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INTRODUCTION

The Annual Report of Privatbanka, a.s. (hereinafter the “Bank”) has been prepared pursuant to Article 77

of Act No

. 566/2001 Coll. on Securities and Investment Services, as amended, pursuant to Article 20 of

Act No. 431/2002 Coll. on Accounting, as amended, and pursuant to Article 37 of Act No. 483/2001 Coll.
on Banks and on Amendments to Certain Acts, as amended.

1. IDENTIFICATION OF THE REPORTING ENTITY

Business nhame: Privatbanka, a.s.

Registered office: Einsteinova 25, 851 01 Bratislava

Company ID: 31634419

Date of incorporation: 9 August 1995

Founder: Fond narodného majetku Slovenskej republiky, Driefiova 27, 821 01

Bratislava, Slovak Republic,
Slovenska poistoviia, a.s., Strakova 1, 815 74 Bratislava, Slovak

Republic,
Slovenska sporitelfia, a.s., Zelena 2, 816 07 Bratislava, Slovak
Republic

Share capital: EUR 25 120 648.06

Contact person: Ing. Eva HireSova

Tel.: 02/3226 6111

Fax: 02/3226 6900

E-mail: privatbanka@privatbanka.sk

Website: www.privatbanka.sk

2. SCOPE OF BUSINESS

The banking licence was granted to the Bank for the following activities:
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-
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11.
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13.
14.
15.
16.

Receipt of deposits

Provision of loans

Investing in securities on own account

Trading on own account

a) With money market financial instruments in euros and a foreign currency, including foreign
exchange activities

b) With capital market financial instruments in euros and a foreign currency

c) With coins made of precious metal, commemorative banknotes and coins, sheets of
banknotes, and sets of coins for circulation

Administration of a client's receivables on the client's account, including related advisory

services

Finance lease

Provision of guarantees; opening and confirmation of letters of credit

Provision of business advisory services

Issue of securities, participation in issuing securities, and provision of related services

Financial intermediation

Custody of valuables

Safe hire

Provision of banking information

Acting as a depository according to a special regulation

Processing of banknotes, coins, commemorative banknotes and coins

Provision of investment services, investment activities, and ancillary services in accordance

with Article 79 (1) and in connection with Article 6 (1) and (2) of Act 566/2001 Coll. on

Securities and Investment Services and on an Amendment to Certain Acts, as amended, in

the following scope:

. Acceptance and forwarding of the client's instructions for one or several financial

instruments related to the following financial instruments:
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a) Convertible securities

b) Money market instruments

¢) Trustee shares or securities issued by foreign collective investment entities

d) Futures, swaps, forwards concerning currencies, interest rates or yields to be settled
by their delivery or cash

Execution of a client's instructions on the client's account in relation to the following

financial instruments:

a) Convertible securities

b) Money market instruments

¢) Trustee shares or securities issued by foreign collective investment entities

d) Futures, swaps, forwards concerning currencies, interest rates or yields to be settled
by their delivery or cash

Trading on own account in relation to the following financial instruments:

a) Convertible securities

b) Money market instruments

c) Trustee shares or securities issued by foreign collective investment entities

d) Futures, swaps, forwards concerning currencies, interest rates or yields to be settled
by their delivery or cash

Portfolio management in relation to the following financial instruments:

a) Convertible securities

b) Money market instruments

¢) Trustee shares or securities issued by foreign collective investment entities

d) Futures, swaps, forwards concerning currencies, interest rates or yields to be settled
by their delivery or cash

Investment consulting in relation to the following financial instruments:

a) Convertible securities

b) Money market instruments

c) Trustee shares or securities issued by foreign collective investment entities

d) Futures, swaps, forwards concerning currencies, interest rates or yields to be settied
by their delivery or cash

Underwriting and placement of financial instruments upon a firm commitment in relation

to the following financial instruments:

a) Convertible securities

b) Money market instruments

c) Trustee shares or securities issued by foreign collective investment entities

Placement of financial instruments without a firm commitment in relation to the following

financial instruments:

a) Convertibie securities

b) Money market instruments

c) Trustee shares or securities issued by foreign collective investment entities

Custody and management of financial instruments on a client's account, including

custodian management and related services, in particular the management of cash and

financial collaterals in relation to the following financial instruments:

a) Convertible securities

b) Money market instruments

¢) Trustee shares or securities issued by foreign collective investment entities

Granting of loans and borrowings to an investor to be able to trade one or several financial

instruments if the lender or provider of the borrowing is involved in the transaction

Trading of foreign exchange values if they are associated with the provision of investment

services

Performance of investment surveys and financial analysis or other forms of general

recommendation for trading in financial instruments

Services related to the underwriting of financial instruments

17. Provision of payment services and settlement
18. Issue and administration of electronic money
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3. PUBLICATION OF THE ANNUAL REPORT

The Annual Report is published on the Bank’s website.

4. CONSOLIDATED FINANCIAL STATEMENTS
(Article 77 (2) (b1) of Act No. 566/2001 Coll. on Securities and Investment Services, as amended)

Pursuant to Article 22 (12) of Act No. 431/2002 Coll. on Accounting, as amended the Bank did not
prepare consolidated financial statements for the year ended 31 December 2020, since the subsidiary
Privatfin, s.r.o., with its registered office at Einsteinova 25, 851 01 Bratislava, Company ID: 36 037 869,
does not have a significant impact on the Bank’s consolidation group. The judgment on the financial
position, expenses, revenues and results of operations of the Bank’s consolidation group has not been
significantly affected by preparing only the Bank’s separate financial statements.

5. AUDIT OF FINANCIAL STATEMENTS
(Article 77 (2) (a) of Act No. 566/2001 Coll. on Securities and Investment Services, as amended)
(Article 20 (1) of Act No. 431/2002 Coll. on Accounting, as amended)

The Bank's financial statements as at 31 December 2020 prepared in accordance with International
Financial Reporting Standards, as adopted by the European Union, were audited by Deloitte Audit s.r.o.,
with its registered office at Digital Park II, Einsteinova 23, 851 01 Bratislava, Licence SKAu No. 014 on
9 April 2021.

6. REPORT ON FINANCIAL POSITION

a) INFORMATION ABOUT THE BANK’'S DEVELOPMENT, PRESENT CONDITIONS OF THE
BANK AND SIGNIFICANT RISKS AND UNCERTAINTIES THE BANK FACED IN THE 2019
PERIOD
(Article 77 (2) (b1) of Act No. 566/2001 Coll. on Securities and Investment Services, as amended)
(Article 20 (1) (a) of Act No. 431/2002 Coll. on Accounting, as amended)

2020 was a year marked by the COVID-19 pandemic for Privatbanka, a.s., the banking sector and the
world. The pandemic affected virtually every area of people’s lives as well as the activities and results
of companies around the world. Privatbanka, a.s. was no exception and the pandemic took its toll on
the Bank's financial results.

Despite the difficult situation, the Bank generated a net profit of EUR 6.1 million in 2020. Despite the

decrease in profit compared to 2019 by about one third, the Bank generated a return on equity (ROE)
of 6.7% in 2020.
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Comparison of Financial Indicators

"EUR 000 31.12.2020 31.12.2019 Change Change in %
Total assets 711 857 767 710 (55 853) (7%)
Cash and balances with central banks 131629 129 530 2099 2%
Loans and advances to banks 19791 16 506 3285 20%
Loans and advances to customers 318 089 393024 (74 935) (19%)
Securities 234 070 221 934 12 136 5%
Due to banks 26014 70704 (44 690) (63%)
Deposits from customers 577 861 587 069 (9 208) (2%)
Debt securities issued - 7943 (7 943) (100%)
Share capital 25121 25121 - -
Equity 99 643 93 821 5822 6%
Regulatory capital 92 907 84 114 8793 10%
Adequacy of regulatory capital 20.05% 156.75% 4.30%

As in previous years, net interest income and net fee and commission income were the most significant
sources of the Bank’s profit in the last year. Net interest income amounted to EUR 12.4 million at year-
end EUR and decreased only slightly compared to 2019 despite the difficult situation. The COVID-19
pandemic had the greatest impact on net fee and commission income. This totalled EUR 9.4 million at
the end of 2020, a y/y decrease by approximately one third. The decrease is due to lower fees in private
banking, as clients postponed investments of this kind as a result of the pandemic.

The Bank’s total assets at the end of 2020 amounted to EUR 711.9 million. Total assets decreased by
EUR 55.9 million y/y, mainly due to a decrease in liabilities to the ECB (EUR -29.7 million) and other
banks (EUR -15.0 million).

The loan portfolio decreased to EUR 318.1 million at the end of 2020, but it still made a significant
contribution to the Bank’s profit and net interest income. Due to the impact of the pandemic on the
acquisition of new clients and financing of new projects, the Bank focused on its existing clients and
addressed their requirements. The Bank was also able to ensure ensure the repayment of risky loans,
which resulted in a year-on-year decrease in the loan portfolio.

Last year, the Bank increased its equity to EUR 99.6 million, a 6% yl/y increase. The Bank's regulatory
capital will be increased by the 2020 profit, as the entire profit will be retained in the Bank. The regulatory
capital constitutes a sufficient capital reserve for the Bank's activities even in the current turbulent period.

As at 31 December 2020, the adequacy of regulatory capital amounted to 20.05% and increased by
4.3 percentage point in 2020.

The Bank has no impact on the environment. The Bank’s activities in 2020 had no significant impact on
employment in individual regions of the Slovak Republic.

The Bank's activities in 2020 were significantly affected by the COVID-19 pandemic, which was aiso
reflected in the Bank’s results, as stated above.

Further details regarding the Bank's results for 2020 are disclosed in the financial statements and notes
thereto.
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b) INFORMATION ABOUT EVENTS OF PARTICULAR IMPORTANCE THAT OCCURRED
AFTER THE END OF THE REPORTING PERIOD AS AT 31 DECEMBER 2020
(Article 20 (1) (b) of Act No. 431/2002 Coll. on Accounting, as amended)

As at the annual report date, there have been no significant events after the end of the reporting period
as at 31 December 2020, which would require a material adjustment to the amounts or disclosures in
the financial statements as at 31 December 2020.

c) INFORMATION ABOUT THE BANK’S ANTICIPATED ECONOMIC AND FINANCIAL
POSITION IN 2021
(Article 77 (2) (d) of Act No. 566/2001 Coll. on Securities and Investment Services, as amended)
(Article 20 (1) (c) of Act No. 431/2002 Coll. on Accounting, as amended)

The Bank’s activities in 2020 were significantly affected by the COVID-19 pandemic, which was also
reflected in the Bank’s results, as stated above.

In 2021, private banking and directly-related activities, eg asset management, will continue to be the
principal area for the Bank's activities. In addition to private banking, the Bank will continue to focus on
corporate banking, particularly the provision of loans to corporate clients.

In private banking, the Bank’s goal for 2021 is to continue to increase the volume of clients’ assets
managed by the Bank. Qualitatively, the aim of the Bank is to provide private clients with highly-individual
and flexible services, as regards asset management and other related areas. Issuance of corporate
promissory notes and corporate bonds to be arranged by the Bank primarily for shareholder group
entities will continue to represent a major part of the product range. In 2021, the Bank will also focus on
the sale of third-party products, which should contribute to the growth of the volume of clients’ assets
managed by the Bank.

As regards corporate banking, the Bank will continue to develop its existing loan portfolio to further
improve the Bank’s capital and funding options. Due to the probable impact of the pandemic on the
acquisition of new clients and the financing of new projects, the Bank will focus on its existing clients
and address their requirements. As regards strategy, the Bank continues to apply its proven method of
providing loans based on good security and the client’s track record.

In 2021, the Bank’s goal is to maintain or partially expand the product range for standard clients, to
which it provides services through a network of regional investment centres and branches. Funds from
the general public represent a substantial share of the funds base of the Bank’s balance sheet business.
In 2021, the Bank plans to continue the sale of public issues of corporate bonds for retail clients. In
2021, the Bank plans no major changes in its regional network.

In aggregate terms, the Bank plans to report a profit/(loss) after tax of EUR 7.6 million and total assets
of EUR 662 million at the end of 2021.

The Bank will have no impact on the environment. In 2021, its activities will not substantially impact
employment in individual regions of the Slovak Republic.

The ongoing COVID-19 pandemic creates uncertainties that may affect the Bank's financial results in
2021, both in private banking (general client uncertainty and its impact on investment uncertainty) and
in corporate lending (individual client difficulties, absence of new business plans). Even after the end of
the pandemic, it can be expected that some of its consequences will remain, such as significantly more
frequent use of electronic communication with clients and within the Bank (with regional offices), more
widespread home office etc, which will also affect the activities and position of the Bank in the future.
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d) INFORMATION ABOUT COSTS OF RESEARCH AND DEVELOPMENT
(Article 20 (1) (d) of Act No. 431/2002 Coll. on Accounting, as amended)

In 2020, the Bank records no costs of research and development.

e) INFORMATION ABOUT THE ACQUISITION OF OWN SHARES, TEMPORARY BONDS,
EQUITIES AND SHARES, AS WELL AS TEMPORARY BONDS AND EQUITIES OF THE
CONTROLLING ENTITY
(Article 20 (1) (e) of Act No. 431/2002 Coll. on Accounting, as amended)

The Bank does not carry out the said transactions.

f) INFORMATION ABOUT THE PROPOSED 2020 PROFIT DISTRIBUTION
(Article 20 (1) (f) of Act No. 431/2002 Coll. on Accounting, as amended)

EUR ‘000 2020
Allotment to retained earnings 6132
Profit for the current reporfing period after tax 6132

g) INFORMATION ABOUT THE 2019 PROFIT DISTRIBUTION
(Article 77 (2) (c) of Act No. 566/2001 Coll. on Securities and Investment Services, as amended)

EUR ‘000 2019
Allotment to retained earnings 9117
Profit for the current reporting period after fax 9117

h) 1INFORMATION ABOUT DATA REQUIRED UNDER SPECIAL REGULATIONS
(Article 20 (1) (g) of Act No. 431/2002 Coll. on Accounting, as amended)

The Annual Report has been prepared pursuant to Article 77 of Act No. 566/2001 Coll. on Securities
and Investment Services, as amended, and pursuant to Article 37 of Act No. 483/2001 Coll. on Banks
and on Amendments to Certain Acts, as amended.

i) INFORMATION ABOUT WHETHER THE BANK HAS AN ORGANISATIONAL UNIT ABROAD
(Article 20 (1) (h) of Act No. 431/2002 Coll. on Accounting, as amended)
As at 31 December 2020, in the Czech Republic the Bank provided investment services, and acceptance

and forwarding of instructions related to one or more financial instruments through a branch of the
foreign bank, which was registered in the Business Register of the Czech Republic on 8 January 2018.
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i) SUMMARY OF RECEIVED BANK LOANS AND OTHER LOANS
(Article 77 (2) (b2) of Act No. 566/2001 Coll. on Securities and Investment Services, as amended)

EUR ‘000 2020
Loan received from the ECB 26 007
Total due to banks 26 007

As at 31 December 2020, loans received from the ECB comprise a loan of EUR 26 410 thousand due
in March 2021. This loan is secured by securities at a fair value of EUR 36 416 thousand, which are
disclosed in the Statement of Financial Position as "Securities at fair value through other comprehensive
income”, and securities at an amortised cost of EUR 14 216 thousand, which are disclosed in the
Statement of Financial Position as “Securities at amortised cost”.

k) SUMMARY OF ISSUED AND OUTSTANDING SECURITIES
(Article 77 (2) (b3) of Act No. 566/2001 Coll. on Securities and Investment Services, as amended)

Number Face value
ISIN Type Form Nature (pcs) (EUR, CM ‘000) Description of Rights
SK1110001619 Share Registered Book-entry security 756 874 0,03319 EUR Section 6l)

1) DESCRIPTION OF RIGHTS ATTACHED TO SHARES ISIN SK1110001619
(Article 77 (2) (b3) of Act No. 566/2001 Coll. on Securities and Investment Services, as amended)

The Company’s shareholder may be an individual or legal entity. A holder of an interim certificate is also
considered a shareholder.

The Company shall treat all shareholders equally in equal conditions.

The exercise of the shareholder’s rights may be restricted or suspended only based on law.

The basic rights of a shareholder include the right to participate in the Company’s management and to
share the Company's profit and the Company’s liquidation balance if it is dissolved by liquidation.

The shareholder is authorised to participate in and vote at the General Meeting, to request at the General
Meeting information and explanations related to the Company’s matters and to the matters of entities
controlled by the Company, which are associated with the subject of discussion at the General Meeting,
and to make proposals at the General Meeting and to be elected in the Company’s bodies.

The above rights may be exercised only by a person authorised to exercise these rights as at the decisive
date. The decisive date is a day specified in the invitation to the General Meeting or in the General Meeting
notice. This day may be a day, on which the General Meeting is held, or a day before the General Meeting;
however, no more than five days before the General Meeting is held. If the decisive date is not specified
in this way, the day on which the General Meeting is held shall be considered the decisive date.

f. The shareholder is entitled to a share in the Company's profit (dividend), which the General Meeting
decided to distribute. This share is determined by the ratio of the face value of the shareholder’'s shares
to the face value of shares of all shareholders. The right to a dividend may be exercised towards the
Company only by a person authorised to exercise these rights as at the decisive date. The decisive date
to determine a person authorised to exercise the right to a dividend shall be determined by the General
Meeting that decided to distribute the Company's profit, and this day may not be determined to be earlier
than the fifth day after the day on which the General Meeting is held and later than the 30™ day from the
day on which the General Meeting is held. If the General Meeting does not specify the decisive date to
determine the person authorised to exercise the right to a dividend, the 30™ day from the day on which
the General Meeting is held shall be considered the decisive date. The dividend is due within 60 days at
the latest from the decisive date determined in line with the previous sentence. The Company shall pay
the dividend to the shareholders at its own costs and risk. The shareholder is not required to return to the
Company a dividend received in good faith.

coo ®

o
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g. The shareholder is entitled to a share in the liquidation balance if the Company is dissolved by liquidation.

h. The Board of Directors shall provide each shareholder upon request at the General Meeting complete and
true information and explanations, which are related to the discussion at the General Meeting, or in writing
within 30 days at the latest from the day on which the General Meeting is held, unless the law provides
for otherwise.

i. The shareholder has the right to inspect the minutes from the meetings of the Supervisory Board; he/she
shall keep such obtained information confidential.

j- The shareholder has the right to inspect at the Company’s registered seat the deeds filed in the collection
of deeds pursuant to a special act and to request copies of these deeds or request that they be sent to a
specified address, at his/her own cost and risk.

k. The General Meeting decides by a majority of votes of the shareholders present, unless generally-binding
legal regulations or Articles of Association require another type of majority.

I. A decision of the General Meeting requires a two-thirds majority of votes of the shareholders present if it
decides on:

I A change of the Company'’s Article of Association;

il An increase in the Company’s share capital;

lll.  The issue of priority bonds or convertible bonds;

IV. A conditional increase in the Company's share capital associated with an issue of priority or
convertible bonds;

V. A decrease in the Company's share capital;

VI.  The dissolution of the Company;

VII. A change of the Company’s legal form if it ceases to be a bank;

VIII.  Termination of trading of the Company’s shares at a stock exchange;

IX.  The mandate of the Board of Directors to increase the share capital pursuant to Article 210 of the
Commercial Code;

X. The restriction of the shareholder's right to priority underwriting of shares if necessitated by
important interests of the Company;

XI.  Other matters, if explicitly provided for in a generally-binding legal regulation.

m) CONVERTIBLE BONDS
(Article 77 (2) (b4) of Act No. 566/2001 Coll. on Securities and Investment Services, as amended)

The Bank issued no convertible bonds.

n)  SPECIFICATION OF THE NATURE OF ACTIVITIES AND GEOGRAPHICAL LOCATION
(Article 77 (2) (f) of Act No. 566/2001 Coll. on Securities and Investment Services, as amended)
(Article 37 (6) (a) of Act No. 483/2001 Coll. on Banks and on Amendments to Certain Acts, as
amended)

The Bank’s core activities include the provision of a wide range of banking and financial services to
individuals and legal entities under a banking licence the scope of which is specified in clause 2.

As at 31 December 2020, the Bank performed its activities in the Slovak Republic through the Centre of
Banking Services in Bratislava (Centrum bankovych sluZieb), its network of three regional investment
branches in Banska Bystrica, Bratislava and Kosice, and ten regional investment centres for non-cash
operations in Bratislava, Brezno, Nitra, Dunajska Streda, Zilina, Tren&in, PreSov, Trnava, Prievidza and
Nové Zamky. As at 31 December 2020, in the Czech Republic the Bank provided investment services,
and acceptance and forwarding of instructions related to one or more financial instruments through a
branch of the foreign bank, which was registered in the Business Register of the Czech Republic on 8
January 2018. In addition to the activities above, as at 31 December 2020, the Bank also provided other
banking activities in the Czech Republic based on the right to the free cross-border activity in line with
Directive 2013/36/EU of the European Parliament and of the Council dated 26 June 2013 on access to
the activity of credit institutions and the prudential supervision of credit institutions and investment firms,
amending Directive 2002/87/EC and repealing Directives 2006/48/EC and 2006/49/EC.
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o) TURNOVER
(Article 77 (2) (g) of Act No. 566/2001 Coll. on Securities and Investment Services, as amended)
(Article 37 (8) (b) of Act No. 483/2001 Coll. on Banks and on Amendments to Certain Acts, as
amended)

The Bank’s turnover was EUR 28 483 thousand in 2020.

p) NUMBER OF FULL-TIME EMPLOYEES AS AT THE REPORTING DATE
(Article 77 (2) (h) of Act No. 566/2001 Coll. on Securities and Investment Services, as amended)
(Article 37 (6) (c) of Act No. 483/2001 Coll. on Banks and on Amendments to Certain Acts, as
amended)

The number of full-time employees was 179 as at 31 December 2020.

q) PROFIT ORLOSS BEFORE TAX
(Article 77 (2) (i) of Act No. 566/2001 Coll. on Securities and Investment Services, as amended)
(Article 37 (6) (d) of Act No. 483/2001 Coll. on Banks and on Amendments to Certain Acts, as
amended)

The Bank’s profit before tax amounted to EUR 8 187 thousand as at 31 December 2020.

r) INCOME TAX
(Article 77 (2) (j) of Act No. 566/2001 Coll. on Securities and Investment Services, as amended)
(Article 37 (6) (e) of Act No. 483/2001 Coll. on Banks and on Amendments to Certain Acts, as
amended)

The Bank’s income tax expenses amounted to EUR 2 055 thousand as at 31 December 2020.

s) RECEIVED SUBSIDIES FROM PUBLIC FUNDS
(Article 77 (2) (k) of Act No. 566/2001 Coll. on Securities and Investment Services, as amended)
(Article 37 (6) (f) of Act No. 483/2001 Coll. on Banks and on Amendments to Certain Acts, as
amended)

The Bank received no subsidies from public funds in 2020.

t) RETURN ON ASSETS DETERMINED AS THE RATIO OF NET PROFIT AND TOTAL ASSETS
(Article 77 (2) (e) of Act No. 566/2001 Coll. on Securities and Investment Services, as amended)
(Article 37 (6) (g) of Act No. 483/2001 Coll. on Banks and on Amendments to Certain Acts, as
amended)

The return on assets (ROA) amounted to 0.82% in 2020.
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7. INFORMATION ABOUT THE BANK’S RISK MANAGEMENT OBJECTIVES
AND METHODS, INCLUDING THE POLICY FOR HEDGING THE MAIN TYPES

OF PLANNED TRANSACTIONS USING HEDGING DERIVATIVES
(Article 20 (5) (a) of Act No. 431/2002 Coll. on Accounting, as amended)

In line with legislative requirements, the Bank’s objective as regards risk management is to ensure the
adequacy of individual risk exposures in relation to the amount of the Bank's regulatory capital,
diversification of risk for all risk factors identified and the maintenance of an acceptable liquidity position.
In addition to meeting market regulator requirements, the Bank has developed an internal system of
procedures, limits and reports which eliminates potential risks to which the Bank is exposed in its
business activities. In terms of risk exposures, the Bank is conservative and it does not engage in
speculative transactions.

The Bank has strict rules limiting exposures to the risk of exchange rate fluctuations. The Bank does not
open significant capital exposures and does not trade with commodities or their derivatives. The only
risk factor that the Bank may hedge using derivatives is the Banking Book’s interest rate risk. The interest
rate risk exposure of this portfolio, as well as of the Trading Book, is monitored daily using interest rate
sensitivity and it is reported regularly to the relevant authorities. The Bank used exclusively interest rate
swaps in the past to hedge this risk exposure resulting from the different duration of assets and liabilities.
Currently, the Bank has no hedging derivatives.

8. INFORMATION ABOUT PRICE RISKS, CREDIT RISKS, LIQUIDITY RISKS

AND CASH FLOW RISKS, TO WHICH THE BANK IS EXPOSED
(Article 20 (5) (b) of Act No. 431/2002 Coll. on Accounting, as amended)

The price change risk in the Bank is monitored and reported for all instruments that can be measured
at market values regardless of whether the price change has an impact on the Bank’s capital or its profit.
The price changes are monitored and reported to the Bank's middle and top management on a daily
basis. The Bank has stop/loss limits in place.

The credit risks limits for segment or country concentration and exposure limits are limited, besides
legislative requirements, by a system of credit limits for individual counterparties or groups of connected
entities. The use of credit limits or credit exposure in the Bank is monitored on a daily basis, including
reporting to the Bank's middle and top management.

The Bank has defined qualitative and quantitative liquidity limits combined with the liquidity position
development scenario and their use is regularly monitored and reported to middie and top management
of the Bank.

12
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