establishment and administration of the N 2013 Loan Fund, as amended by Amendment 1 of 25 June
2014, Amendment 2 of 21 September 2015, Amendment 3 of 25 March 2020 and Amendment 4 of 14 February 2022.

J Parties: The NRB and the Ministry of Industry and Trade
/ Date of conclusion: 11 December 2013

J Subject-matter: Regulation of relations in the establishment, financing and administration of the N 2013 Loan Fund and negoti-
ation of conditions and procedures for the implementation of the REVIT programme.



Agreement on the implementation of the GUARANTEE 2015-2023 programme and on the establishment and adminis-
tration 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, Amend-
ment 6 of 21 May 2018, Amendment 7 of 9 December 2019 and Amendment 8 of 18 December 2023.

J Parties: The NRB and the Ministry of Industry and Trade
J Date of conclusion: 23 February 2015

/ 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 Credit 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: The NRB and the Ministry of Industry and Trade
/ Date of conclusion: 9 May 2017

J Subject-matter: Regulation of relations in the establishment, financing and administration of the NX 2017 Loan Fund and nego-
tiation of conditions and procedures for the implementation of the ENERG programme.

Agreement on the establishment and administration 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, Amend-
ment 5 of 13 August 2020, Amendment 6 of 30 June 2021, Amendment 7 of 13 December 2021, Amendment 8 of 14
February 2022, Amendment 9 of 29 March 2022, Amendment 10 of 27 May 2022, Amendment 11 of 11 October 2022 and
Amendment 12 of 21 December 2023.

J Parties: The NRB and the Ministry of Industry and Trade
/ Date of conclusion: 24 March 2017

/ Subject-matter: Regulation of relations in the establishment, financing and administration of the E 2017 Loan Fund and negoti-
ation of conditions and procedures for the implementation of the EXPANSION programme.

Agreement on the establishment and administration 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, Amendment
5 of 20 January 2021, Amendment 6 of 20 December 2022, Amendment 7 of 21 April 2023 and Amendment 8 of 21 De-
cember 2023.

J Parties: The NRB and the Ministry of Industry and Trade
/ Date of conclusion: 21 June 2017

J Subject-matter: Regulation of relations in the establishment, financing and administration of the EX 2017 Loan Fund and nego-
tiation of conditions and procedures for the implementation of the ENERGY SAVINGS programme.

Agreement on the establishment and administration of the VC 2017 Fund.
J Parties: The NRB and the Ministry of Industry and Trade
/ Date of conclusion: 20 December 2017

/ Subject-matter: Regulation of relations in the establishment, 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 establishment and administration of the
V 2018 Guarantee Fund.

J Parties: The NRB and the Ministry of Industry and Trade
J Date of conclusion: 26 June 2018

/ Subject-matter: Regulation of relations in the establishment, financing and administration of the V 2018 Guarantee Fund and
negotiation of conditions and procedures for the implementation of the VADIUM programme.

Agreement on the establishment 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, Amendment 4 of 30 June 2021, Amendment 5
of 29 March 2022, Amendment 6 of 27 May 2022, Amendment 7 of 11 October 2022 and Amendment 8 of 21 December 2023.

J Parties: The NRB and the Ministry of Industry and Trade
/ Date of conclusion: 19 November 2018

/ Subject-matter: Regulation of relations in the establishment, financing and administration of the E 2018 Guarantee Fund and
negotiation of conditions and procedures for the implementation of the EXPANSION programme.
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Agreement on the establishment and administration of the COVID 2020 Loan Fund, as amended by Amendment 1 of 25
March 2020, Amendment 2 of 14 February 2022 and Amendment 3 of 15 September 2022.

J Parties: The NRB and the Ministry of Industry and Trade
J Date of conclusion: 16 March 2020

/ Subject-matter: Establishment, supplementation and administration of the COVID 2020 Loan Fund, agreement on the condi-
tions and procedures for the implementation of the Programme, regulation of relations and rights and obligations.

Agreement on the establishment 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: The NRB, the Ministry of Industry and Trade and the Capital City of Prague
# Date of conclusion: 16 April 2020

J Subject-matter: Establishment, 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 establishment 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: The NRB and the Ministry of Industry and Trade
J Date of conclusion: 19 May 2020

J Subject-matter: Regulation of conditions and relations in the establishment and administration of the COVID III Guarantee
Fund, transfer of funds from the state budget and disbursement of funds from the COVID III Guarantee Fund, establishment of
conditions for portfolio liability and regulation of other rights and obligations.

Agreement on the implementation of the COVID TRAVEL GUARANTEE programme and on the establishment and admin-
istration of the CK 2021 Guarantee Fund, as amended by Amendment 1 of 4 January 2023.

J Parties: The NRB and the Ministry of Industry and Trade
/ Date of conclusion: 19 February 2021

/ Subject-matter: Establishment, supplementation and administration of the CK 2021 Guarantee Fund, agreement on the condi-
tions and procedures for the implementation of the Programme, regulation of relations and rights and obligations.

Agreement on the establishment and administration of the COVID III - Invest Guarantee Fund, as amended by Amend-
ment 1 of 15 September 2022.

J Parties: The NRB and the Ministry of Industry and Trade
J Date of conclusion: 30 June 2021

J Subject-matter: Establishment 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.

Agreement on the establishment and administration of the “K.4.2/2022” Loan Fund.
J Parties: The NRB and the Ministry of Industry and Trade
/ Date of conclusion: 19 May 2022

/ Subject-matter: Negotiation of the mutual relations between the contracting parties in the administration of the “K.4.2/2022”
Loan Fund.

Agreement on the establishment and administration of the ZP 2023 Loan Fund.
J Parties: The NRB and the Ministry of the Environment
J Date of conclusion: 4 April 2023

/ Subject-matter: Negotiation of the mutual relations between the contracting parties in the administration of the ZP 2023 Loan
Fund.

Agreement on the establishment and administration of the E 2023 Loan Fund.
J Parties: The NRB and the Ministry of Industry and Trade
/ Date of conclusion: 31 March 2023

/ Subject-matter: Negotiation of the mutual relations between the contracting parties in the administration of the E 2023 Loan
Fund.



2. PROGRAMME COOPERATION WITH OTHER MINISTRIES

Agreement on the implementation of the INTERNATIONAL DEVELOPMENT COOPERATION GUARANTEE programme and
on the establishment and administration of the IDC 2019 Guarantee Fund, as amended by Amendment 1 of 27 October
2021 and Amendment 2 of 7 September 2022.

J Parties: The NRB and the Ministry of Foreign Affairs
/ Date of conclusion: 19 December 2018

J Subject-matter: Establishment, supplementation and administration of the IDC 2019 Guarantee Fund and negotiation of condi-
tions and procedures for the implementation of the IDC GUARANTEE programme, where the funds of the IDC 2019 Guarantee
Fund are used for their financing.

Agreement on the establishment and administration of the SP 2019 Loan Fund, as amended by Amendment 1 of 22 No-
vember 2023.

J Parties: The NRB and the Ministry of Labour and Social Affairs
J Date of conclusion: 30 July 2019

/ Subject-matter: Regulation of relations in the establishment, financing and administration of the SP 2019 Loan Fund and nego-
tiation of conditions and procedures for the implementation of the S-ENTERPRISE programme.

Agreement on the implementation of the TRAVEL GUARANTEE subtitle and on the establishment and administration of
the CK 2022 Guarantee Fund, as amended by Amendment 1 of 16 June 2022

J Parties: The NRB and the Ministry of Regional Development
J Date of conclusion: 22 December 2021

/ Subject-matter: Establishment, supplementation and administration of the CK 2022 Guarantee Fund, agreement on the condi-
tions and procedures for the implementation of the subtitle, regulation of relations and rights and obligations.

3. 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: The NRB and the Ministry of Regional Development
J Date of conclusion: 30 June 1999

J 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 principles for organising, managing and providing loans from the Regional Develop-
ment Fund.

4.  PROVISION OF BANKING SERVICES

4.1 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: The NRB, 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 NRB from the European Investment Bank to finance programmes for the renewal and construction of transport and water
management infrastructure in the Czech Republic.
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Agreement on ensuring cooperation between the Ministry of Finance, the Ministry of Agriculture and the NRB 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: The NRB, the Ministry of Finance and the Ministry of Agriculture
J Date of conclusion: 24 February 2002

/ Subject-matter: Arranging mutual relations between the contracting parties in securing activities related to loans received by
the NRB 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: The NRB, the Ministry of Finance and the State Fund for Transport Infrastructure
J Date of conclusion: 4 July 2002

/ Subject-matter: Arranging mutual relations between the contracting parties in securing activities related to the implementation
of a credit 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.

J Parties: The NRB and the Ministry of Transport
J Date of conclusion: 20 September 2002

J Subject-matter: Negotiation of mutual relations between the contracting parties in the financing of the Czech Motorways B Project.

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: The NRB and the Ministry of Agriculture
J Date of conclusion: 7 August 2008

/ Subject-matter: Negotiation of mutual relations between the contracting parties in the administration of payments of part of the
interest on commercial credits 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: The NRB and the Ministry of Regional Development
J Date of conclusion: 29 August 2014

/ Subject-matter: Regulation of mutual rights and obligations of the parties in the administration of the owner’s account in the
Central Securities Depository.

Agreement on the administration of the owner’s account with the Central Securities Depository.
J Parties: The NRB and the Ministry of Industry and Trade
J Date of conclusion: 11 November 2021

J Subject-matter: Regulation of mutual rights and obligations of the parties in the administration of the owner’s account in the
Central Securities Depository.

4.2 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: The NRB and the Ministry of Industry and Trade
J 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 a special current account number 19/2022/U
J Parties: The NRB and the Ministry of Agriculture

/ Date of conclusion: 30 May 2022

/ Subject-matter: Agreement on the opening and maintenance of special current accounts in CZK.

/ Date of termination: 28 April 2023, terminated by the Termination Agreement.



5. AML COOPERATION AGREEMENT

Agreement on cooperation within the Money Web Lite project.
J Parties: The NRB and the Ministry of Finance - Financial Analytical Department
J Date of conclusion: 21 May 2014

/ Subject-matter: Transmission of information for the purpose of fulfilling the statutory notification obligation.

6. FINANCIAL MARKETS

In the course of 2023, the NRB accepted short-term deposits from the Ministry of Finance with a maturity of up to 14 days in the
form of reverse repo operations. The operations took place under standard conditions for concluding transactions in the financial
markets.

7. MEMORANDA

MEMORANDUM OF UNDERSTANDING.

Memorandum of Understanding on cooperation in the public-private partnership project for the preparation and con-
struction of the D35 motorway in the Opatovec-Staré Mésto-Mohelnice section

J Parties: The NRB and the Ministry of Transport

/ Date of conclusion: 14 December 2022

J Subject-matter: Methodological and consultancy support of the NRB to the Ministry of Transport in the selection of the contrac-
tor for the construction and operation of a section of the D35 motorway.

8. OTHER COOPERATION

Centralised Procurement Contract.
J Parties: The NRB and the Ministry of the Interior
J Date of conclusion: 4 August 2023

J Subject-matter: Adjustment of the rights and obligations of the central sponsor (Ministry of the Interior) and the sponsor in
charge (NRB) in the implementation of centralised procurement for the provision of original products included in the current
Microsoft product portfolio and original products included in the current Microsoft licensed programs.

Framework agreement for the purchase of Microsoft products.

J Contracting parties: central sponsor (Ministry of the Interior), suppliers (SoftwareONE Czech Republic s.r.o., DATRON, a.s., AU-
TOCONT a.s., exe, a.s., Crayon Czech Republic and Slovakia s.r.0.), sponsors in charge (currently 823 entities including the NRB)

J Date of conclusion: 26 April 2022 (Amendment 4 of 28 August 2023)

J Subject-matter: Provision of licences and support for Microsoft products (software tools), on the basis of implementation con-
tracts concluded between a specific supplier and the client (central sponsor or sponsor in charge); the NRB became the sponsor
in charge on the basis of Amendment 4 to the framework agreement of 28 August 2023.

I1l. RELATIONS BETWEEN THE CONTROLLED ENTITY AND OTHER ENTITIES CONTROLLED
BY THE SAME CONTROLLING ENTITY

In the fiscal period, the contractual relations between the NRB, the subsidiaries of the NRB and other persons 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 NRB did not incur additional costs, risks
or any harm from them.

®

ANNUAL REPORT OF THE NRB — 2023 — REPORT OF THE BOARD OF DIRECTORS OF THE NDB ON RELATIONS BETWEEN AFFILIATED ENTITIES FOR THE FISCAL PERIOD OF 2023

nrb,



®

ANNUAL REPORT OF THE NRB — 2023 — REPORT OF THE BOARD OF DIRECTORS OF THE NDB ON RELATIONS BETWEEN AFFILIATED ENTITIES FOR THE FISCAL PERIOD OF 2023

nrb,

1. IMPLEMENTATION OF A PROGRAMME TO SUPPORT REPAIRS OF APARTMENT HOUSES

Agreement on the implementation of the Programme for the support of repairs of apartment houses built with panel

technology in the part concerning grants, 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: The NRB 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 NRB 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: The NRB 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 NRB in the administra-
tion 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 houses for the period in which new guar-
antees will no longer be provided.

2. IMPLEMENTATION OF RELATIONS WITH THE NATIONAL DEVELOPMENT INVESTMENTS

Agreement on the provision of a voluntary shareholder surcharge outside the company’s registered capital.
J Parties: The NRB and NRI
/ Date of conclusion: 18 December 2019

/ Subject-matter: Regulation of mutual relations between the NRB and NRI in connection with the provision of a voluntary sur-
charge of the sole shareholder (the NRB) to the equity of the NRI outside the share capital of the NRI.

Agreement on cooperation and provision of services, as amended by Amendment 1 of 30 June 2022 and Amendment
2 of 1 June 2023.

J Parties: The NRB and NRI

J Date of conclusion: 6 May 2020

J Subject-matter: Negotiation of more detailed conditions and the nature of services provided by the NRB for the 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 30 May 2023.

(This agreement replaced the Agreement on the fee for the provision of services pursuant to the Agreement on cooperation and
provision of services of 1 July 2022)

J Parties: The NRB and NRI
/ Date of conclusion: 30 May 2023

/ Subject-matter: Determination of the amount of the fee for the provision of services for 2023, resulting from the agreement on
cooperation and provision of services concluded between the NRB and NRI.

Agreement on the procurement of the purchase or sale of investment instruments.
J Parties: The NRB and NRI
/ Date of conclusion: 6 May 2021

/ Subject-matter: The procurement of the purchase, sale or other disposition of investment instruments by the NRB for the client
for the purpose of implementing what is known as the IPO Fund.

Personal Data Processing Agreement
J Parties: The NRB and NRI
J Date of conclusion: 11 June 2021

J Subject-matter: The NRF, as controller, has entrusted the NRB, as processor, with the processing of personal data provided in
the context of the performance of the Cooperation and Service Agreement between the parties.



3. IMPLEMENTATION OF RELATIONS WITH THE NATIONAL DEVELOPMENT FUND SICAV

Agreement on cooperation and provision of services.
J Parties: The NRB and NRF
J Date of conclusion: 11 February 2021

J Subject-matter: Negotiation of the detailed terms and nature of the services falling under the management and administration
of the investment funds provided by the NRB to the NRF 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: The NRB and NRF
/ Date of conclusion: 21 April 2021

J 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 NRB and NRF.

Agreement on the sublease of premises for commercial purposes.
(This agreement replaced the Agreement on the lease of premises for commercial purposes dated 12 February 2021)

J Parties: The NRB and NRF
/ Date of conclusion: 24 March 2023

/ Subject-matter: Sublease of premises by the NRB to the NRF for the purpose of administrative activities in accordance with the
business of the NRF.

Personal Data Processing Agreement
J Parties: The NRB and NRF
J Date of conclusion: 14 June 2021

J Subject-matter: The NRF, as controller, has entrusted the NRB, as processor, with the processing of personal data provided in
the context of the performance of the Cooperation and Service Agreement between the parties.

Agreement on the provision of a voluntary shareholder surcharge outside the company’s registered capital.
/ Parties: The NRB and NRF
J Date of conclusion: 22 August 2022

/ Subject-matter: Regulation of mutual relations between the NRB and NRF in connection with the provision of a voluntary sur-
charge of the sole shareholder (the NRB) to the equity of the NRF outside the share capital of the NRF.

Agreement on the provision of a voluntary shareholder surcharge outside the company’s registered capital.
J Parties: The NRB and NRF
J Date of conclusion: 7 August 2023

/ Subject-matter: Regulation of mutual relations between the NRB and NRF in connection with the provision of a voluntary sur-
charge of the sole shareholder (the NRB) to the equity of the NRF outside the share capital of the NRF.

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: The NRB and MUFIS a.s.
J Date of conclusion: 7 November 2012

/ Subject-matter: The NRB, 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.
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5. IMPLEMENTATION OF RELATIONS WITH THE CZECH EXPORT BANK

Agreement on the conditions for providing portfolio guarantees in the GUARANTEE 2015-2023 programme.
J Parties: The NRB and the Czech Export Bank
J 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
the Czech Export Bank and principles for the inclusion of loans in the portfolio of guaranteed loans and information obligations
of the Czech Export Bank to the NRB.

Agreement on cooperation in the provision of individual guarantees in the GUARANTEE 2015-2023 programme.
J Parties: The NRB and the Czech Export Bank
/ Date of conclusion: 11 May 2015

J Subject-matter: Establishment of principles for the coordination of procedures for the provision of bank guarantees for loans of
the Czech Export Bank and information obligations of the Czech Export Bank to the NRB.

Memorandum of Partnership and Cooperation.
J Parties: The NRB and the Czech Export Bank
J Date of conclusion: 30 June 2017

/ Subject-matter: Support and financing of SMEs, development and joint implementation of financial instruments and prepara-
tion of their legislative environment.

Confidentiality and Non-Disclosure Agreement.
J Parties: The NRB and the Czech Export Bank
J Date of conclusion: 4 May 2023

/ Subject-matter: Determination of the scope of confidential information and the conditions of its use in the project of coordina-
tion of joint action in the regulatory and economic framework of the Czech Republic.

Centralised Procurement Contract.
J Parties: The NRB and the Czech Export Bank
J Date of conclusion: 3 October 2023

/ Subject-matter: Adjustment of mutual rights and obligations of the central sponsor (Czech Export Bank) and the sponsor in
charge (NRB) in the implementation of the centralised procurement procedure entitled “Framework agreement for the pur-
chase of computer equipment for the Czech Export Bank and the NRB”.

Framework agreement for the purchase of laptops and monitors.
J Contracting parties: central sponsor (Czech Export Bank), supplier (Af Office, s.r.0.), sponsor in charge (NRB)
/ Date of conclusion: 7 December 2023

/ Subject-matter: Framework agreement for the supply of computer equipment.

6. IMPLEMENTATION OF RELATIONS WITH THE CZECH DEVELOPMENT AGENCY
AND THE EXPORT GUARANTEE AND INSURANCE CORPORATION

Memorandum of Partnership and Cooperation.
J Parties: The NRB, 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 pro-
grammes and the implementation of European Union initiatives; informing target groups about products and projects provided
by the NRB, the Czech Development Agency and the Export Guarantee and Insurance Corporation.



7. IMPLEMENTATION OF RELATIONS WITH CZECHINVEST, BUSINESS AND INVESTMENT
DEVELOPMENT AGENCY

Memorandum of Partnership and Cooperation.
J Parties: The NRB and CzechInvest, Business and Investment Development Agency
J Date of conclusion: 10 October 2017

J Subject-matter: Exchange of information and coordination of activities, especially in the provision of products in the regions, in-
forming target groups about the products of the NRB and CzechInvest, Business and Investment Development Agency, support
to start-ups, support for the development of brownfields, innovation and technology transfer.

8. IMPLEMENTATION OF RELATIONS WITH THE TECHNOLOGY AGENCY OF THE CZECH REPUBLIC

Memorandum of Partnership and Cooperation.
J Parties: The NRB and the Technology Agency of the Czech Republic
/ Date of conclusion: 19 March 2018

/ Subject-matter: Cooperation on the common interest in the support of research, experimental development and innovation
with a focus on support to 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: The Ministry of Industry and Trade, the NRB, CzechInvest, Business and Investment Development Agency, CzechTrade,
CzechTourism, the Czech Export Bank, the Export Guarantee and Insurance Corporation and the Technology Agency of the
Czech Republic

J Date of conclusion: 2 October 2018

J Subject-matter: Cooperation between partners through the exchange of information, sharing contacts, coordination of activi-
ties, strengthening horizontal links and other activities.

10. PROVISION OF BANKING SERVICES

Agreement on the opening and maintenance of a special current account number 20/2022/UT.
J Parties: The NRB and MUFIS a.s.
/ Date of conclusion: 26 May 2022

/ Subject-matter: Agreement on the opening and maintenance of a special current account in CZK.

Internet Banking Agreement No. 09/2022/1B.
J Parties: The NRB and MUFIS a.s.
J Date of conclusion: 26 May 2022

/ Subject-matter: Mutual agreement of the parties enabling remote access of the client to NRB Internet Banking.

Agreement on settlement of over-the-counter trades and transactions number 1/2015/MOT.
J Parties: The NRB and the Czech Export Bank
/ 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.
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Agreement on cooperation in payments made by type A postal orders.
J Parties: The NRB 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: The NRB and the State Fund for Transport Infrastructure
/ Date of conclusion: 26 May 2017

J Subject-matter: Establishment 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.

Agreement on the opening and maintenance of a special current account number 09/2022/UKT.
J Parties: The NRB and Podpiirny a garan¢ni rolnicky a lesnicky fond, a.s.
J Date of conclusion: 19 April 2022

/ Subject-matter: Agreement on the opening and maintenance of a special current account in CZK with an overdraft facility.

Internet Banking Agreement No. 06/2022/IB.
J Parties: The NRB and Podpiirny a garan¢ni rolnicky a lesnicky fond, a.s.
J Date of conclusion: 19 April 2022

/ Subject-matter: Mutual agreement of the parties enabling remote access of the client to NRB Internet Banking.

Agreement on the opening and maintenance of a special current account number 04/2022/UT.
J Parties: The NRB and NRI
/ Date of conclusion: 26 April 2022

/ Subject-matter: Agreement on the opening and maintenance of a special current account in CZK, an account for a subsidiary.

Internet Banking Agreement No. 07/2022/IB.
J Parties: The NRB and NRI
/ Date of conclusion: 26 April 2022

/ Subject-matter: Mutual agreement of the parties enabling remote access of the client to NRB Internet Banking.

Agreement on the opening and maintenance of a special current account number 10/2022/U.
J Parties: The NRB and NRI
/ Date of conclusion: 26 April 2022

J 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 11/2022/U.
/ Parties: The NRB and NRI
# Date of conclusion: 26 April 2022

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 22/2023/U.
J Parties: The NRB and NRI
/ Date of conclusion: 9 August 2023

J Subject-matter: Agreement on the opening and maintenance of special accounts in CZK, an account for a subsidiary (NATO 2023
Fund).

Agreement on the opening and maintenance of a special current account number 06/2022/UT.
J Parties: The NRB and CPP Transgas, s.p.
/ Date of conclusion: 30 March 2022

/ 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 2/2022/UT.
J Parties: The NRB and NRF
/ Date of conclusion: 4 April 2022

/ Subject-matter: Agreement on the opening and maintenance of a special current account in CZK.

Internet Banking Agreement No. 02/2022/1B.
J Parties: The NRB and NRF
J Date of conclusion: 4 April 2022

/ Subject-matter: Mutual agreement of the parties enabling remote access of the client to NRB Internet Banking.

1. OTHER

Agreement on the use of a payment machine to pay for postal services number 2017/26469.
J Parties: The NRB 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: The NRB and Ceska posta, s.p.
J Date of conclusion: 20 December 2018

/ Subject-matter: Agreement on the conditions and use of the Hybrid Mail service.

12. FINANCIAL MARKETS

During 2023, the NRB accepted funds from the Czech Export Bank, MUFIS a.s., the NRI, the NRF and CPP Transgas, s.p., in the form
of short-term deposits and 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 8 February 2024

ﬂ\
m |-
’lZméé Nidetzky Pavel Kl‘ivc;roika
Chairman of the Board of Directors Member of the Board of Directors
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HEADQUARTERS

Premyslovska 2845/43

130 00 Prague 3-ZiZkov

Phone: 255 721 111

E-mail: podatelna@nrb.cz, www.nrb.cz

BRANCHES

BRNO BRANCH

Sumavska Tower A (11th floor), Sumavska 525/33, 602 00 Brno
Phone: 538 702 199
E-mail: infobrno@nrb.cz

ANNUAL REPORT OF THE NRB — 2023 — CONTACT DETAILS

HRADEC KRALOVE BRANCH

Na Brné 1972, 500 06 Hradec Kralové
Phone: 498 774 199
E-mail: infohradec@nrb.cz

OSTRAVA BRANCH

Ceskobratrska 3321/46, Ostrava
Phone: 597 583 199
E-mail: infoostrava@nrb.cz

PLZEN BRANCH

Podébradova 2842/1, 301 00 Pilsen 3 -Jizni Predmésti
Phone: 378 775 199
E-mail: infoplzen@nrb.cz

PRAGUE BRANCH

Premyslovska 2845/43, 130 00 Prague 3 -Zizkov
Phone: 255 721199
E-mail: infopraha@nrb.cz
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