














































































































Notes to the Non-Consolidated Financial Statements for 2009

(3) The third group comprises “other short-term trade receivables”, primarily relating to
operating financing fees charged, commissions, etc.

Ad (1) Description of the method of establishing specific allowances for the first group

Specific allowances for commercial financing (leases, investment sales, loans) are established
for the portfolio of clients with non-standard debts (impaired exposure), i.e. for all clients whose
debt is more than 90 days overdue (2008 —more than 60 days; 30 days for operating financing).
Based on the size of the debt, clients are allocated to the (i) retail portfolio, or (ii) corporate
(individual) portfolio.

i) retail portfolio — allowances established on a pre-defined basis
~ ii) corporate portfolio — allowances established on an individual basis

1) Pre-defined assessment S

Homogenous receivables (with respect to the type of collateral, asset being financed, etc.) are
classified into categories based on the number of days past due (90-120 days, more than 120
days, and more than 360 days). Depending on the category, allowances are established as a
percentage of the total debt (for receivables that are 90-120 days overdue) or of the unsecured
receivable (for receivables that are more than 120 days overdue), with the percentage ranging. .
from 7 to 100 percent. The allowance percentage is set by group rules based on expected cash-
ﬂows from each portfoho of homogeneous recelvables takmg mto account the hlstoncal

ii) Ind1v1dua1 assessment
Individual assessment pertains to all clients/groups whose debt exceeds €200 thousand (CZK
5,500 thousand) and whose receivable is more than 90 days overdue and/or whose internal
rating has deteriorated. The allowance amount is derived from the amount of the unsecured
receivable by making an individual assessment and by estimating future cash flows.

Ad (2) Description of the method of establishing specific allowances for the second group

Allowances for operating (wholesale) financing are established individually by the Risk.

Management Division based on the ageing sh'ucture of recelvables the debtor’s credit status and n

the type of security.

The Company establishes allowances for individual receivables.at the amount of expected loss
resulting from the decrease in the carrying amount of the receivable, taking into account the net
realisable value of the collateral. The loss resulting from the-decrease ‘in the carrying amount -
equals the difference between the carrying amount of the receivable (decreased by the value of
the collateral) and the value of expected (future) cash flows (the expected return) arising from
this receivable.

Ad (3) Description of the method of establishing specific allowances for the third group

Other short-term receivables are trade receivables that are not directly related to individual .
-client contracts. They primarily include operating financing fees, commissions charged and
other receivables from suppliers and other entities, and commissions for the brokerage of
insurance due from insurance companies. _

Allowances for “other short-term receivables” are established based on the ageing structure of -
‘receivables as follows: a 50 percent allowance for receivables that are more than 180 days
overdue, and a 100 percent allowance for receivables that are more than 360 days overdue.
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Notes to the Non-Consolidated Financial Statements for 2009

Generic allowances

Generic allowances are established for the portfolio of clients with standard debts (performing
exposure), i.e. for all clients whose debt is not more than 90 days overdue. The allowance
amount is determined based on the measurement of expected losses arising from the standard
portfolio of clients, in accordance with the IBNR methodology, using the following key risk
indicators: PD (Probability of Default), LGD (Loss Given Default) and LCP (Loss Confirmation
Period). The Company started establishing generic allowances as of 2009.

Debt recovery process

The Company’s debt recovery process is a follow up to its payment reminder procedure. If a
client who is in arrears does not settle his debt after receiving a reminder, the Debt Recovery
Department will ask him — either by phone, or in person (through the staff of a contracted
collection agency) — to immediately pay the outstanding amount. If the client does not settle his
debt after the intervention by a collection agency, the Company will unilaterally withdraw from
the concluded contract and seek the seizure and realisation of the asset subject to the contract.
Following the seizure of the asset, the Accounts Receivable Department will draft the financial
settlement of the prematurely terminated contract, which is sent to the client (typically with a
request for payment of arrears). If arrears are not settled within the specified deadline, the
Company will, in most cases, seek repayment of the debt through arbitration procedures. If the
client fails-to settle his debt even after receiving the arbitration ruling, the Company w111 resort
‘to dlstramt proceedmgs to recover the outstandmg amount :
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Notes to the Non-Consolidated Financial Statements for 2009

30.2. Interest rate risk

Interest rate risk is the risk that the value of a financial instrument will change due to the
movement in market interest rates. The period over which the interest rate of a financial
instrument is fixed indicates to what extent the instrument is exposed to interest rate risk.

The Company uses its internal models to manage interest rate risk. The Company monitors the
difference between the interest rate of refinance resources and the interest rate of open lease and

other transactions.

The table below provides information about the extent to which the Company was exposed to
mterest rate risk 1 2009 and 2008, and i1s based on either the contractual maturity date of
financial instruments or, in the case of instruments whose interest rate changes before maturity,
the next repricing date. Those assets and liabilities for which no contractual maturity date has
been set or that bear no interest have been allocated to the Unspecified category.

2009 (CZK “000)

Upto3 From 3 From 1 Over S Unspecified TOTAL
months months  to 5 years years )
’ "~ to 1year - :
Assets
Cash and cash equivalents 20,137 . o . L o 20,137
Lease receivables 2,139,127 . . 2,972,640 4,378,015 26,561 - 9,516,343
Other trade receivables 807,289 . . 1,130,623 = 3,121,195 42,034 5,101,141
Tax receivables and other currentassets. . . . . . .~ .0 . 0 . T 142 068 . 142 068 .
Equity investments 746 671 . - 746 671
Intangible fixed assets and property, plant N
and equipment L . 1985298 . 1985298
TOTAL ASSETS 2,966,553 4,103,263 7,499,210 68,595 2,874,037 17,511,658
Liabilities and equity : .
Loans and liabilities arising from issued AR R o
debt securities 4,599,074 2,787,007 3,723,862 91,597 11,201,540
Trade payables ’ : 723,159 723,159
Tax and deferred tax liabilities ~.529,049 529,049
Provisions and other liabilities 156,717 156,717
Equity ] ] ] 4,901,193 4,901,193
TOTAL LIABILITIES AND EQUITY 4,599,074 - -~ 2,787,007 3,723,862 91,597 6,310,118 17,511,658
Net interest rate risk as at 31/12/2009 -1,632,521 1,316,256 3,775,348 -23,002  -3,436,081 0
2008 (CZK “000)
Upto3: From 3 From 1 Over 5. Unspecified TOTAL
months months  to S years ‘years '
to 1 year
Assets :
Cash and cash equivalents 19,252 _ 19,252
Lease receivables 2,568,076 . 4,448,714 6,766,603 61,644 13,845,037
Other trade receivables 1,460,943 627,563 1,403,600 11,689 3,503,795
Tax receivables and otlier current assets 74,569 74,569
Equity investments 746,671 746,671
Intangible fixed assets and property, plant-
and equipment 1,122,605 1,122,605
TOTAL ASSETS . 4,048,271 5,076,277 8,170,203 73,333 1,943,845 19,311,929
Liabilities and equity ) : : ’ - : : .
Loans and liabilities arising from issued :
debt securities ‘ 5,305,565 3,223,293 4,901,175 29,269 13,459,302
Trade payables . 589,412 589,412
Tax and deferred tax liabilities 478,351 478,351
Provisions and other liabilities 102,069 102,069
Equity : ' 4,682,795 4,682,795
TOTAL LIABILITIES AND EQUITY 5,305,565 3,223,293 4,901,175 29,269 5,852,627 19,311,929
Net interest rate risk as at 31/12/2008 -1,257,294 1,852,984 3,269,028 44,064  -3,908,782 0
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Average interest rates of significant assets and liabilities by main currencies as at 31 December

2009 and 2008:
2009 2008
CZK USD EUR GBP CZK USD EUR GBP

Assets

Cash and cash equivalents X X X X X X X X

Lease receivables 7.86%  4.93% 6.05% x  7.70% x 597% X

Other trade receivables 7.51% X 7.23% X 593% X  6.62% X

Tax receivables and other current assets X X X X X X X X

Equity investments X X X X X X X X

Intangible fixed assets and property, plant

and equipment X X . X X X X X X
Total assets 6.37% 4.93% 6.12% X 6.12% x  5.99% X
Total interest-bearing assets . 7.71%  4.93% 6.12% X 729% X  5.99% X
Liabilities and equity S )

Loans and liabilities arising from issued : : :

debt securities : 3.69% 1.14% 2.64% x  4.02% x 457% X

Trade payables X X X X X X X X

Tax and deferred tax liabilities X X X X X X X X

Other liabilities X X X X X X X X

Equity 5 X X X X X X X X
Total liabilities and equity 2.24%  1.14%  2.60% X 2.68% x  4.47% X
Total interest-bearing liabilities and equity 3.69% 1.14%  2.64% x - 4.02% x 4.57% X

30.3. quuldltyl‘lsk Ll ERICE I S

Liquidity risk is the risk that the Company will not have enough readily available funds to meet
its obligations arising from financial contracts. The Company manages liquidity risk using its
internal models, which are based on expected cash flows from the Company’s principal items.
For this purpose, internal data (schedules of incoming and outgoing payments) are used taking
into account the actual movement in cash flow based on historical experience..

The table below classifies assets, liabilities and equity into .groups based oﬁ residual maturity

-(i.e. the period from the reporting date to the contractual maturity date). Those assets and
liabilities for which no contractual maturity date has been set are included in the Unspecified
column.

2009 (CZK ‘000) -

Upto3 - From3 From1l. Over5 . Unspecified TOTAL

months - months toSyears |  years
to 1 year )
Assets . ' . ' : . :
Cash and cash equwalents . 20,137 20,137
_ Lease receivables ‘ 1,698,500 2,721,728 4,966,886 129,229 ) 9,516,343
Other trade receivables 788,520 1,118,510° 3,149,827 44284 5,101,141
Tax receivables and other current assets 142,068 . 142,068
Equity investments 746,671 746,671
Intangible fixed assets and property, - - REEE
plant and equipment ' 1,985,298 1,985,298
TOTAL ASSETS 2,649,225 3,840,238 8,116,713 173,513 2,731,969 17,511,658
Liabilities and equity o ' - : ’ '
Loans and liabilities arising from issued : s
debt securities 3,541,575 3,615,768 3,859,252 184,945 . 11,201,540
Trade payables 723,159 ' 723,159
Tax and deferred tax liabilities . 529,049 529,049
Provisions and other llablhtles 58,757 86,602 11,358 156,717
Equity ) 4,901,193 4,901,193
TOTAL LIABILITIES AND EQUITY 4,323,491 = 3,702,370 3,870,610 184,945 5,430,242 17,511,658
Net liquidity risk as at 31/12/2009 -1,674,266 137,868 4,246,103 -11,432 -2,698,273 0
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2008 (CZK “000)

Upto3 From 3 From 1 Over5  Unspecified TOTAL
months months  to 5 years years
to 1 year
Assets
Cash and cash equivalents 19,252 19,252
Lease receivables 0 1,729.918 4,174,637 7,860,127 80,354 13,845,036
Other trade receivables 677,106 1,366,698 1,443,400 16,592 3,503,796
Tax receivables and other current assets 74,569 74,569
Equity investments 746,671 746,671
Intangible fixed assets and property,
plant and equipment 1,122,605  1122,605
TOTAL ASSETS 2,500,845 5,541,335 9,303,527 96,946 1,869,276 19 311,929
Liabilities and equity
Loans and liabilities arising from issued .
debt securities 3,208,632 4,370,226 5,851,175 29,269 13,459,302
Trade payables 585,541 2,343 1,528 589,412
Tax and deferred tax liabilities 478,351 478,351
Provisions and other liabilities 95,724 6,345 : 102,069
Equity 4,682,795 4 682,795
TOTAL LIABILITIES AND EQUITY 3,889,897 4,378,914 5,852,703 29,269 5,161,146 19,311,929
Net liquidity risk as at 31/12/2008 -1,389,052 1,162,421 - 3,450,824 67,677 -3,291,870 0

The following table shows undiscounted

expected cash flows from financial liabilities,
including expeoted interest payments, classified by period as at 31 December 2009 for key
interest-bearing and due financial liabilities:

2009 (CZK ‘000) R ST .
Upto3 From3 months Froml Over 3 TOTAL
months to 1'year toS years years - - - -

Selected liabilities

Loans and liabilities arising from. .~ . L . T
issued debt securities T 3,603734 3,805, 902 4,094,967 211,930 11,716,533
Trade payables 723,159 723,159

Total 4 326, 893 3 ,805,902 4,094,967 211,930 12,439,692

2008 (CZK ‘000)

Up'to3' “From 3 months From1 Over § TOTAL
months to 1 year - to 5 years vears

Selected liabilities ‘

Loans and - liabilities ansmg from : S s o
issued debt securities ' 3,291,878 4,645,782 6,123,313 29,369 14,090,342
Trade payables . " 589412 589412

-Total 3,881,290 4,645,782 6,123,313 29,369 - 14,679,754
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30.4. Foreign exchange position

The Company’s foreign exchange exposure stems primarily from bank loans denominated in
foreign currencies and lease agreements with payments in foreign currencies.

Due to the decrease in foreign currency transactions, the Company’s foreign exchange exposure
is immaterial. The Company manages its foreign exchange exposure by using internal models,

which are based on the regular monitoring of the exposure rate and a system of internal rules for
handling foreign currency transactions. The Company reduces the foreign currency exposure by
utilising refinance loans whose parameters correspond to the financed assets denominated in a
foreign currency (i.e. the start, end, volume, currency and the process of utilisation).

The tables below show the Compény’s main currency exposures for 2009 and 2008 (amounts
presented in the table below have been converted to CZK).

2009 (CZK “000)

Assets CZK EUR UsD TOTAL
Cash and cash equivalents 19,992 C14s 20,137
Lease receivables ' 8,226,866 1,242 445 47,032 - 9,516,343
Other trade receivables ) 4,953,506 147,635 5,101,141
Tax receivables and other current assets - . .142,068. . ... . . . 142,068
Equity investments 746,671 : . .- .- 746,671

. Intangible fixed assets and property, plant .
and equipment 1985298 ... 1,985,298
TOTAL ASSETS 16,074,401 1,390,225 . 47,032 . 17,511,658
Liabilities and equity )
Loans and liabilities arising from issued
debt securities 9,736,043 1,410,431 55,066 11,201,540
Trade payables 699,538 23,547 74 723,159
Tax and deferred tax liabilities” .~ 529,049 : ST 509,049
Other liabilities 156,717 156,717
Equity ‘ 4,901,193 ) 4901193
TOTAL LIABILITIES AND EQUITY - 16,022,540 1,433,978 - 55,140 - - 17,511,658
Net foreign exchange position at 31/12/ 2009 51,861 43,753 -8,108 0

2008 (CZK ‘000)

Assets CZK EUR USD TOTAL
Cash and cash equivalents L : 18,087 . ° " 1,165 o 19,252
Lease receivables . : 112,191,309 . 1,653,727 . 13,845,036
Other trade receivables ' 3,387,325 116471 3,503,796
Tax receivables and other current assets " 74,569 : . 74,569
Equity investments ’ © 746,671 o 746,671
Intangible fixed assets and property plant ' _

- and equipment 1,122,605 ) 1,122,605

TOTAL ASSETS . 17,540,566 1,771,363 0 19,311,929

Liabilities and equity :

Loans and liabilities arising from issued
debt securities 11,664,759 1,794,543 13,459,302
Trade payables 550,373 39,039 589,412
Tax and deferred tax liabilities 478,351 . D 478,351
Other liabilities 102,069 102,069
Equity. o 4,682,795 L . 4,682,795,
TOTAL LIABILITIES AND EQUITY 17,478,347 - 1,833,582 0 19,311,929
Net foreign exchange position at 31/12/ 2008 © 62,219 © -62,219 0 0
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31.

32.

MANAGING INTEREST RATE AND CURRENCY RISKS
Interest rate risk

The Company is exposed to interest rate risk as its interest-bearing assets and liabilities vary in
terms of their maturity/repricing dates as well as volume. The activities related to managing
interest rate risk are designed to optimise the Company’s net interest income. The Company’s
overall position as at 31 December 2009 is characterised by a shorter duration of interest-
sensitive liabilities compared to interest-sensitive assets. On an aggregate level, the Company’s
position is approximately balanced. The position is diversified across several currencies (CZK,
EUR and USD), which also renders the Company sensitive to movements in interest rates
between these currencies. The Company is most sensitive to CZK. If interest rates in the above
currencies were to grow in parallel, the Company’s net income would slightly increase. The

~ Company measures the interest rate sensitivity of assets and liabilities by calculating the impact

on the statement of financial position while shifting the interest rate yield curve by 100 basis
points (i.e. the change in the present value of cash flows from individual items of assets and
liabilities as a result of interest rates increasing by 100 basis points).

Currency risk

the same currency. In view of the neghglble volume of lease transactlons denominated in EUR -

and USD compared to the overall volume of the Company s transacnons measurmg the
Company’s currency exposure is immaterial.

MARKET DEVELOPMENT IN 2009

In response to the significant changes in market conditions occurring in the second half of

2008 and continuing in 2009, which, together with the deteriorating performance of the real

economy, led to an increase in risks pertaim'ng to all of the Company’s portfolios, the
* Company adopted a number of measures in 2008/2009, including the followmg

) measures relatmg to credit rlsk

o - Tighter credit policy aﬁ'ectmg the provision of loans :
e Implementation of concentration limits for groups of debtors with 51m11ar financial
attributes, reflecting the annual probability of default of each group
o Tighter and more detailed process of regular reviews of existing material loans/leases
e Tighter conditions for the provision of loans and lease financing in some industries

(ii) measures relatil'lg'to ﬁmket risk

. VT.i.ghte_r management of tl;e Cempany"s foreign exchange positions

(iii)  measures felating to liguidity

e Introduction of a more precise and more detailed monitoringvof the Company’s short-term

liquidity position
e  Tighter monitoring of loan/lease agreements.
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33.

ESTIMATED FAIR VALUE OF ASSETS AND LIABILITIES

The fair value of financial instruments is the amount for which an asset could be exchanged, or
a liability settled, between knowledgeable, willing parties in an arm’s length transaction. Where
practicable, fair value is derived from current market prices. In many cases, however, no market
prices are available for some of the Company’s financial instruments. In such situations, fair
values are established based on estimates, discounted cash flows, or using other generally
acceptable valuation methods. The results of these methods are significantly influenced by the
underlying assumptions, primarily by discount rates and estimated future cash flows. Therefore,
fair values estimated in this manner may not apply in the event of an immediate settlement of
the financial instrument.

In estimating the fair value of the Company s financial instruments, the following methods and
assumptions were used.

Receivables from banks
The fair value of current accounts equals their carrying amount. As term receivables are

generally remeasured at relatively short intervals, their carrying amount can be justifiably used
as the fair value estimate.

Lease recelvables and loans provnded
amount can be justifiably used as the fair value estimate.
Loans

The total reported value of loans received is CZK 11,201,540 thousand. The estimated fair value

‘thelr carrying amount. As the maturity of lease recelvables 18 generally not long, their carrying

of fixed-interest loans maturing in more than one year amounts to CZK 3,838,402 - thousand, -

while the carrymg amount of these loans amounts to CZK 4,043,969 thousand The fair value

of these loans is determined as the present value of dlscounted future cash flows, with the .

discount factor equalling the interest rates currently offered on the market for loans w1th similar
maturities.

" For variable-interest loans, the Company applies the principle of equality between the carrying

amount and fair value since these loans are generally remeasured at relatively short intervals.
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34. SUBSEQUENT EVENTS

No material subsequent events occurred which would require the adjustment of the financial
statements.

Approved on: | Stamp and signature of Person in charge of the Person in charge of the
statutory representatives: accounts (name, signature): | financial statements (name,
signature):

19 April 2010

A Chairman of the Board,

Managing Director / f

Renata Novdkova ~ Renata Novakova

Executive Diregtor /
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