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FINANCIAL STATEMENTS

BALANCE SHEET

in CZK millions
1. Gold
7, Receivables from the International Monetary Fund
3. Receivables from abroad, including securities
3.1. Deposits at foreign banks and financial institutions
3.2. Loans provided to foreign banks
3.3. Securities
3.4. Other receivables from abroad
4. Receivables from domestic banks
5. Fixed assets
5.1. Tangible fixed assets
5.2. Intangible assets
6. Other assets
6.1. Other financial assets
6.2. Receivables from former banks
6.3. Other
TOTAL ASSETS
il Currency in circulation
2. Liabilities to the International Monetary Fund
3. Liabilities abroad
3.1. Loans from foreign banks
3.2 Other liabilities abroad
4. Liabilities to domestic banks
4.1. Bank monetary reserves
42. Loans received
4.3. Other liabilities to banks
5. Liabilities to clients
5.1. Liabilities to the state
5.2. Other liabilities to clients
6. Provisions
7. Share capital
8. Funds
9. Revaluation reserve
10. Accumulated losses from previous periods
11. Net (loss) / profit for the period
12. Other liabilities

TOTAL LIABILITIES AND EQUITY

31 Dec. 2008
796
24,707
707,739
2,478
9,973
695,132
156
38,039
5,251
5,223
28
7,863
3,006

0

4,857
784,395

399,248
21,008
2,838
1,582
1,256
307,883
31,741
193,567
82,575
178,592
156,609
21,983
222
1,400
8,046
26,925
(199,640)
29,128
8,745
784,395

31 Dec. 2007
809
24,209
719,681
48,928
4,992
665,645
116
9
5,519
5,473
46
6,283
2,687
0
3,596
756,510

353,703
22,162
97,366
96,962

404

279,197
21,421

241,530
16,246

181,004

152,359
28,645

208
1,400
8,087
6,655

(162,133)

(37,507)

6,368
756,510

The CNB changed the structure of the asset and liability items reported in the balance sheet as of 31 December 2008. The reasons

for the change compared to 31 December 2007 and a detailed description of the change, including a conversion guide, are given
in the notes to the CNB financial statements as of 31 December 2008 on the attached CD-ROM.

OFF BALANCE SHEET

in CZK millions

1.

o v s w N

Guarantees issued

Receivables from spot, term and option transactions
Liabilities from spot, term and option transactions
Guarantees received

Collateral received

Values taken into custody and values in own custody

31 Dec. 2008
161,432
91,187
91,166
156,954
62,238

925

31 Dec. 2007
161,505
115,248
115,710
157,006
139,965

925
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INCOME STATEMENT

in CZK millions 31 Dec. 2008 31 Dec. 2007
1. Interest income and similar income 26,109 31,968
1.1. Interest from fixed income securities 24,891 27,427
1.2 Other 1,218 4,541
2. Interest expense and similar expense (16,836) (16,914)
3. Income from shares and other interests 139 47
4. Fee and commission income 465 490
5. Fee and commission expense (48) (47)
6. Gains less losses from financial operations 21,445 (50,889)
6.1. Net foreign exchange gains / (losses) and foreign exchange spread 20,602 (47,183)
6.2. Other 843 (3,706)
7. Other operating income 299 149
7.1. Income from money issue 86 46
7.2. Other 213 103
8. Other operating expense (432) (293)
8.1. Expenses for production of notes and coins (342) (264)
8.2. Other (90) (29)
9. Administration expense (1,582) (1,545)
9.1. Personnel expenses (1,159) (1,105)
9.1.1. Wages and salaries (822) (773)
9.1.2. Social and health security (276) (275)
9.1.3. Training and other expenses 61) (57)
9.2. Other administration expenses (423) (440)
10. Depreciation and amortisation of fixed assets (433) (480)

9, Reversal of provisions for recei and guar: income 1110 "
from receivables already written off

Write offs, additions and utilisation of provisions for receivables
and guarantees

13. Net (loss) / profit for the period 29,128 (37,507)

(1,108) (5)

The notes to the financial statements are available on the CNB website, on the attached CD-ROM and from the CNB's Budget and
Accounting Department, Na Pfikopé 28, Praha 1

The year 2008 can be assessed positively from the point of view of the CNB’s
performance. The CNB recorded a profit of CZK 29,128 million at the year-end,
which, in line with financial management principles, was then used to cover
past losses to the maximum possible extent. Despite this, an accumulated loss of
CZK 170,555 million from past years will remain uncovered.

The primary objective of the CNB is to maintain price stability. Monetary policy-making
is fully subordinated to this. Monetary policy operations affect the bank’s profit and
have a key effect on its final figure. The nominal exchange rate of the koruna is
a particularly significant factor, since the CNB has a high share of foreign exchange
assets in its balance sheet. The domestic currency was highly volatile against
the euro and the dollar in 2008. In the first half of the year, the koruna showed
a rapid appreciation trend, reaching historical highs in mid-July. In the second half
of the year it started to display a marked depreciation trend due to the problems in
world financial markets and the economic slowdown. As a result, the CNB posted
exchange rate profits totalling CZK 20,214 million at the year-end.

Owing to the dramatic developments in the financial markets, the CNB
implemented a number of measures during 2008 to reduce the financial risks
associated with international reserves management. Among other things,
investment in unsecured banking instruments and new purchases of covered bonds
were stopped altogether. In addition, trading with more than 30 counterparties
was individually limited, exposure to U.S. mortgage agencies was restricted and
limits on the total nominal value of some foreign government securities were
introduced. Besides that, lending of securities was suspended temporarily.
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The CNB's performance 2000-2008

CZK billions
40 -

20 4

-20 4

-40 4

-60 4

-80 d

2000 2001 2002

2003

2004

2005

) Valuation changes . Profit/loss for accounting period

2006

2007

Accumulated loss (right-hand scale)

Overall, international reserves management yielded the CNB net income of
CZK 25,552 million. Net of capital gains from the revaluation of bonds (revaluation
gains are recorded on the capital accounts, i.e. off the income statement), which
totalled CZK 24,497 million as of 31 December 2008, the CNB achieved the highest
yield on international reserves management of its entire independent existence.
The weighted average return on the foreign exchange portfolio was 7.17% p.a.,
a year-on-year increase of 1.45 percentage point.

The CNB employed the same monetary policy instruments as in previous years.
The costs of open market operations increased year on year, as the CNB's
key interest rates were higher than in the previous period for most of 2008,
falling substantially only at the close of the year. The higher interest rates also
affected the remuneration of commercial banks’ minimum reserve holdings
with the central bank. Open market operations, conducted in the form of repo
operations, and remuneration of banks’ minimum reserve holdings brought a loss
of CZK 14,873 million.

Owing to the developments in the financial markets, the CNB commenced
regular liquidity-providing repo operations in October 2008. The purpose of this
technical measure was to support banking sector liquidity and also to ensure
the smooth functioning of the government bond market and reduce the spillover
of the problems in foreign financial markets to the Czech financial sector. Given
their start date and remuneration method (the final interest rate is based on
the CNB's 2-week repo rate), the overall impact on the bank’s performance was
not very significant.

Expenditure on the purchase of Czech money 2004-2008

CZK billions CZK millions millions of pieces
- 100 250 - 12
L 50 200 4 + 100
/ L 80
150 1
L -50 L 50
1]
100 1
L -100 L 40
150 50 1 m 20
L 200 0 L 0
2008 2004 2005 2006 2007 2008
) Expenditure on banknotes . Expenditure on coins

No. of banknotes (right-hand scale) ' No. of coins (right-hand scale)

Arrise in money in circulation, accompanied by a gradual replenishing of the central
bank’s money stocks, and the implementation of a project to upgrade the security
features of Czech banknotes led to an increase in the CNB's currency issuance
and management expenses in the last two years. In 2008, the CNB purchased
79 million banknotes at a cost of CZK 143 million. It paid CZK 193 million for base
metal coins and silver and gold commemorative coins, of which CZK 137 million
was spent on 93 million base metal coins. Expenditure on the preparation and
protection of banknotes and coins fell, as the CNB had already implemented
a large part of the project to upgrade the security features of Czech banknotes in
previous years. The costs of silver and gold commemorative coin production were
fully covered by receipts from their sales, which totalled CZK 86 million in 2008.
The remaining income of CZK 18 million consisted of cash deposit and withdrawal
fees received from banks.
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The CNB terminated the validity of 50-heller coins on 31 August 2008, as they had
ceased to perform the fundamental function of circulating currency. These coins
will be exchangeable until August 2014. The unreturned proportion of the coins
will subsequently be charged to the bank’s income.

The CNB has long succeeded in maintaining stable operating expenses, despite
the expansion of its responsibilities for financial market supervision and newly
also consumer protection in this area. Its steadily rising personnel costs are being
offset by a more efficient management of administrative activities and premises

and facilities.
Operating expenses 2004-2008 Structure of operating expenses in 2008
CZK millions .

2,400 1 % ) B Currency issuance and management
) Wages and salaries

2,000 1
) Other social expenses

1,600 1 4%

Training
] o
4 Telecom fees
= . m . . J
. Services
Energy and fuel

o
400 - 6% Repair and maintenance

4% ) Other operating expenses

2004 2005 2006 2007 2008 15%

) Personnel . Administration Premises and facilities

The CNB had 1,484 employees at the end of 2008. The year-on-year increase in
the number of employed people (ten employees) was due to the creation of new
positions for consumer protection activities (a total of 17 employees). It was partly
offset by a reduction in the number of posts at CNB branches. Personnel expenses,
i.e. wages including obligatory insurance contributions, training expenses and
other social expenses in the areas of health care and food, were 4.8% higher than
a year earlier and amounted to CZK 1,159 million.

A write-off of operating claims and the utilisation of related provisions contributed
to a marked year-on-year increase in total administration expenses and income.
Following the conclusion of bankruptcy proceedings against the bankrupt Pozemni
stavby ZIin-Group, a.s., the CNB decided to write off the remaining outstanding
claims (mostly arising from unpaid contractual penalties) to costs and simultaneously
released a provision fully covering the written-off claims to income. The overall
impact on the bank’s performance was thus neutral. Administrative expenses
totalled CZK 276 million adjusted for operating claims. This represented a year-on-
year decline of CZK 4 million compared to the similarly adjusted 2007 costs.

Expenditure on the operation of premises and facilities was CZK 619 million,
a year-on-year fall of CZK 46 million. This decrease was due to a higher rate
of depreciation of assets (especially computers, including software), which
was reflected in lower write-offs, and to a change in contractual terms and
conditions and in the scope of maintenance services provided in the IT area.
The remaining expenditure on the operation of the bank’s premises and facilities
was approximately at the previous year’s level.

Operating income net of the release of provisions for operating claims amounted
to CZK 110 million. Fees levied during financial market supervision, premises
rental receipts and the sale of unusable assets accounted for the largest part.
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Asset acquisition costs 2004-2008 Asset acquisition structure in 2008

- Premises, facilities, land
i -CZK millions o 2% 2% .
° ) Cash handling machines

4
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100 1 ”
Consumable materials
- 0y
30 b ) Packing materials
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. Office supplies
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Asset acquisition expenditure totalled CZK 203 million in 2008. CZK 167 million
was spent on tangible assets, CZK 21 million on materials and CZK 15 million on
intangible assets. Compared to 2007, the total expenditure increased by 42%,
with a particularly large rise being recorded in the area of cash storage, handling
and processing technology.

From the long-term perspective, the largest expenditure item is cash processing
technology. This technology periodically has to be replaced and the capacity
of the cash processing machines increased. In 2008, the CNB's Ostrava branch
launched a pilot project of multi-denominational banknote processing, consisting
in upgrading one banknote processing machine to enable simultaneous processing
of various denominations of banknotes received from a single client. If the project
is successful, multi-denominational banknote processing is expected to be
introduced in other branches.

The CNB also spent significant amounts on information system development
projects, on software and on necessary upgrades of existing equipment.

Construction costs have fallen substantially since the completion of the CNB's
back-up centre in Praha-Zli¢in in 2006. In 2008, minor alterations were made
to existing buildings and equipment. A more significant investment was an
expansion of the cooling system in offices and conference rooms at the CNB's
headquarters.

Material acquisition expenditure, which was lower than in 2007, went mostly
on banknote and coin packing materials, office supplies and computer parts and
consumables.
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6. PROVISION OF INFORMATION UNDER ACT NO. 106/1999 COLL.

The Czech National Bank’s procedure for complying with the duties ensuing from
Act No. 106/1999 Coll., on Freedom of Information, as amended (hereinafter
the “Act”), and in particular its procedure for dealing with applications for
information in compliance therewith, is internally regulated by Czech National
Bank Directive No. 55 of 13 December 2002, on the communication of the Czech
National Bank, as amended by Amendment No. 5 of 1 January 2009.

Under the Act, the CNB provides information to applicants on the basis of
applications or by way of public disclosure.

A) Information provided in 2008 on the basis of applications:

1. Number of applications for information submitted in compliance with
the Act:

Nineteen.

2. Number of decisions refusing an application:
One

3. Number of appeals submitted against decisions:
None

4. Transcript of the relevant parts of each court judgement concerning
the examination of the legality of an obliged entity’s decision refusing
an application for information and an overview of all expenses incurred
by the obliged entity in connection with court proceedings on rights
and obligations under this Act, including its own staff expenses and legal
representation costs:

None

5. Number of exclusive licences granted, including justification of the necessity to
grant exclusive licences:
None

6. Number of complaints submitted under Article 16a, reasons for their submission
and a brief description of the manner in which they were dealt with:
None

7. Other information relating to the application of the Act:

Most written, e-mail and telephone applications for information received
in 2008 concerned information whose provision went beyond the scope of
the existing legislation. In 2008, the CNB answered 577 written and 2,648
e-mail enquiries from the public.

B) Information provided by way of public disclosure:

The Czech National Bank publishes and continuously updates information
in a manner allowing remote access. The information disclosed pursuant to
Articles 5(1) and 5(2) of the Act is provided on notice boards at CNB headquarters
and branches, in locations accessible to the public, and also on the CNB website
(www.cnb.cz/en). A wide range of other information on the activities and
responsibilities of the CNB is also published on the state administration web
portal.
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