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Quarterly Report

Section 1 Information on the Bank
Sec. 1.1 (a)
Business name: Volksbank CZ, a.s.
Legal form: joint-stock company
Registered office: Praha 2, Nové Mésto, Lazarska 8, ZIP code: 120 00
Company registration No.: 25 08 33 25
Sec. 1.1 (b)

Date of incorporation into Commercial Registry: 31%' October 1996
Date when last change was recorded: 20" August 2008
(Change in the record of origin of membership of the

member of Board of Directors)

Sec. 1.1 (c)
Amount of the invested capital recorded in the Commercial Registry:  CZK 2,005,380,000

Sec. 1.1 (d)
Amount of the paid up invested capital: CZK 2,005,380,000

Sec. 1.1 (e)
Information on emitted shares:
308,561 pcs book registered common shares in the nominal value of CZK 5,000
92,515 pcs book registered priority shares in the nominal value of CZK 5,000

Sec. 1.1 (f)
Information on acquisition of own shares and interim certificates and other securities
Volksbank CZ, a.s. does not have any own shares, interim certificates or any other securities.

Sec. 1.1 (h)
Information on shareholders with qualified interest in the bank
Volksbank International AG, joint stock company, with the registered office at Saturn Tower, Leonard-
Bernstein-Stralle 10, A-1220 Vienna, Austria, is a shareholder of Volksbank CZ, a.s. with the qualified
interest pursuant to Sec.17a, para. 4 of the Act no. 21/1992 Coll. on banks. The share on voting rights

amounts to 98.50 %.

Sec. 1.2
Overall organisation structure forms Annex No. 1.
Number of organisation units: 48
Number of branches: 59
Average number of employees on record, recalculated: 645
Sec. 1.3

Information on the structure of the consolidation whole
Volksbank CZ, a.s. does not have a statutory obligation to compile consolidated financial statements

and does not form a consolidation whole.
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The company controlling Volksbank CZ, a.s. is Osterreichische Volksbanken Aktiengesellschaft, joint
stock company, with the registered office at Kolingasse 19, 1090 Vienna, Austria. The above-
mentioned company controls Volksbank CZ, a.s. indirectly by means of the senior partner, which is
Volksbank International AG, joint stock company with the registered office at Saturn Tower, Leonard-
Bernstein-Strae 10, A-1220 Vienna, Austria.

Section 2 Information on the Bank’s Activities

Sec. 2 (a)
Overview of activities resulting from the permit to act as a bank (licence)
On 24.5.2004 the Czech National Bank, pursuant to Sec. 1, para. 3 of the Act no. 6/1993 Coll. on
Czech National Bank, as later amended, and pursuant to the Act no. 21/1992 Coll., the bank licence to
Volksbank CZ, a.s., which substitutes the permit to perform banking activities pursuant to the decision
of CNB as of 20.12.1996, ref no. V 44/12-96. The licence was issued based on the administrative
proceedings initiated by the Czech national bank on its own incentive due to the so-called relicensing
of domestic banks in relation to the harmonization of the CR law with the EU law and the amendment

of the Act on banks coming into effect as of 1.5.2004.

The licence was issued for activities specified under Sec. 1, para. 1 (a) and (b) of the Act no. 21/1992
Coll. on banks, as later amended and it includes the following:
a) receiving deposits from the public,
b) providing loans/credits,
as well as for activities under Sec. 1, para. 3 of the Act, i.e.:
a) investing in securities on the bank’s own account,
b) financial leasing,
c) payments and clearing,
d) issuing payment instruments, such as payment cards, traveller's cheques,
e) providing guarantees,
f)  managing money collection,
g) providing investment services including:

- main investment service pursuant to Sec. 4, para. 2 (a) of the Act no. 256/2004 Coll. on capital
market trading (hereinafter referred to as “Act on capital market trading”), receiving and handing
over orders related to investment instruments, in relation to investments instruments pursuant to
Sec. 3, para. 1 (a) and (b) of the Act on capital market trading,

- main investment service pursuant to Sec. 4, para. 2 (c) of the Act on capital market trading, trading
with investment instruments on the bank’s own account, in relation to investment instruments
pursuant to Sec. 3, para. 1 (a) and (b) of the Act on capital market trading

- main investment service pursuant to Sec. 4, para. 2 (e) of the Act on capital market trading,
subscribing or placing emissions of investment instruments, in relation to investment
instruments pursuant to Sec. 3, para. 1 (a) and (b) of the Act on capital market trading,

- complementary investment service pursuant to Sec. 4, para. 3 (a) of the Act on capital market
trading, managing investment instruments, in relation to investment instruments pursuant to Sec.
3, para. 1 (a) and (b) of the Act on capital market trading,
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- complementary investment service pursuant to Sec. 4, para. 3 (b) of the Act on capital market
trading, depositing investment instruments, in relation to investment instruments pursuant to Sec.
3, para. 1 (a) and (b) of the Act on capital market trading,

- complementary investment service pursuant to Sec. 4, para. 3 (d) of the Act on capital market
trading, consulting activity related to the structure of the capital, industrial strategy and the
related issues as well as the provision of advice and services related to the transformation of
companies or transfers of enterprises,

- complementary investment service pursuant to Sec. 4, para. 3 (e) of the Act on capital market
trading, consulting activity related to investments into investment instruments, in relation to
investment instruments pursuant to Sec. 3, para. 1 (a) and (b) of the Act on capital market trading.

i) financial brokerage,

j) executing the function of investment fund depository,

k) foreign exchange activities (purchasing foreign currency),

I) providing banking information,

m) trading on the bank’s or client’s account with foreign exchange values and gold in this extent:

- trading on the bank’s or client’s account with funds in foreign currency
- trading on the bank’s or client’s account with rights valuable by money
- trading on the bank’s or client’s account with gold

n) renting safe-deposit boxes,

0) activities directly related to activities mentioned in the bank licence of Volksbank CZ, a.s.

Sec. 2 (b)

Overview of activities actually undertaken by the bank

accepting deposits from the public,

providing credits and loans,

investing into securities on the bank’s own account,

payment and clearing,

issuing payment instruments, such as payment cards, traveller’'s cheques,

providing guarantees,

opening letters of credits,

managing money collection,

providing investment services including:

main investment service pursuant to Sec. 4, para. 2 (a) of the Act no. 256/2004 Coll.
on capital market trading (hereinafter referred to as “Act on capital market trading”),
receiving and handing over orders related to investment instruments, in relation to
investments instruments pursuant to Sec. 3, para. 1 (a) and (b) of the Act on capital
market trading

main investment service pursuant to Sec. 4, para. 2 (c) of the Act on capital market
trading, trading with investment instruments on the bank’s own account, in relation to
investment instruments pursuant to Sec. 3, para. 1 (a) and (b) of the Act on capital
market trading

main investment service pursuant to Sec. 4, para. 2 (e) of the Act on capital market
trading, subscribing or placing emissions of investment instruments, in relation to
investment instruments pursuant to Sec. 3, para. 1 (a) and (b) of the Act on capital
market trading

complementary investment service pursuant to Sec. 4, para. 3 (a) of the Act on capital
market trading, managing investment instruments, in relation to investment
instruments pursuant to Sec. 3, para. 1 (a) and (b) of the Act on capital market trading
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- complementary investment service pursuant to Sec. 4, para. 3 (b) of the Act on capital
market trading, depositing investment instruments, in relation to investment
instruments pursuant to Sec. 3, para. 1 (a) and (b) of the Act on capital market trading

- complementary investment service pursuant to Sec. 4, para. 3 (d) of the Act on capital
market trading, consulting activity related to the structure of the capital, industrial
strategy and the related issues as well as the provision of advice and services related
to the transformation of companies or transfers of enterprises

- complementary investment service pursuant to Sec. 4, para. 3 (e) of the Act on capital
market trading, consulting activity related to investments into investment instruments,
in relation to investment instruments pursuant to Sec. 3, para. 1 (a) and (b) of the Act
on capital market trading

— financial brokerage,

— executing the function of investment fund depository,

— foreign exchange activities (purchasing foreign currency),

— providing banking information,

— trading on the bank’s or client’s account with foreign exchange values and gold in this extent:

- trading on the bank’s or client’s account with funds in foreign currency
- trading on the bank’s or client’s account with rights valuable by money
- trading on the bank’s or client’s account with gold

— renting safe-deposit boxes.
Sec. 2 (c)
Overview of activities the execution or providing of which was restricted or excluded
Since the bank initiated its activities there has not been any restriction or exclusion of activities
executed or provided by Volksbank CZ, a.s.

Section 3 Information on Relations with Entities Controlled by the
Bank and Entities, in which the Bank is a Senior Partner

Volksbank CZ, a.s. does not control any Entity, nor is the Bank a Senior Partner in other Entities.
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Section 4 Information on Relations with the controlling entities and
the entity that is a senior partner in the Bank

4.1.a) Volksbank International AG, Vienna

In thousands of CZK 31.12.2007 31.3.2008 30.6.2008 30.9.2008
4.1.b) |Direct or indirect share of the bank on the registered capital in % 98| 98 98 98
4.1.c) |Direct or indirect share of the bank on voting rights in % 98 98| 98 98
4.1.d) |Other method of controlling 0 0 0 0
4.1.e) |Total receivables 550,277 164,713 170,831 1,368,815
4.1.e) [Total payables 2,133,963 1,563,190 4,220,294 6,989,699
Total amount of securities that the bank has in assets and that are
4.1f) [issued by the controlling entity (netto) 0 0 0 0
Total amount of the bank's liabilities from securities issued by the
; : 0 0 0 0
4.1.f) |controlling entity
Total amount of the guarantees issued by the bank in favour of
i~ 0 0 0 0
4.1.9) [these entities
4.1.g) [Total amount of the guarantees received from such entities 1,230,020, 1,123,630 1,100,120 1,112,692

Section 5 Information on relations with members of the
Supervisory Board, Board of Directors and other Bank’s

Senior Management
Sec. 5.1 (a)

Information on members of the Supervisory Board, members of the Board of Directors and

other Bank’s senior management

SUPERVISORY BOARD

CHAIRMAN
Dr. BOSCHERT Friedhelm

Appointed on: 24 April 2008

Experience: 20 years of banking experience, 13 years of management experience
Membership of other companies’ bodies

Company Country Function

Volksbank International AG Austria Chairman of the Board of Directors
Volksbank BH d.d. Bosnia and Herzegovina |Chairman of the Supervisory Board
VVB-Holding AG Austria Member of the Supervisory Board
Volksbank-Invest GmbH Austria Member of the Supervisory Board
IK Investmentbank AG Austria Member of the Supervisory Board
Vienna Economic Forum Austria Member of the Board of Directors

VICE-CHAIRMAN
Dr. BRAMERDORFER Engelbert

Appointed on: 30 May 2005

Experience: 10 years of banking experience, 7 years of management experience
Membership of other companies’ bodies

Company Country Function
Vice-Chairman of the Supervisory
Magyarorszagi Volksbank Zrt. Hungary Board
Vice-Chairman of the Supervisory
Volksbank BH d.d. Bosnia and Herzegovina |Board
Electron Bank Ukraine Member of the Board of Directors
Volksbank CZ, a.s., Lazarska 8, 120 00 Praha 2 7
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SUPERVISORY BOARD MEMBERS

UGOLINI Gabriele
Appointed on: 24 April 2008

VOLKSBANK
CESKA REPUBLIKA

Experience: 34 years of banking experience, 22 years of management experience

Membership of other companies’ bodies

Company

Country

Function

Volksbank BH d.d.

Bosnia a Herzegovina

Member of the Supervisory Board

Mag. SZENKUROK Peter
Appointed on: 24 April 2008

Experience: 13 years of banking experience, 7 years of management experience

Membership of other companies’ bodies

Company

Country

Function

VVolksbank BH d.d.

Bosnia a Herzegovina

Member of the Supervisory Board

Ing. HORNICEK Jindfich
Appointed on: 18 August 2005

Experience: 7 years of banking experience, 1 years of management experience

Membership of other companies’ bodies

Company

Country

Function

X

X

X

Ing. VLCEK Lubo$
Appointed on: 18 August 2005

Experience: 10 years of banking experience, 15 years of management experience

Membership of other companies’ bodies

Company

Country

Function

X

X

X

BOARD OF DIRECTORS

CHAIRMAN
LURF Johann
Appointed on: 24 April 2008

Experience: 32 years of banking experience, 21 years of management experience

Membership of other companies’ bodies

Company

Country

Function

X

X

X

MEMBERS OF THE BOARD OF DIRECTORS

Ing. VITHA Véaclav
Appointed on: 24 April 2008

Experience: 16 years of banking experience, 10 years of management experience

Membership of other companies’ bodies

Company

Country

Function

X

X

X
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Ing. KORINEK Tomas

Appointed on: 30 November 2005
Experience: 15 years of banking experience, 11 years of management experience

VOLKSBANK
CESKA REPUBLIKA

Membership of other companies’ bodies
Company Country Function
X X X
MANAGEMENT
Date of appointment Years of experience

Title, surname and name Function into the function banking | management
Bc. ADAMEC Zdenék Head of Information Security Office 1.11.2005 6 0
BELTRAMOVA Ivana Head of Treasury Settlement Dept. 1.1.1999 32 10
Ing. CACKA Julius Head of Financial Security Dept. 1.3.2002 14 22
Ing. DOBRICKY Igor Head of Organisation, IT Div. 7.6.2005 10 2
Ing. DVORAK Mojmir Head of Corporates Moravia Div. 2.4.2002 16 15
Ing. HOLUB Libor Head of Financial Management Dept. 1.2.2005 6 14
KLOUCEK Zdenék Head of Corporate Risk Management 25.1.2007 11 7
Ing. KORBAS Tomas Head of Trade Finance Dept. 1.1.2004 10 6
Ing. KORINEK Tomas Head of Section 002 1.12.2005 15 11
LURF Johann Head of Section 001 1.6.1996 32 21
Ing. Mgr. MINARIKOVA Lenka |Head of HR Management Dept. 1.7.2002 6 5
Ing. MERTA Petr Head of Public Sector Dept. 6.10.1998 24 17
MIGLIORINI Giorgio Head of International Desk Dept. 27.4.1999 40
Ing. NECESAL Karel Head of Sales Support Dept. 2.4.2002 5
Ing. PETR Karel Head ‘geTprfaS“ry [ Treasury Securifies & 15 4 5902 13 13
Ing. PLANETOVA Olga Head of Audit/Revision Dept. 31.12.2003 4 3
Mgr. POTUCEK Vaclav Head of Compliance & AML 1.1.2008 1 0
Ing. RING Jan Head of Retail Risk Management Dept. 1.3.2006 14 6
Ing. ROHACEK JiFi Head of Riskcontrolling&Reporting Dept. 23.5.2003 5
SEDLACEK Jan Head of Credit Administration Dept. 1.9.2006 10
Ing. VITHA Vaclav MBA Head of Section 003 1.3.2002 16 10
Ing. VLCEK Lubo$ Head of Property Administration Dept. 20.1.1998 9 14
VOJACKOVA Romana Head of Payment System Dept. 1.5.2001 14 10
VOGERL Andreas Head of Retail Div. 1.11.2002 25 15
Membership in bodies of other companies

Title, surname and name Company Country Function

Mgr. AUJESKA Martina

Spolecenstvi vlastnik Jurkovi¢ova

Czech Republic

Member of the Committee

Ing. BARTOZEL Jan

Spoleénstvi vlastnikd jednotek domi

Czech Republic

Vice-Chairman of the Committee

Ing. CACKA Julius

Dam Kosik 1079, bytové druzstvo

Czech Republic

Chairman of the Board of Directors

Ing. DOSTAL Norbert

TOP OPTIMAL, s.r.o.

Czech Republic

Chief Executive

Ing. DVORAK Mojmir

Bytové druzstvo najemnikd, Masarykova 2

Czech Republic

Chairman of the Board of Directors

EBELOVA Markéta

Spolecéenstvi vlastnik( jednotek

Czech Republic

Chairman of the Committee

FILIPOVA Michaela

Slunecni ostrov, obec

Ceska republika

Member of the Managing Board

GROHMANN Milan, DiS.

Spolecenstvi Stavbar 370-372

Czech Republic

Member of the Committee

HOSTALEK Pavel

Spolec¢enstvi vlastniku

Czech Republic

Member of the Committee

Bc. JANDA Miroslav

Druzstvo vlastnik domu Pohnertova

Czech Republic
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Directors




Spolecenstvi pro dim Pohnertova

Czech Republic

VOLKSBANK
CESKA REPUBLIKA

Vice-Chairman of the Committee

Ing. JANDOROVA Lenka

Eurion, s.r.o.

Czech Republic

other

Ing. JASKOVA Lenka

Spolecenstvi vlastnik( jednotek

Czech Republic

Chairman of the Committee

JERMAR Otakar

CAFE & NETPOINT a.s.

Czech Republic

Member of the Supervisory Board

KASPARKOVA Zdenka

OVOSPOL-Banov, s.r.o.

Czech Republic

Chief Executive

Ing. KORBAS Tomas

TATRA REAL s.r.o.

Czech Republic

Chief Executive, Partner

LYSAK Jifi

Vychodoceska dopravni, a. s.

H.B.N., a. s.

Czech Republic

Czech Republic

Chairman of the Supervisory
Board
Chairman of the Supervisory
Board

Ing. MALOVANY Milo$

Spolecenstvi viastnik 725,726

Czech Republic

Member of the Committee

MIGLIORINI Giorgio CEKOPETROL, s.r. 0. Czech Republic |Partner
MIWA s. r. 0. Czech Republic |Partner

MOTALOVA Petra G.D.L.B. spol. sr.o. Czech Republic |Partner

Mgr. NOVAKOVA Iveta EDUO, spol.s.r.o. Czech Republic |other

Ing. NOVAKOVA Andrea

Spolecenstvi vlastnikd jednotek

Czech Republic

Member of the Committee

Ing. NOZICKOVA Jana MBA

StredoCeska spisovna s.r.o.
StfedocCeska investi¢ni s.r.o.
BIBI s.r.o.

Farma Polabi s.r.o.

Czech Republic
Czech Republic
Czech Republic
Czech Republic

Chief Executive
Holder of Procuration
Chief Executive
Partner

Ing. PETRU Ale$

AS reality s.r.o.

Czech Republic

Chief Executive

PIVONKOVA - OCZADLA Eva

Spolec€enstvi vlastnik( jednotek

Czech Republic

Member of the Committee

POSPICHALOVA Dana

Obecni Ufad Radostin

Czech Republic

other

STURGYIK Jaroslava

Spol. vlastnikd M.Majerové 481/4

Czech Republic

Member of the Committee

STANEK Vlastimil

Bytové druzstvo Vancurova, druzstvo

Czech Republic

Vice-Chairman of the Board of
Directors

Bc. STYXOVA Monika

Spolecensti pro dim Zderad

Czech Republic

Member of the Committee

Ing. SVACINA Jan

Spolecenstvi pro diim U Tvrze

Czech Republic

Chairman of the Committee

Ing. SILHAN Josef

Spolecenstvi pro dim Prazska

Czech Republic

Chairman of the Committee

TOMASKOVA Jana

Topol, s.r.o.

Czech Republic

Chief Executive

Ing. TOMSOVIC Ivo

Spolecenstvi viastnika

Czech Republic

Chairman

Ing. VALKOVIC Juraj

Dam u Lavky, spole€enstvi viastnikl

Czech Republic

Chairman of the Committee

Mgr. VELISKOVA Hana

Cirkev ¢eskoslovenska

Czech Republic

other

Sec. 5.1. (b)

Information on the total amount of loans provided by the bank to the members of the

Supervisory Board, members of the Board of Directors and other bank’s senior management

In thousands of CZK 31.12.2007 31.3.2008 30.6.2008 30.9.2008

Total amount of loans provided by the bank to members of the

Supervisory Board 6,411 6,463 6,364 6,321

Total amount of the loans provided by the bank to members of the

Board of Directors 0 0 0 0

Total amount of loans provided by the bank to the bank's senior

management 15,804 16,134 16,900 17,210
Sec. 5.1. (c)

Information on the total amount of guarantees provided by the bank to the members of the

Supervisory Board, members of the Board of Directors and other bank’s senior management

In thousands of CZK 31.12.2007 31.3.2008 30.6.2008 30.9.2008

Total amount of guarantees issued to members of the Supervisory|

Board, Board of Directors, and senior management 0 0 0 0
Volksbank CZ, a.s., Lazarska 8, 120 00 Praha 2 10
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Section 6 Information on the Bank’s Results and Risk Management

Sec. 6.1,6.3,6.5
The quarterly balance sheet and the quarterly profit and loss statement and the quantitative
and other indices are stated in Annex no. 2 and 2.1.

Sec. 6.4

Qualitative information on Risk Management
Volksbank CZ maintains a conservative approach to risk management. This approach results from the
applicable legal regulations and risk strategy of the Group. The Bank uses a system of regulatory and
internal limits. The limits are set, and adherence to them is regularly monitored.

The overriding general principles in the process of risk management are a sufficient volume of capital
for covering risks, optimisation of the relationship between risk and expected return, an effective
internal control system, the proper segregation of duties, identification and analysis of risks, portfolio
diversification, and accuracy and completeness of the data in the Bank’s system. The management of
the Bank is regularly informed with regard to the level of risk undertaken, and the risk management
system is monitored and evaluated.

The Bank’s Board of Directors plays a key role in risk management’s organisational structure. The
Board determines the risk management strategy; approves the Bank’s control documentation,
including limits and authorised guidelines; and decides upon the most important risk positions. The
Asset and Liability Management Committee (ALCO) monitors the balance sheet structure and
authorises the relevant risk positions or limits. Departments directly subordinate to the board member
responsible for risk management analyse the Bank’s risk positions, monitor compliance with
established limits, report on the results of their findings, and, as appropriate, approve their own risk
positions within the scope of their assigned authorities.

As from the middle of 2007, there came into validity the new Czech National Bank Decree
N0.123/2007 Coll., Stipulating the Prudential Rules for Banks, Credit Unions, and Securities Dealers.
This decree formulates regulatory requirements for risk management and implements the rules
proposed by the Basel Il international accord and established by a European directive. In those
aspects of risk management defined by the Decree, the Bank during 2007 made use of the transitional
period to prepare for full application of new regulatory rules starting from 2008.

In light of Volksbank CZ’s results, the risk management system is considered to be efficient and
effective.

Credit risk management

The providing of loan products is one of the Bank’s most important business activities, and the
emphasis given to managing credit risk reflects that fact. This process is defined by regulatory
requirements as well as by rules reflecting the strategy of the parent company.
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At the level of individual loan exposures, in assessing a credit application the Bank places particular
emphasis, among other aspects, on analysing the client’s financial situation, his or her ability to repay
the provided loan from cash flow, the purpose for executing the transaction, the experience with the
client to date, and the quality of the collateral. The assessment and approval of credit proposals is
independent from the selling units. Authorisation powers are delegated by the parent company or the
Board of Directors and are segmented by value into several layers.

For existing exposures, the Bank carries out regular monitoring of individual clients as well as for
broader, economically similar groups. This process increases the probability for timely recognition of
future client defaults. It includes assessing the client’s current financial situation, along with monitoring
the collateral’s value and fulfiiment of the contractual conditions. For cases of debtor defaults, the
Bank has established a system to address problematic loans in a timely manner. This reduces the
probability of incurring losses from providing loans.

At the loan portfolio level, moreover, the Bank maintains a system of measuring and monitoring its
quality. Analysis is conducted of the portfolio’s condition and development, including to take into
account the accepted collateral. The observance of regulatory and internal limits is monitored,
including limits of concentrating risk into individual economic sectors. Volksbank CZ is in compliance
with all regulatory limits for its investment portfolio exposure. The process also includes quantifying the
credit risk level in the form of estimated losses from degradation at the portfolio level.

Volksbank CZ is preparing its transition to calculating the capital adequacy for credit risk of the
investment portfolio based on the internal ratings-based (IRB) approach. The credit quality of each
client is assessed using an internal rating system. In total, seven rating systems are available for
various types of clients. Within each rating system, a client is classified at one of 20 points on the
internal rating scale (another five points correspond to the default status of a client). Each point
corresponds to a fixed one-year probability of the client’'s default. This probability is used as one of the
parameters in the decision-making process. The rating tools are regularly tested and adjusted
accordingly to ensure that the estimated probabilities of default are continuously made more precise.

Market risk management

The main instrument for managing market risk is a system of limits for individual types of market risks.
Compliance with these limits is regularly monitored and the findings are reported to the Board of
Directors, the ALCO, and the appropriate business units. The limits are established internally in
cooperation with the parent company or are based on the relevant CNB regulations. Stress testing of
the market risks is carried out regularly.

An important principle of the market risk management system is the timely, accurate and complete
recording of all transactions, as well as their proper valuation. For these purposes, the Bank uses the
support of the Reuters Kondor+ software.

With regard to currency risk, the Bank manages its risk position by trading on the currency market.
The risk position is defined as the difference between the assets and liabilities in the respective
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currency. It also includes currency derivatives traded with clients. The risk position is monitored daily
and compared with the applicable limits.

The Bank’s exposure to interest rate risk is defined as the difference between the values of interest-

bearing assets and of interest-bearing liabilities. Nevertheless, the key parameter is the remaining time
before the possibility to adjust the interest rates of individual interest exposures in response to
changes in market interest rates. The total interest rate exposure is monitored daily using gap
analysis. This is done separately for each currency but also on an aggregated basis for all currencies.
The sensitivity to changes in market interest rates is measured using the PVBP indicator.
Management of the interest rate exposure includes the use of interest rate swaps and other fixed-
interest instruments such as mortgage backed securities or loans taken. As the result of a project
across the Volksbank Group, a new application is being implemented that will enable more detailed
simulations and stress testing.

Exposure to securities market volatility occurs especially in relation to bond portfolios held. Bond
purchases are subject to applicable limits, and these especially emphasise the credit rating of the
issuer. Volksbank CZ is not exposed to share price risk, because it primarily offers services related to
equity trades to clients who are trading for their own accounts.

Liquidity risk

Management of liquidity risk begins with daily analysis of the actual residual maturities of assets and
liabilities, which are examined both in the main individual currencies and on an aggregate basis for all
currencies. Based on this analysis, the Bank monitors daily the compliance with liquidity limits that are
established internally. The structure of limits is based upon a ratio of assets to liabilities with a given
period of residual maturity.

In managing the short-term liquidity position, the Bank includes planned and expected cash flows for
five business days in advance. For the purpose of long-term forecasting, a scenario for liquidity risk
management is regularly prepared that includes data on the existing as well as planned structure of
the balance sheet. This scenario is submitted to the ALCO.

A contingency liquidity plan is prepared for the possibility that extraordinary circumstances would
threaten the Bank’s liquidity position.

Operational risk

As part of its internal regulations, Volksbank CZ has an internal database of the requisite regulations
for operational risk management, including those for the areas of information security, continuity of
operations, and anti-money laundering. The Bank has also established a system of control

mechanisms for those individual processes that are basic elements of operational risk management.

An Operational Risk Office has been established within the Bank’s organisational structure. This unit is
responsible for methodical operational risk management and provides support to the specialised units

in this area.
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The operational risk management process includes identification and recording, evaluation and
valuation of risks, designing measures for their minimisation, along with controlling implementation of
the designed measures and their effectiveness. The Bank applies the operational risk management

process at the levels of both actual events and hypothetical risks.

Every identified event is assessed and considered individually, and the measures to be taken are
designed in accordance not only with the frequency of the event’'s occurrence and the amount of the
realised or anticipated loss or profit, but also its seriousness and cause of origin. The objective is to
ensure that the measures taken will effectively minimise or eliminate occurrences of similar events in

future.

The Bank is involved in a Group-wide project for managing and monitoring operational risk. Starting in
2008, Volksbank CZ will apply the standard approach in calculating the capital requirements for

operational risk.

Section 7 Annual Report
The Annual report of the Volksbank, CZ, a.s. for 2007 is published at the website at www.volksbank.cz

in the menu On the Bank/Annual Reports. This document is freely available for downloading.
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Annex no. 1
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Annex Nno. 2 -in accordance with International Financial Reporting Standards (IFRS)
A. INFORMATION ON THE BANK’S RESULTS PURSUANT

1. Balance sheet

CZK ‘000 31.12.2007 | 31.3.2008 | 30.6.2008 | 30.9.2008

1-14 | Total assets 36,448,496 | 37,581,460 | 41,934,768 | 47,345,028
1. Cash and due from central banks 809,266 869,016 834,066 1,220,499
2. Financial assets for trading 419,897 513,203 586,883 550,105
2.1 Derivatives for trading with positive fair value 159,576 252,070 328,072 293,557
2.2 Capital markets instruments for trading 0 0 0 0
23 Debt securities for trading 260,321 261,133 258,811 256,548
2.4 Receivables for trading 0 0 0 0
3. Financial assets at fair value reported through profit and loss 0 29,977 28,693 7,317

Capital markets instruments at fair value reported through profit and
3.1 loss 0 0 0 0
3.2 Debt securities at fair value reported through profit and loss 0 29,977 28,693 7,317
3.3 Receivables at fair value reported through profit and loss 0 0 0 0
4. Financial assets available for sale 167,013 164,290 163,162 166,889
4.1 Capital markets instruments available for sale 167,013 164,290 163,162 166,889
4.2 Debt securities available for sale 0 0 0 0
4.3 Receivables available for sale 0 0 0 0
5. Loans and other receivables 33,868,338 | 34,779,582 | 39,118,861 | 44,211,371
5.1 Non-tradable debt securities 0 0 0 0
5.2 Receivables 33,868,338 | 34,779,582 | 39,118,861 | 44,211,371
6. Financial investments held to maturity 758,813 760,986 758,626 710,633
6.1 Debt securities held to maturity 758,813 760,986 758,626 710,633
6.2 Receivables held to maturity 0 0 0 0
7. Hedging derivatives with positive fair value 0 0 0 0
8. Positive fair value changes in the hedging portfolio 0 0 0 0
9. Tangible assets 266,017 254,602 252,483 252,824
9.1 Property, plant and equipment 266,017 254,602 252,483 252,824
9.2 Real estate investments 0 0 0 0
10 Intangible assets 80,822 80,519 79,458 89,178
10.1 Goodwill 0 0 0 0
10.2 Other intangible assets 80,822 80,519 79,458 89,178
11. Investments in affiliates, subsidiaries and joint ventures 0 0 0 0
12 Tax receivables 30,974 30,978 31,256 69,284
121 Current tax receivables 0 0 0 38,955
12.2 Deferred tax receivables 30,974 30,978 31,256 30,329
13. Other assets 47,356 98,307 81,279 66,928
14. Non-current assets and disposals within group designated for sale 0 0 0 0
1-19 | Total liabilities and shareholders’ equity 36,448,496 | 37,581,460 | 41,934,767 | 47,345,028
1-11 | Total liabilities 32,309,492 | 33,318,904 | 36,727,916 | 42,179,042
1. Deposits, loans and other financial liabilities to central banks 0 0 0 0
2. Financial derivatives for trading 154,106 260,295 342,412 215,065
21 Derivatives for trading with negative fair value 154,106 260,295 342,412 215,065
2.2 Liabilities from short-selling 0 0 0 0
2.3 Deposits, loans and other financial liabilities for trading 0 0 0 0
2.4 Debt securities issued and intended for near-term purchase 0 0 0 0
3. Financial liabilities at fair value reported through profit and loss 0 0 0 0
Deposits, loans and other financial liabilities at fair value reported through
3.1 profit or loss 0 0 0 0
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3.2 Debt securities issued at fair value reported through profit or loss 0 0 0 0
3.3 Subordinated liabilities at fair value reported through profit or loss 0 0 0 0
4. Financial liabilities at amortised cost 31,370,443 | 31,797,162 | 35,174,898 | 41,149,886
4.1 Deposits, loans and other financial liabilities at amortised cost 27,953,582 | 27,885,017 | 31,113,668 | 37,021,972
Deposits and other financial liabilities at amortised cost due to financial
4.1.1 | institutions 7,416,058 | 7,597,152 (10,639,787 | 14,141,790
Deposits and other financial liabilities at amortised cost due to entities
4.1.2 | other than financial institutions 20,537,524 | 20,287,837 | 20,470,580 | 22,879,800
4.1.3 | Other financial liabilities at amortised cost not broken down by segment 0 28 3,301 382
4.3 Debt securities issued at amortised cost 3,147,133 | 3,651,991 | 3,819,224 3,874,613
4.4 Subordinated liabilities at amortised cost 269,728 260,154 242,006 253,301
5. Financial liabilities associated with asset transfers 0 0 0 0
6. Hedging derivatives with negative fair value 0 0 0 0
7. Negative fair value changes in the hedging instrument portfolio 0 0 0 0
8. Provisions 7,632 7,632 9,029 11,582
9. Tax payables 77,119 77,119 30,684 0
9.1 Current tax payables 77,119 77,119 30,684 0
9.2 Deferred tax payables 0 0 0 0
10. Other liabilities 700,192 1,176,696 | 1,170,893 802,509
11. Liabilities associated with disposals within group designated for sale 0 0 0 0
12-19 | Total shareholders’ equity 4,139,004 | 4,262,556 | 5,206,851 5,165,986
12. Share capital 1,682,800 | 1,682,800 | 2,005,380 2,005,380
13. Share premium 2,017,210 | 2,017,210 | 2,694,628 2,694,628
14. Other shareholders’ equity 0 0 0 0
15. Funds from re-measurement and other revaluation differences 4,060 4,046 4,146 6,895
16. Reserve funds 36,867 36,867 52,863 52,863
17. Retained earnings (accumulated losses) from previous periods 78,144 398,067 176,253 176,253
18. Treasury shares 0 0 0 0
19. Profit (loss) from current period 319,923 123,566 273,581 229,967
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2. Profit and loss account
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CZK ‘000 31.12.2007 31.3.2008 30.6.2008 30.9.2008
1. Profit from financial and operating activities 1,328,205 398,468 832,363 | 1,276,725
1.1 Interest income 1,476,172 498,914 | 1,045,252 1,662,765
1.2 Interest expense -506,883 -190,468 -407,227 -675,098
1.3 Dividend income 0 0 0 0
1.4 Fee and commission income 399,173 102,669 216,440 323,204
15 Fee and commission expense -81,765 -16,455 -35,749 -52,150
Realised gains or losses from financial assets and liabilities not reported
1.6 | at fair value through profit or loss -760 60 -315 -907
1.7 Profit (loss) from financial assets and liabilities for trading 40,800 8,096 13,547 20,342
Profit (loss) from financial assets and liabilities reported at fair value
1.8 | through profit or loss 0 -495 =717 -22
1.9 Profit (loss) from hedge accounting 0 0 0 0
1.10 Foreign exchange differences 14,794 943 6,320 7,320
1.1 Profit (loss) from de-recognition of assets other than held for sale 0 0 0 0
1.12 Other operating income 6,510 517 5,314 7,145
1.13 Other operating expense -19,836 -5,313 -10,502 -15,874
2. Administrative expense -655,865 -174,131 -359,726 -534,637
2.1 Staff costs -387,752 -104,269 -214,116 -312,509
2.2 Other administrative expense -268,113 -69,862 -145,610 -222,128
3. Depreciation -68,859 -20,378 -41,050 -62,196
4. Additions to provisions -266 0 -2,000 -4,554
5. Impairment losses -163,729 -46,994 -83,184 -407,010
Impairment losses on financial assets not reported at fair value through
5.1 | profit or loss -163,729 -46,994 -83,184 -407,010
5.2 Impairment losses on non-financial assets 0 0 0 0
6. Negative goodwill charged directly to profit or loss 0 0 0 0
7. Share in profit or loss of affiliates, subsidiaries and joint ventures 0 0 0 0
8. Profit or loss from non-current assets and disposals within group 670 1 931 1,491
1-8 | Profit or loss before taxes from ongoing operations 440,156 156,966 347,334 269,819
9. Income tax expense -120,233 -33,400 -73,753 -39,852
10. | Profit or loss after taxes 319,923 123,566 273,581 229,967
10.1 Profit or loss after taxes from ongoing operations 319,923 123,566 273,581 229,967
10.2 Profit or loss after taxes from discontinued operations 0 0 0 0
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3. INFORMATION ABOUT RECEIVABLES FROM FINANCIAL ACTIVITIES, CURRENT AND IN DEFAULT

Provisions for

Provisions for

Provisions | the receivables | the receivables | Cumulative
. . Value before | for individual portfolio portfolio for losses from
To the end of the reporting period impairment accounts individually individually fair value
receivable before insignificant valuation
impairment receivables
Total receivables from financial activities 44,210,713 723,248 77,019 0
Receivables from credit institutions 5,837,314 0 0
Current receivables from credit institutions 5,837,314 0 0 0
Standard receivables from credit
institutions 5,837,314 0 0
Watch receivables from credit institutions 0
Receivables in default from credit institutions 0 0 0
Substandard receivables from credit
institutions 0 0
Doubtful receivables from credit institutions
Loss receivables from credit institutions
Receivables from entities other than credit
institutions 38,373,398 723,248 77,019 0 0
Current receivables from entities other than
credit institutions, 36,887,914 0 77,019 0 0
Standard receivables from entities other
than credit institutions 33,099,386 0 62,625 0 0
Watch receivables from entities other than
credit institutions 3,788,528 0 14,394 0 0
Receivables in default from entities other
than credit institutions 1,485,484 723,248 0 0 0
Substandard receivables from entities
other than credit institutions 976,556 49,353 0 0 0
Doubtful receivables from entities other
than credit institutions 262,085 44,367 0 0 0
Loss receivables from entities other than
credit institutions 246,843 629,528 0 0 0
Provisions for Provisions for
Provisions | the receivables | the receivables | Cumulative
To the end of the first previous quarter Value before | for individual portfolio portfolio for losses from
P q impairment accounts individually individually fair value
receivable before insignificant valuation
impairment receivables
Total receivables from financial activities 39,118,480 310,258 168,061
Receivables from credit institutions 3,476,866 0 0
Current receivables from credit institutions, 3,476,866 0 0
Standard receivables from credit
institutions 3,476,866
Watch receivables from credit institutions 0 0 0
Receivables in default from credit institutions 0 0 0
Substandard receivables from credit
institutions
Doubtful receivables from credit institutions 0 0
Loss receivables from credit institutions
Receivables from entities other than credit
institutions 35,641,614 310,258 168,061 0 0
Current receivables from entities other than
credit institutions, 34,886,780 0 168,061 0 0
Standard receivables from entities other
than credit institutions 31,313,862 0 168,061 0 0
Watch receivables from entities other than
credit institutions 3,572,918 0 0 0 0
Receivables in default from entities other
than credit institutions, 754,834 310,258 0 0 0
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other than credit institutions 356,603 25,497 0 0 0
Doubtful receivables from entities other
than credit institutions 251,581 19,449 0 0 0
Loss receivables from entities other than
credit institutions 146,650 265,312 0 0 0
Provisions for Provisions for
Provisions | the receivables | the receivables | Cumulative
To the end of the second previous Value before | for individual portfolio portfolio for losses from
quarter impairment accounts individually individually fair value
receivable before insignificant valuation
impairment receivables
Total receivables from financial activities 34,774,133 288,758 161,784
Receivables from credit institutions 2,430,458 0 0
Current receivables from credit institutions 2,430,458 0 0
Standard receivables from credit
institutions 2,430,458
Watch receivables from credit institutions 0
Receivables in default from credit institutions 0
Substandard receivables from credit
institutions
Doubtful receivables from credit institutions
Loss receivables from credit institutions
Receivables from entities other than credit
institutions 32,343,675 288,758 161,784 0 0
Current receivables from entities other than
credit institutions 31,823,264 8,428 161,784 0 0
Standard receivables from entities other
than credit institutions 30,342,818 0 161,784 0 0
Watch receivables from entities other than
credit institutions 1,480,446 8,428 0 0 0
Receivables in default from entities other
than credit institutions 520,411 280,329 0 0 0
Substandard receivables from entities
other than credit institutions 267,068 19,471 0 0 0
Doubtful receivables from entities other
than credit institutions 168,702 22,605 0 0 0
Loss receivables from entities other than
credit institutions 84,641 238,253 0 0 0
Provisions for Provisions for
Provisions | the receivables | the receivables | Cumulative
. . Value before | for individual portfolio portfolio for losses from
To the end of the third previous quarter impairment accounts individually individually fair value
receivable before insignificant valuation
impairment receivables
Total receivables from financial activities 33,868,338 243,992 161,784 0
Receivables from credit institutions 3,707,254 0 0
Current receivables from credit institutions 3,707,254 0 0 0
Standard receivables from credit
institutions 3,707,254 0
Watch receivables from credit institutions 0
Receivables in default from credit institutions 0 0 0 0
Substandard receivables from credit
institutions 0
Doubtful receivables from credit institutions
Loss receivables from credit institutions 0
Receivables from entities other than credit
institutions 30,161,084 243,992 161,784 0 0
Current receivables from entities other than
credit institutions 29,614,883 23,625 161,784 0 0
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than credit institutions 28,557,367 0 161,784 0
Watch receivables from entities other than

credit institutions 1,057,516 23,625 0

Receivables in default from entities other

than credit institutions 546,201 220,367 0 0 0
Substandard receivables from entities

other than credit institutions 380,042 15,178 0
Doubtful receivables from entities other

than credit institutions 87,129 72,132 0
Loss receivables from entities other than

credit institutions 79,031 133,058 0
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4. INFORMATION ON RECEIVABLES BEFORE AND AFTER IMPAIRMENTS
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Value before

Cumulative

. . Provisions losses from fair Carrying value (net))
impairment .
] value valuation
To the end of the reporting
period
Receivables Receivables Receivables Receivables Receivables
valued at fair valued at valued at fair valued at valued at fair
value accrued value value accrued value value
Receivables before impairment XX XX 43,757,917
Receivables after impairment 800,267 0 1,408,465
Value before e
; . Provisions losses from fair Carrying value (net))
impairment .
] ) value valuation
To the end of the first previous
quarter
Receivables Receivables Receivables Receivables Receivables
valued at fair valued at valued at fair valued at valued at fair
value accrued value value accrued value value
Receivables before impairment XX XX 39,067,589
Receivables after impairment 478,319 0 586,774 0
Value before Cumulative
; . Provisions losses from fair Carrying value (net))
impairment .
value valuation
To the end of the second
previous quarter
Receivables Receivables Receivables Receivables Receivables
valued at fair valued at valued at fair valued at valued at fair
value accrued value value accrued value value
Receivables before impairment XX XX 33,865,521 0
Receivables after impairment 450,542 0 1,505,737
Value before Cumulative
; ) Provisions losses from fair Carrying value (net))
impairment .
) ) value valuation
To the end of the third previous
quarter
Receivables Receivables Receivables Receivables Receivables
valued at fair valued at valued at fair valued at valued at fair
value accrued value value accrued value value
Receivables before impairment XX XX 33,197,803
Receivables after impairment 405,776 0 1,129,046
Volksbank CZ, a.s., Lazarska 8, 120 00 Praha 2 22

Tel. +420 221 969 911, fax +420 221 969 951, IC: 25 08 33 25, DIC: CZ25083325
E-mail: mail@volksbank.cz, Internet: www.volksbank.cz
Entered in Companies Register kept by Municipal Court in Praha, Section B, Insert No. 4353 since 1996.




5. INFORMATION ON RESTRUCTURING OF RECEIVABLES

Restructured receivables for the accounting period in the amount before impairment
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31.12.2007 31.3.2008  30.6.2008 30.9.2008
Receivables valued at accrued value 4,496 2,984 121,796 29,900
Receivables valued at fair value 0 0| 0 0|
6. INFORMATION CONCERNING DERIVATIVES
31.12.2007 31.3.2008 30.6.2008 30.9.2008
Derivatives held for trading — assets
fair value 159,576 252,070 328,072 293,557
nominal (notional) value 8,815,577, 7,294,899 6,349,052 7,181,036
Derivatives held for trading - liabilities
fair value 154,106 260,295 342,412 215,065
nominal (notional) value 8,810,621 7,303,242 6,363,558 7,095,694
7. RATIO INDICATORS
31.12.2007 31.3.2008 30.6.2008 30.9.2008
a) Capital adequacy 12.57% 11.61%) 13.07% 12.74%
b) Return on average assets (ROAA) 1.06%| 1.34%) 1.43%| 0.76%
c) Return on average tier 1 capital (ROAE ) 12.18% 13.24% 14.00% 7.32%
d) Assets per employee 57,399 57,376 62,683 66,872
e) Administration costs per employee -1,033 -1,063 -1,075 -1,007
if) Net profit or loss after tax per employee 504 755 818 433
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VOLKSBANK
CESKA REPUBLIKA

B. INFORMATION ABOUT THE CAPITAL

Summary information on the conditions and character of the capital and its components:

The process of managing the capital is carried out in close communication with the bank’s
shareholders. Its goals are to:

* ensure the bank’s long-term stability in relation to the existing risks,

* uphold the regulatory rules for capital coverage of risks (capital adequacy), and

* maintain such amount of capital as needed to support continuing expansion of the business.

In coordination with the parent company, a situation is maintained wherein the bank has at its disposal
a volume of capital that surpasses the regulatory capital adequacy requirements. During 2007, there
occurred substantial year-to-year growth in capital when the bank’s shareholders contributed to an
increase in the registered capital. An additional significant increase has been realised in the second
quarter of 2008.

The dominant capital component is core capital (Tier 1). Additional capital (Tier 2) is used only to a
limited extent, and capital to cover markets risks (Tier 3) is not used at all.

Information on individual components of the capital

CZK 000s 31.12.2007  31.3.2008 30.6.2008 30.9.2008
Capital 4,000,400 | 3,987,853 5,088,617 5,086,597
Core capital (Tier 1) 3,734,200 | 3,734,503 4,849,666 4,839,946
Registered capital paid up and registered in the Commercial Register 1,682,800 | 1,682,800 2,005,380 2,005,380
Shares in treasury 0 0 0 0
Share premium 2,017,210 | 2,017,210 2,694,628 2,694,628
Reserve funds and undistributed profit 115,011 115,011 229,116 229,116
Statutory reserve funds 36,867 36,867 52,863 52,863
Other funds from distributed profit 0 0 0 0
Undistributed profit from previous periods 78,144 78,144 176,253 176,253
Other items excluded from core capital -80,822 -80,519 -79,458 -89,178
Goodwill
Intangible assets other than goodwill -80,822 -80,519 -79,458 -89,178
Negative valuation differences from fair value changes realized on
financial instruments
Participating securities issued by an entity with a qualified interest in
the bank 0 0 0 0
Additional capital (Tier 2) 266,200 253,350 238,950 246,650
Items excluded form core and additional capital (Tier 1 + Tier 2) 0 0 0 0
Capital to cover market risks(Tier 3) 0 0 1 1
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C. INFORMATION ON CAPITAL REQUIREMENTS

VOLKSBANK
CESKA REPUBLIKA

Summary information regarding the approach of Volksbank CZ, a.s. in assessing the
sufficiency of capital established internally with a view to current and future activities

(internally established and maintaining capital adequacy):

The system of internally established capital is applied centrally at the Volksbank group level and

includes in particular the following components:
« the risk management strategy,

» identification of those risks that the bank faces in its activities (in addition to credit, market and
operational risks, for example, liquidity risk or concentration risk),
» quantification of those risk measures in the form of capital needed for their coverage (internally

established capital needs), aggregation of the results for individual risks,
» establishing the bank’s capacity for risk and in that context the maximum acceptable amount of

risk,

* monitoring and assuring that the internally established capital resources are sufficient in view of

the internally established capital needs, and

» strategic planning while taking into account future capital needs.

The system corresponds to the bank’s size and character, as well as to the extent and complexity of

the activities it conducts. Quantifiable risks are evaluated in the form of internally established capital
needs while the remaining part of the capital sources is used for covering other types of risks. The

risks taken on are thus prudently covered by the internally established capital resources.

Information on capital requirements by individual category

CZK 000s 31.12.2007 31.3.2008 30.6.2008 30.9.2008
Total capital requirements 2,546,597 2,546,597 3,114,163 3,195,176
Total capital required for credit risk 2,538,576 2,633,624 2,968,334 3,049,347
Total capital required for credit risk under Standardized Approach (STA) 2,633,624 2,968,334 3,049,347
Capital required under the STA for all exposures 2,633,624 2,968,334 3,049,347
Capital required under the STA for exposures to institutions 112,942 125,483 150,351
Capital required under the STA for corporate sector exposures 1,851,849 2,086,466 2,124,831
Capital required under the STA for retail sector exposures 493,243 583,944 603,624
Capital required under the STA for exposures securing real estate 58,344 71,545 87,298
Capital required under the STA for exposures in default 8,739 16,259 4,267
Capital required under the STA for exposures to covered bonds 44 442 117
Capital required under the STA for exposures to funds in collective

investment 2,887 2,190 2,211
Capital required under the STA for other exposures 105,576 48,935 36,968
Total capital required for market risk under the STA 8,021 0 0 0
Capital required under the STA for interest rate risk 8,021 0 0 0
Capital required under the STA for equity risk 0 0 0 0
Capital required under the STA for currency risk 0 0 0 0
Capital required under the STA for commodity risk 0 0 0 0
Total capital required for operational risk under the STA 114,600 145,829 145,829
Capital required for operational risk under the STA 114,600 145,829 145,829
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