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Management report 2014

Following the end of the recession in 2013, the Czech economy gradually began
to recover in 2014. Compared to the majority of Eurozone countries, where eco-
nomic growth remained weak and burdened by risks and uncertainties, the Czech
economy grew considerably quicker, with 2014 GDP growth reaching 2.3%.

» 2014 was also a very successful year for the Prague
branch of Commerzbank. The recovery of the economy
combined with low interest rate levels stimulated the
demand for credits. In accordance with the Bank's global
strategy, Prague branch noticeably increased credit as well
as deposit business. «

The most significant increase in revenues was generated in fee and commission
income, primarily achieved via syndicated loans. Equally positive is the year-
to-year increase in income from documentary and guarantee business, both of

which belong to our traditional core strengths.

The credit portfolio of Prague Branch remains of a very high quality, as evi-
denced by the low ratio of impaired loans / total loans of only 4.51% as at
December 31st, 2014, which is well below the ratio for the whole Czech
banking market*.

Commerzbank’s Board of Managing Directors set client focus as a key priority
in our 2014 global strategy. This initiative was accompanied by numerous
activities designed to ensure that the client is constantly at the center of our
activities. Several awards have resulted, including top placings in Euromoney‘s
2014 Trade Finance rankings, with Commerzbank Prague ranked 2nd in Czech
Republic as “Best Trade Finance Provider”, and Commerzbank Bratislava ranked
3rd in Slovakia. With 2nd place Trade Finance rankings also received in
Germany, Hungary, Italy and the Netherlands, Commerzbank reached its goal
of becoming one of the 5 best trade finance providers worldwide. For the Czech
Republic and Slovakia, this means we have successfully continued to be close
to our clients and react quickly to their demands, using modern technologies

for more effective cash management.

*6.6% as of 31.1.2015, as per the Czech Banking Association
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For 2015, Commerzbank analysts forecast a GDP growth of 2.4% in the Czech

Republic. Growth is also the main goal of Commerzbank’s corporate banking
activities in the Czech Republic and Slovakia. This applies to revenues as
well as to the number of clients we serve, which include both German and
international firms as well as local Czech and Slovak companies. We intend to
expand our business activities with the local business community, and to further
strengthen our business relationships.

To achieve this, we will focus on maintaining our strengths, which include
quick decision-making, our ability to combine local market knowledge with
extensive international know-how and our willingness to offer tailor-made
solutions that respect the needs of our clients.

Good business relationships are always based on partnership, cooperation and

trust. This we can only deserve from yourselves as our clients if we listen care-
fully to you and remain close to you. Only in that way can we truly be “the Bank

S

General Manager

at your side”.

Beate Simon
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Commerzbank AG

Commerzbank worldwide

Commerzbank is a leading bank in Germany and Poland. It is also present worldwide in all
markets for its customers as a partner to the business world. With the business areas Pri-
vate Customers, Mittel-standsbank, Corporates & Markets and Central & Eastern Europe,
it offers its private and corporate clients as well as institutional investors the banking and
capital market services they need. With some 1,200 branches Commerzbank has one of
the densest branch networks among German private banks. In total, Commerzbank boasts
nearly 15 million private customers, as well as 1 million business and corporate clients. In
2014, it generated revenues of more than EUR 9 billion with approximately 52,000 emplo-
yees on average.
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Commerzbank in the Czech republic

Active in the Czech Republic since 1992, Commerzbank specializes in the provision of
comprehensive Corporate Banking services to both German companies operating in the
Czech Republic, as well as to medium- and large-sized local Czech corporates. Although
operating on the local Czech market, Commerzbank draws on the extensive know-how
available across the Bank’s global network to provide the highest quality service on
a competitive basis. In addition to all standard corporate banking services, ranging from
overdraft accounts to payment services including electronic banking, Commerzbank also
offers more complex financing structures as well as its reknowned capabilities in docu-
mentary collections and export financing.

Besides Prague, Commerzbank also has offices in Brno (1998), Ostrava (2001)
and Pilsen (2007).

In addition to the Czech Republic, Commerzbank has been also present in Slovakia since
1995, with a full-service branch operation located in Bratislava.
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Organisation structure

Prague branch

General Manager:

Beate Simon

Heads of departments: Eva Collardova
Finance

Ludovit Ban

Corporate Banking Department Renata Kloubek

Personnel Department
Margaret Dvorak
Head of Branches Pavel Curilla

GS - OR IU Prague
Armin Seifert (since 1.8.2014)

Credit Office Jens Hohmann
COO Prague
Tomas Krejca (since 1.11.2014)
Financial Engineering Petr Nentvich
Corporate Banking Department,
Jaromir Hronek Brno Office
Treasury
Ondrej Elias
Branko Susic (until 1.7.2014) Corporate Banking Deparment,
Corporate & Markets FIC Sales Plzen Office
Lubos Kren Roman Zednicek
Cash Management Corporate Banking Department,
& International Business (CMIB) Ostrava Office

Subsequent events

As of May 1%, 2015 the Branch Management will change. Mrs Beate Simon, General
Manager will be replaced by Mr Michael Kriiger.
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Independent auditor’s report

to the founder of COMMERZBANK Aktiengesellschaft, pobo¢ka Praha

We have audited the financial statements of COMMERZBANK Aktiengesellschaft, poboéka Praha, identification
number 476100921, with registered office at Jugoslivska 1, Praha 2 (“the Bank”™) for the vear ended

31 December 2014 disclosed in the annual report on pages 12 - 36 and issued the opinion dated 11 March zo15
and disclosed on page 11.

Report on the Annual Report

We have verified that the other information included in the annual report of the Bank for the year ended

31 December 2014 is consistent with the financial statements which are included in this annual report on pages
12 - 36. The Statutory Body is responsible for the accuracy of the annual report. Our responsibility is to express an
opinion on the consistency of the annual report with the financial statements based on our verification
procedures.

Auditor’s Responsibility

We conducted our verification procedures in accordanee with the International Standards on Auditing and

the related application guidance of the Chamber of Auditors of the Czech Republic. Those standards require that
we plan and perform the verification procedures to obtain reasonable assurance about whether the other
information included in the annual report which describes matters that are also presented in the financial
statements is, in all material respects, consistent with the relevant financial statements. We believe that

the verification procedures performed provide a reasonable basis for our opinion.

Opinion

In our opinion, the other information included in the annual report of the Bank for the vear ended
31 December 2014 is consistent, in all material respects, with the financial statements.

17 April 2015

"f?(,mv. %ﬁ/ é&gg 2 /& // “

represented by partner

Marek Richter
Statutory Aunditor, Licence No. 1800

Habe

Qur report has been prepared in the Czech language and in English. In all matters of intenprelation of information, wews of opinions, the Czech version of our repon takes
precadence over the English version

PricewaterhouseCoopers Audit, s.r.o., Hvézdova 1734/2¢, 140 00 Prague 4, Czech Republic T: +420 251 151 111,
F: +420 251 156 111, wune.poe.con/cz
PricewaterhouseCoopers Audt, 5.r.o., registered seat Hvazdova 1734/2¢, 140 00 Prague 4, Czech Republc, Identification Mumber: 40765521, registarad with the

Commercial Register kapt by the Municipal Court in Prague, Section C, Insart 3537, and in the Register of Audil Companies with the Chamber of Auditors of the Czech
Republic under Licence Mo 021
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Independent auditor’s report

to the management of COMMERZBANK Aktiengesellschaft, pobodka Praha

We have audited the accompanying financial statements of COMMERZBANK Aktiengesellschaft, pobotka Praha,
identification number 47610921, with registered office at Jugoslavské 1, Praha 2 (“the Bank™), which comprise the
balance sheet as at 31 December 2014, the income statement and statement of changes in equity for the year then
ended and notes, including a summary of significant accounting policies and other explanatory information

(“the financial statermnents”).

Management'’s Responsibility for the Financial Statements

Mzanagement of the Bank is responsible for the preparation of the financial statements that give a true and fair
view in accordance with Czech accounting iegislation, and for such internal control as the Statutory Body
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error,

Auditor’s Responsibility

Our respensibility is to express an opinion on these financial statements based on cur audit. We conducted our
audit in accordance with the Act on Auditors of the Czech Republic, International Standards or Auditing and
the related application guidance of the Chamber of Auditors of the Czech Republic. Those standards require that
we comply with ethical requirements and plan and perform the audit t¢ obtain reasonable assurance about
whether the financial statements are free from matetial misstatement.

An audit irrvolves performing procedures to obtain audit evidence about the amounts and disclosures

in the financial statements. The procedures selected depend on the auditor's judgment, incliding assessment

of the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the Bank’s preparation of the finaneial
statements that give a true and fair view in order to design audit procedures that are appropriate

in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Bank's internal
control. An audit alse includes evalvating the appropriateness of the zecounting policies used and

the reasonableness of accounting estimates made by management, as well as evaluating the overal] presentation
of the financial statements,

We helieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for cur audit
opinion.
Opinion

In our opinion, the financial statements give a true and fair view of the financial position of the Bank as at
31 December 2014 and its financial performance for the year then ended in accordance with Czech accounting
legislation.

11 March zo15

&{mMaW /%%//x/ an. 0.

PricewaterhouseCoopers Andit, s.r,¢,
represented by partner

Hod Wkt

Marek Richter
Statutory Auditor, Licence No. 1800

Transletion note

Thiz werslon of our opart is & fanslation from the orginal, which was prpanad in the Czech languags. All poasible cam hes been 1eken 1o ensure that the translgtion is an
accwate regresentation of the origingl. Howaver, in ail mstters of intarpeatation of infsrmation, views or oplnions, the Crech wersion of ourrepor takes racadancs gwer
this ranslation,

PricewaterhouseCoopers Audtt, s.r.o., Hvézdova 1734/2¢, 140 00 Prague 4, Czech Republic T: +420 251 151 111,
F: +420 251 156 111, WURD. PLC.CONML/ 02
PricawaierhausaCoopars Audit, 51,0, registered seal Hvézdova 173472, 140 00 Prague 4, Czech Republic, Iamtification Number: 40765521, repistared with tha

Commarcial Register kep by the Munizipal Cowl in Progue, Section C, Insen 3837, and in the Register of Audli Compan! a5 with e Chamber of Auditers of the Czech
Republic under Licence Mo 021,
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Financial statements

Balance sheet as at 31 December 2014

Cash and cash deposits with central banks 3 2,367 886
Due from banks 4 21,766 22,222
a) repayable on demand 3,510 7,022
b) other receivables 18,256 15,200
Due from customers 5 19,694 18,174
a) repayable on demand 3,740 4,042
b) other receivables 15,954 14,132
Debt securities 6 1,787 2,629
a) issued by government institutions 1,550 2,394
b) issued by by other entities 237 235
Long-term intangible assets 7 2 5
Long-term tangible fixed assets 7 24 28
of which: land and buildings for operating activities 18 20
Other assets 8 1,318 1,434
Prepayments and accrued income 12 9
Total assets 46,970 45,387
Due to banks 10 33,047 32,124
a) repayable on demand 5,389 12,111
b) other payables 27,658 20,013
Due to customers 1 12,026 11,513
a) repayable on demand 8,369 7,610
b) other payables 3,657 3,903
Other liabilities 12 1,379 1,334
Accruals and deferred income 66 44
Provisions for potential liabilities 9 89 73
Revaluation differences on fair value of securities 5 4
Retained earnings from previous periods 101 41
Profit for the accounting period 13 257 254

Total liabilities 46,970 45,387
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Off-balance sheet As at 31 December 2014

Commitments and guarantees given 14 12,912 8,684
Receivables from spot transactions 34 1,327
Receivables from term instruments 23.4 83,351 77,696
Receivables from option instruments 234 = 113
Total off-balance sheet assets 96,297 87,820
Commitments and guarantees received 18,603 18,962
Collateral received and pledges 5 1,087 1,254
Payables from spot transactions 34 1,326
Payables from term instruments 23.4 83,205 77,517
Payables from option instruments 234 = 97

Total off-balance sheet liabilities 102,929 99,156
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Income statement for the year ended 31 December 2014

31 December 2014

Interest and similar income 15 602 545
of which: from debt securities 13 12
Interest and similar expense 16 (98) (96)
Fee and commission income 17 292 259
Fee and commission expense 18 47 29
Gains less losses from financial transactions 19 156 169
Other operating income 20 332 336
Other operating expense a9 (8)
Administrative expense 21 (721) 671)
of which: a) staff costs (371) (363)
of which: aa) wages and salaries (273) (272)

ab) social and health insurance (83) 81

ac) other staff costs (15) (10)

b) other administrative expenses (350) (308)
Depreciation/amortization for long-term tangible and intangible fixed assets 7 an (16)
Release of allowances and provisions for amounts due from clients 9 154 186

write-offs, additions and utilisation of allowances and provisions

for amounts due from clients 9 (1= @57
Additions to and utilisation of other provisions 9 16) 3)
Profit on ordinary activities before taxation 319 315
Income tax 22 62) 61

Profit for the accounting period 13 257 254
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Statement of changes in equity for the year ended 31 December 2014

Balance as at 1 January 2013 ) 132 472 602
Allocation of 2012 profit to Commerzbank AG - - (563) (563)
Revaluation differences not included in profit net of tax 6 - - 6
Net profit for the accounting period - - 254 254
Difference between allocation of profit to Commerzbank AG, : (96) 9% _
foreign exchange differences and profit for the year 2012

Balance as at 31 December 2013 4 41 254 299
Allocation of 2013 profit to Commerzbank AG - - (194) (194)
Revaluation differences not included in profit net of tax 1 - - 1
Net profit for the accounting period - - 257 257
Difference between allocation of profit to Commerzbank AG, . 60 (60) _
foreign exchange differences and profit for the year 2013

Balance as at 31 December 2014 5 101 257 363

* Changes in fair values of available for sale securities after effect of deferred tax.



Notes to the financial statements
for the year ended 31 December 2014

1. General information

COMMERZBANK Aktiengesellschaft, poboc¢ka Praha
(hereinafter referred to as “the Bank”) was incorporated
on 24 November 1992 as a branch of Commerzbank AG,
which is headquartered in Frankfurt am Main, Germany.
The Bank has its registered office in Praha and a sub-
-branch in Brno and offices in Ostrava and Plzen. In 2013
and 2014, the Bank was managed by Mrs Beate Simon.

The Bank’s operations primarily consist of:
providing Czech and foreign currency loans
and guarantees;
accepting and placing deposits in Czech and foreign cu-
rrency;
accepting current and term accounts denominated in
Czech and foreign currency;
rendering of general banking services through
a network of branches and agencies;
providing foreign exchange transactions on the inter-
bank money market;
providing foreign trade finance and related banking
services; and
trading in securities and portfolio management.

In 2013 the Bank ceased operations in the management
of securities portfolio.

2. Accounting policies

2.1 Basis of preparation

The financial statements, comprising a balance sheet, sta-
tements of income and of changes in equity and accom-
panying notes, are prepared in accordance with the Act

on accounting and the applicable accounting rules set by
the Ministry of Finance of the Czech Republic and Czech
accounting standards for financial institutions. The fi-
nancial statements are prepared under the historical cost
convention as modified by the revaluation of financial in-
struments at fair value through profit or loss and available-
-for-sale to fair values. Management believes that the Bank
has adequate resources to continue its business activities
in the foreseeable future. As a result, these financial state-
ments are prepared on a going concern basis.

The financial statements are rounded to millions of Czech
Crowns (“CZK million” or “CZK m”) unless otherwise stated.

2.2 Foreign currencies

Financial assets and liabilities denominated in foreign cu-
rrencies are translated to Czech Crowns at the exchange
rate announced by the Czech National Bank (“CNB”)
effective at the balance sheet date. Resulting foreign ex-
change gains and losses are recognised in Gains less
losses from financial transactions.

2.3 Fair value of securities

The fair value of a security is determined as the market
mid-price quoted by a relevant stock exchange or other
active public market. In other cases the fair value is esti-
mated by the risk adjusted net present value of cash flows
taking into account consideration the credit and liquidity
risk for bonds.

The Bank uses only observable market data in its models
used for determining of the fair value of securities. The va-
luation models reflect current market conditions at the me-
asurement date which may not be representative of market
conditions either before or after the measurement date. As
at the balance sheet date management has reviewed its

16
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models to ensure they appropriately reflect current market
conditions, including the relative liquidity of the market
and credit spreads.

2.4 Recognition and derecognition of the financial
assets and liabilities

The following rules apply for the recognition of the finan-

cial assets and liabilities:

A regular way purchase or sale of financial assets shall
be recognised and derecognised using settlement date
accounting.

The following rules apply for the derecognition of the fi-
nancial assets and liabilities:

The Bank derecognises a financial asset or its part when it
loses control over the asset or its part.

The Bank removes a financial liability (or a part of a fi-
nancial liability) from its balance sheet when the obligation
specified in the contract is discharged or cancelled or
expires. The difference between the carrying amount of
a liability (or a portion thereof) extinguished or transferred
and the amount paid for is recognised net in profit.

2.5 Available-for-sale securities

Available-for-sale securities are securities that the Bank
designates into this category or does not meet the terms of
any other category. They comprise mainly debt securities
held for liquidity management.

Available-for-sale securities are initially recognized at
cost value which includes expenses incurred in connec-
tion with their acquisition and are subsequently measured
at fair value.

As at 31 December 2014, the fair value of the available-
-for-sale securities has been determined by valuation
technique using market data, credit risk of the securities’
issuer and taking into account the liquidity of the market.

Any subsequent gains and losses arising from changes in
the fair value of available-for-sale securities are recogni-
zed directly in equity (net of any tax effect) until the finan-
cial asset is derecognized or impaired at which time the
cumulative gain or loss previously recognized in equity
should be recognized in the income statement.

2.6 Derivative financial instruments and hedging
Derivative financial instruments including foreign ex-
change contracts, currency and interest rate swaps,
currency and interest rate options and other derivative finan-
cial instruments are initially recognised on balance sheet
at cost and subsequently are remeasured at their fair value.

Fair values are obtained from quoted market prices, dis-
counted cash-flow models or options pricing models as
appropriate. All derivatives are presented in Other assets
or in Other liabilities when their fair value for the Bank is
positive or negative respectively.

Changes in the fair value of derivatives held for trading are
included in Gains less losses from financial transactions.

The Bank designates prospectively certain derivatives as
either a hedge of the fair value of a recognised asset or
liability (fair value hedge). Hedge accounting is used for
derivatives designated in this way provided the following
criteria are met:

(i) the derivative is in compliance with the Bank’s risk
management strategy;

(ii) formal documentation of the general hedging strate-
gy, hedged risk, hedging instrument, hedged item and
their relationship is prepared before hedge account-
ing is applied;

(iii) the hedge documentation proves that it is expected to
be highly effective in offsetting the risk in the hedged
item at inception and throughout the reporting period;

(iv) the hedge is effective on an ongoing basis; and

(v) the hedged item is not a security classified as at fair
value through the profit or loss.

Changes in the fair value of derivatives that qualify as effecti-
ve fair value hedges are recorded in the income statement,
along with the corresponding change in fair value of the
hedged asset or liability that is attributable to that specific
hedged risk. As the Bank hedges the fair value of its loans
against interest rate risk, the changes in the fair value of the
appropriate hedging derivatives and relevant hedged items
are recognised net in Interest expense or Interest income.

If the fair value hedge no longer meets the criteria for hedge
accounting, the adjustment to the carrying amount of a hed-
ged item, is amortised to profit or loss over the period to ma-
turity of hedged item.

17
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2.7 Interest income and expense

Interest income and expense are recognised for all interest
bearing instruments on an accrual basis using the effective
interest method based on the acquisition cost.

The effective interest method is a method of calculating the
amortised cost of a financial asset or a financial liability and
of allocating the interest income or interest expense over the
relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash flows until maturi-
ty or the nearest change of interest rate to the net carrying
amount of the financial asset or financial liability.

The linear method is used as an approximation of the effecti-
ve interest method for securities with remaining maturity
shorter than 1 year at the settlement date, for loans, other
receivables and liabilities with individual repayment periods
shorter than 1 year. The calculation includes all fees paid
or received between contractual parties that are an inte-
gral part of the effective interest rate, transaction costs and
all other premiums or discounts. Interest income includes
accrued coupons, discount and premium on all fixed income
instruments.

Income on non-performing receivables is also accrued and
capitalised into the related loan balance. Such amounts are
considered in estimating the provision for non-performing
receivables.

2.8 Penalty interest
Penalty interest income, which is suspended or forgiven, is
excluded from interest income until received.

2.9 Fee and commission income

Fees and commissions are generally recognised on an accrual
basis when the service has been provided. Commission and
fees arising from negotiating, or participating in the
negotiation of a transaction for a third party are recognised
on completion of the underlying transaction. Portfolio and
other management advisory and service fees are recogni-
sed based on the applicable service contracts, on a time-
-apportionate basis.

2.10 Receivables

Receivables originated by the Bank are stated at nominal
value less allowances. If the receivable is collateralised, the
Bank takes into consideration the cash flow that can be ob-
tained from the forced sale of the collateral after deduction

of the cost to sell, regardless of whether the forced sale is
probable or not. Irrecoverable receivables are written-off into
provisions to loan or directly into expenses in cases when
management of the Bank consider the repayment of receiva-
ble unreal.

2.11 Provisions

Provisions are recognised when the Bank has a present ob-
ligation as a result of past events, it is probable that an out-
flow of resources will be required to settle the obligation,
and a reliable estimate of the amount of the obligation can be
made. Provisions are created in an estimated amount of the
future fulfilment discounted to present value. All provisions
are presented in liabilities.

Additions to provisions are recognised in the income state-
ment, their utilisation is recognised together with expenses
or losses, for which purpose they were created in the income
statement. Release of provisions in case they are no longer
necessary is recognised as income. Discont is continuosly
amortized to interest expense.

Provisions are set aside in the currency in which settlement
is expected to be made.

2.12 Allowances

The Bank first assesses whether evidence of impairment
exists for individual receivables. Individual receivables are
categorised in accordance with the definitions issued by
the CNB into five categories (standard, watch, substandard,
doubtful, loss). Impaired receivables (substandard, doubtful
and loss receivables) include and represent total outstanding
principal and accrued interest receivable with service pay-
ments overdue more than 90 days or other defaults in con-
tractual terms or impaired financial performance of debtor.
Watch receivables represent total outstanding principal and
accrued interest receivable with service payments overdue
less than 90 days.

Allowances to individual receivables are deducted from the
nominal value of each receivable. The amount of allowance
for receivables and relevant assets is based on appraisals of
these assets at the balance sheet date after taking into con-
sideration the present value of collateral in the forced sale.

The Bank assesses the impairment of receivables that are in-
dividually not significant on a portfolio basis if the value of
each individual receivable included in the portfolio does not

18
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exceed CZK 83,2 million (equivalent of EUR 3 million) at the
settlement date.

Additions to allowances are recognised in the income state-
ment, their utilisation is recognised together with expenses
and losses related to the decrease of assets, in the income
statement. Release of allowances in case they are no longer
necessary is recognised as income.

Allowances for assets denominated in a foreign currency are
created in that foreign currency. Foreign exchange differen-
ces are recognised in the same way as foreign exchange dif-
ferences from the related asset.

2.13 Long-term tangible and intangible fixed assets
Long-term tangible and intangible fixed assets acquired be-
fore 31 December 2000 are recorded at acquisition cost and
are depreciated using accelerated basis over its estimated
useful life. Tangible and intangible fixed assets acquired af-
ter 31 December 2000 are amortised by applying the strai-
ght-line basis over the estimated useful lives.

Repair and maintenance expenditures of the tangible assets
are charged directly into Expenses. Expenditures enhancing
the value of the asset are capitalised and depreciated.

Assets held under finance lease agreements were not capita-
lised until end of 2013 and were accounted in the same way
as operating leases, with rental charges being reflected in
the income statement on a straight-line basis for the period of
duration of the lease contract. Also the total leasing commit-
ments are not recognized as a liability.

2.14 Value added tax

The Bank is registered for value added tax (hereinafter
“VAT”). Long-term intangible and tangible fixed assets and
inventories are stated at acquisition cost including the appro-
priate VAT. The Bank does not claim input VAT as the ratio
of the taxable income to the total income of the Bank is such
that it is not economical for the Bank to claim the input VAT.
Input VAT (except for long-term intangible and tangible fixed
assets) is accounted for in expenses immediately.

2.15 Deferred taxation

Deferred tax is recognised on all temporary differences be-
tween the carrying amount of an asset or liability in the ba-
lance sheet and its tax base using the full liability method.
A deferred tax asset is recognised to the extent of probable

future available taxable profit against which this asset can
be utilised.

The approved tax rate for the period in which the Bank ex-
pects to utilise the asset or settle the liability is used for the
deferred taxation calculation.

Deferred tax related to fair value remeasurement of available-
for-sale securities, which are charged or credited directly to
equity, is also credited or charged directly to equity.

2.16 Staff costs, pensions and social fund
Staff costs are included in Administrative expense.

The Bank makes contributions on behalf of its employees to
a defined contribution pension plan. Contributions paid by
the Bank are accounted for directly as an expense.

Regular contributions are made by the Bank to the State to
fund the national pension plan.

2.17 Related parties

Related parties are defined in accordance with the Act on

Banks, as follows:
senior management of the Bank, being persons respon-
sible for management functions based on employment
or other contracts and powers and responsibilities of
which are defined in the Bank’s statute (“senior mana-
gement of the Bank”);
central office controlling the Bank and its senior manage-
ment;
relatives (direct family members) of senior management;
entities in which the senior management holds at least
a 10% shareholding;
shareholders holding more than 10% of voting rights of
Commerzbank AG and entities controlled by them.

Material transactions, outstanding balances and pricing po-
licies with related parties are disclosed in Notes 4, 5, 10, 11,
14, 15, 16, 20 and 21.

2.18 Subsequent events

The effects of events, which occurred between the balan-
ce sheet date and the date of preparation of the financial
statements, are reflected in the financial statements in the
case that these events provide further evidence of condi-
tions, which existed at the balance sheet date.
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Where significant events occur subsequent to the balance
sheet date but prior to preparation of the financial state-
ments that are indicative of conditions which arose subse-
quent to the balance sheet date, the effects of these events
are disclosed in the notes to the financial statements, but
are not themselves reflected in the financial statements.

2.19 Change of accounting policy

The Bank has not changed its accounting policies during
the accounting period.

3. Cash and cash deposits

The Bank did not have allowances to Due from banks ba-
lances as at 31 December 2014 and 2013.

Loans and receivables to related parties
of the Commerzbank AG Group

Standard loans and receivables to banks include the following

loans and receivables to related parties of the Commerzbank
AG Group:

31 December 2014

Commerzbank, Frankfurt

4,585 8,646
3 (Head office) ! !
with central banks
————————————————————————————————————————————————————————————————————————————————————————————————— mBank S.A.
(former BRE Bank S.A.) 2 1.501
31 December 2014
Com_merzbank, 756 830
Bratislava branch
Cash on hand 53 52 Commerzbank, Tokyo branch 5 7
Obligatory reserves 2,314 834 Commerzbank (Budapest) Zrt., 5 1
Budapest
. Commerzbank, 1 .
Total cash and cash deposits 2367 886 Singapore branch
with central banks !
Total 5,377 10,985

Minimum obligatory reserves are mandatory deposits
with the CNB. The Bank may use the funds on the account
of obligatory reserves in the CNB in case of compliance
with the defined average amount in the maintenance period.
These deposits bear interest at the CZK two-weeks repo
rate, which was 0,05% p.a. as at 31 December 2014 and at
31 December 2013.

4. Due from banks

31 December 2014

Current accounts with banks 150 95
Term deposits with CNB 11,080 3,900
Term deposits up to 24 hours 3,360 6,927

Other term deposits

with other banks HELE 10,889
Standard loans to banks 728 331
Other due from banks 67 80

Total due from banks 21,766 22,222

5. Due from customers

5.1 Receivables by type of debtor

31 December 2014

Customers’ current accounts

- overdraft 128 4,042
Standard loans to customers 15,641 13,676
Standard loans total 18,769 17,718
Impglreq .Ioans to companies 1,409 798
and individuals

Total due from customer 20,178 18,516
Allowance for impaired loans

(Note 9) (484) (342)
Total due from customers, net 19,694 18,174

Syndicate loans forming part of Due from customers
totalled CZK 213 million at 31 December 2014
(31 December 2013: CZK 1,020 million).
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5.2 Quality of receivables portfolio
When contracting a new loan, the Bank assesses the credi-
bility of the client.

The Bank sends a written notice for overdue loans to its
clients and unsuccessful cases are passed on for legal soluti-
ons (filing petitions and participating in court proceedings).
In case of distrain title Bank uses all available legal means for
collection of these loans including involvement of distrainors.

Due from customers can be per definitions presented by
Czech National Bank analysed as follows:

31 December 2014

Restructured loans totalled CZK 791,4 million in 2014
(2013: CZK 374,5 million). Receivables are considered to
be restructured in case the Bank grants relief to client be-
cause it is likely that the Bank would incur losses if she didn’t
do it. Roll-over of a short-term loan is not considered to be
restructuring of the loan in the case that the client has ful-
filled all requirements of loan agreements.

5.3 Receivables from related parties
Standard receivables from companies and individuals
include the following receivables from related parties:

31 December 2014

BREL-COM Sp. 7 0.0. Not listed as 114
related
Standard 18,769 17,718 —
Immobiliengesellschaft Ost 45 65
Watched 498 49 Hagle, s.r.o.
Impaired: Transfinance a.s. 78 53
- substandard 563 650 FOSSUM Vermietungsges. 36 49
ML.BOLESLAV s.r.o.
- doubtful 264 18
FOSSUM Vermietungsges. . 30
- loss e 81 PRAHA s.1.0.
Total receivables due .
Total bl
from customers 20178 18,516 otal recelvab'es 159 311

Present value of collateral received can be analysed as follows
(total value of disclosed collaterals does not exceed carrying
value of related loan):

31 December 2014

Cash and cash equivalents 166 221
Real estate pledge 56 53
Other collateral received 865 980
Other guar}antees 18,603 17,262
and commitments

Total 19,690 18,516

Other guarantees and commitments mainly include bank
guarantees, insurance, guarantor’s proclamation, bills of ex-
change, etc.

from related parties

As at 31 December 2014 and 2013, the Bank has not pro-
vided any loans to its senior management members.

All loans to related parties were made in the ordinary
course of business on substantially the same terms and
conditions, including interest rates, as those prevailing
at the same time for comparable transactions with other
customers, and did not, in the opinion of management,
involve more than normal credit risk or present other
unfavourable features.
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Guarantees from related parties

Commerzbank

Essen branch ELE) 362
Commerzbank

Frankfurt - head office 197 154
Commerzbank

Berlin branch iz 188
Commerzbank

Disseldorf branch e 85
Commerzbank 5 5
Leipzig branch

Commerzbank 3 3
Niirnberg branch

Commerzbank 1 1
Hamburg branch

Total 822 798

6. Securities

Available-for-sale 1,550 2,394 237 235

Total securities 1,550 2,394 237 235

Securities were evaluated by techniques using market
values or based on techniques using market data only.

None of the above-mentioned securities were used
as collateral in repo transactions.

The Bank does not purchase or hold any debt securi-
ties issued by a subsidiary or associated undertaking
of Commerzbank AG.

As at 31 December 2014, the revaluation difference from
the revaluation of the available-for-sale securities, net
of the deferred tax impact is CZK -5 million (2013: CZK
-4 million) and is recorded in the equity. In 2014 and 2013
Bank did not recognized any impairment losses of available
for sale securities.

Traded on recognised Czech

stock exchanges 237 235
Not traded S?CUFItIeS ey 2394
- Treasury Bills

Total 1,787 2,629

7. Long term intangible and tangible fixed assets

7.1 Long term intangible assets — software

Acquisition cost 188 (160)
Accumulated amortisation (183) (4) 160 27)
Net book amount 5 3) - 2

7.2 Long term operating tangible fixed assets

Acquisition cost 151

Buildings 37 - - 37
Equipment 114 3 (5) 112
Accumulated depreciation (123) @) 5 (125)
Buildings a7 (1) - (18)
Equipment (106) (6) 5 (107)
Net book amount 28 ) - 24
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7.3 Long term fixed assets held

under finance lease contracts
Until 2013 the Bank used fixed assets acquired under fi-
nance lease contracts, which are recorded as long term fi-
xed assets in the financial statements after termination of
the lease contract. These lease contracts can be analysed
as follows:

Amounts already paid

- = 19
on existing finance leases
Amounts payable _ R
within one year
Total amount paid and paya- _ 19

ble on existing finance leases

7.4 Pledged assets
The Bank did not provide any tangible fixed assets as colla-
teral for its liabilities as at 31 December 2014 and 2013.

8. Other assets

Derivative financial

9. Allowances, provisions
and write-offs

The Bank had the following provisions and allowances
for assets:

Other provisions

Provisions for potential

law litigations 71 70
Provisions for other payables 18 3
Total other provisions 89 73
Allowances

Impaired loans to customers

(Note 5) 484 342
Total allowances 484 342

The movements in provisions to potential payables can be
analysed as follows:

instruments (Note 23.4) 1.225 1.221 At 1 January 70 79
Receivables from settlement 50 102 Usage - (4)
of payments _ _
Foreign exchange difference 1 (5)

Operating advances granted 23 88 and discont effect
Deferred tax asset (Note 22) 19 18
Estimated receivables - 4 At 31 December n 70
Other receivables 1 1

The movements in provisions to other payables can be
Total other assets 1,318 1,434

analysed as follows:
Allowance for impairment = -
Total book value 1,318 1,434 —

At 1 January 8 -
Additions 16 -
Release 1) 3

At 31 December 18 3
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The movements in allowances for classified loans due from
clients and other receivables can be analysed as follows:

At 1 January 342 196
Additions 305 332
Foreign exchange translation

. (9) -
difference
Release (154) (186)
At 31 December 484 342

10.Due to banks

Current accounts with banks 1,117 636
Term deposits due

up to 24 hours A 11,358
Other term deposits with 27,658 20,045
banks

Other liabilities - 85
Total due to banks 33,047 32,124

Release of allowances and provisions
for amounts due from clients

Release of allowances for amount due

Deposits from related parties

Commerzbank Frankfurt

from clients 154 186 head office 2 I 19.439
Commerzbank,
Bratislava branch LA 1,681
Total 154 186
Commerzbank, Paris branch 109 157
mBank S.A.
(former BRE Bank S.A.), 35 2,485
Write-offs, additions and utilisation of allowances organisational unit, Praha
for amount due from clients Commerzbank
(Budapest) Zrt., Budapest 6 8
_ Commeerank’ London branch ! 2
Amounts due from clients written-off = 26 Commerzbank, New York 1 1
Additions to allowances and provisions 305 331 Commerzbank, Singapore - 5
for amounts due from clients Commerzbank
! = 4
Hong Kong branch
Total 305 357 KFW, Frankfurt am Main = 3
Commerzbank, Amsterdam - 2
. . . Total deposits
Bad debts are written off against established general from re|§ted parties 29,133 23,805

provisions, specific allowances or directly expensed in the
case that management asserts their recoverability as being
remote.

In the opinion of management deposits from related
tparties were accepted on substantially the same terms
and conditions, including interest rates, as those prevai-
ling at the same time for comparable transactions with
other customers, and did not involve more than the nor-
mal interest rate and liquidity risk or present other unfa-
vourable features.
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11.Due to customers

Amounts due

12. Other liabilities

Derivative financial

to governmental entities 1 13 instruments (Note 23.4) 1,072 1,076
Amounts due to municipalities 2 308 Settlement clearance accounts 231 182
Amognts due 12,013 11,192 Estimated payables 68 67
to private customers
Other liabilities 8 9
Total due to customers 12,026 11,513
— Total other liabilities 1,379 1,334

Liabilities repayable 8,369 7.610
on demand
Term accounts for fixed term 3,328 3,560

The Bank did not have any overdue liabilities to finance
Term accounts 262 343 . Lo . R
with fixed notice period authorities, social insurance authorities or health insurance
Other amounts companies as at 31 December 2014 and 2013.
due to private customers e )
Total due to customers 12,026 11,513

Deposits from related parties

Immobiliengesellschaft

Ost Hagle, s.r.o. 57 33
Commerz Real 9 4
Mobilienleasing, GmbH

FOSSUM Vermietungsges. ~ 2
PRAHA s.r.o.

Total deposit from related 46 39

parties

The Bank did not accept any deposits from senior manage-
ment members as at 31 December 2014 and2013.

In the opinion of management, deposits from related parties
were accepted on substantially the same terms and condi-
tions, including interest rates, as those prevailing at the same
time for comparable transactions with other customers, and
did not involve more than normal interest rate and liquidity
risk or present other unfavourable features.

13. Equity and profit distribution

13.1 Profit distribution

The net profit of CZK 257 million for 2014 is proposed to
be distributed as follows:

Allocation to Commerzbank AG (profit according

to German accounting standards) 259
Transfer to retained earnings (2)
Net profit 257

The transfer to retained earnings represents the difference
between the net accounting profit in accordance with the
Czech accounting standards and the net accounting profit
in accordance with the German accounting standards. The
difference predominantly arises from the diverse accoun-
ting treatment in the area of provisions, revaluation of fi-
nancial derivatives and available-for-sale securities.
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14. Contingencies and commitments
Commitments to provide a loan, loan guarantees to thi-
rd parties and guarantees from acceptance of bills of ex-
change and letters of credit expose the Bank to credit risk
and to loss in the event of a client’s inability to meet his ob-
ligations. Various commitments and contingent liabilities
arise in the normal course of business involving elements
of credit, interest rate and liquidity risk.

Commitments and guarantees granted

Guarantees granted

Banks in the group — subsidia-

15. Interest and similar income

Inter-bank transactions 40 28
Receivables from customers and state 549 505
Debt securities 13 12
Total interest and similar income 602 545

CZK 26 million of interest income was recognised on
impaired loans in the year ended 31 December 2014 (2013:
CZK 37 million). There was no registered unpaid penalty
interest income outstanding in 2014 and 2013.

ries and other controlled banks 108 93
Non-banking companies in the Interest income from related parties
group — subsidiaries and other 1 1 of Commerzbank AG Group
controlled entities
oher banks 1'635 e —
Other clients 5,824 52,70
Commerzbank Frankfurt - head office 25 18
Not listed
Guarantees granted 7,568 5,880 BREL-COM Sp. Z 0.0. as related 4
Provision for guarantees Commerzbank Bratislava branch 8 3
(15) -
(Note 9)
Transfinance, a.s. 1 10
Total carrying value of the
guarantees 7,553 5880 FOSSUM Vermietungsges. ML.BOLESLAV s.r.o. 1 2
Immobiliengesellschaft Ost Hagle, s.r.o. 1 1
mBank (BRE Bank) S.A., Warsaw 1 1
mLeasing (BRE Leasing Sp. Z 0.0.), Warsaw - 2
— FOSSUM VermiEtungSgeS‘ PRAHA s.r.0. i 2
Non-cancellable commitments 5,344 2,804
Guarantees granted 7,568 5,880 Total 82 43
On behalf of banks 1,743 609
On behalf of customers 5 6925 5,271 . .
16.Interest and similar expense
Total commitments 12,912 8,684
and guarantees granted
Net commitments 12,912 8,684

and guarantees granted

The Bank has not granted any guarantees to its manage-
ment as at 31 December 2014 (CZK 70 thousand as at
31 December 2013).

Inter-bank transactions 94 72
Deposits from customers and state 3 23
Other 1 2

Total interest and similar expense 98 96
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Interest expense from related parties
of Commerzbank AG Group

Commerzbank Frankfurt — head office 87 70
Commerzbank (Euroasija) SAO, Moscow 4 4
Commerzbank, Hong Kong branch - 1
mBank (former BRE Bank) S.A., Warsaw = 1
Commerzbank, Bratislava branch = 1
Total 91 77

17.Fee and commission income

Domestic and foreign transfers 115 116
Letters of credit 40 44
Guarantees 43 41
Credit related fees and commision 77 33
Other 10 14
Brokerage income from the purchase

and sale of securities and derivatives / 8
Asset management fees and related fee income - 3
Total fee and commission income 292 259

18.Fee and commission expense

Revenue split 25 14
Fees and commissions on loans 10 7
Domestic and foreign payments 7 7
Fees and commissions for off balance sheet 3 -
Fees and commissions 2 1

from other financial activities

Total fee and commission expense 47 29

19. Gains less losses
from financial transactions

Gains / (Lpsses) ) (569) 155
from foreign currency transactions

Gains from transactions
with FX financial derivatives 72 18

(Losses)
from interest rate financial derivatives ey “@

Total gains !ess losses ) 156 169
from financial transactions

20. Other operating income

Income from intercompany re-invoicing 328 288
Income from insurance reimbursement = 40
Other operating income 4 8
Total other operating income 332 336

Income from intercompany re-invoicing represents re-invoi-
cing of costs related to activities carried out for the head
office Commerzbank AG in Frankfurt am Main and income
from invoicing of management and administration services.
These services are provided to branches in Bratislava, Wien
and to subsidiaries in Budapest and Moscow.
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Other operating income from related parties
of Commerzbank AG Group

Commerzbank Frankfurt — head office 301 266
Commerzbank, Bratislava branch 22 20
Commerzbank (Budapest) Zrt., Budapest 2 1
Commerzbank, Moscow 2 1
Commerzbank, Wien 1 -
Total 328 288

21. Administrative expense

Staff statistics

Average number of employees 275 273

In 2013 and 2014, the Bank provided contributions of CZK
1 million to its employees for state pension insurance.

22.Taxation

The income tax expense consists of the following:

Current tax expense 64 59
_ Deferred tax expense/(income) (2) 1
Staff costs 370 363 Adjustment of prior year tax expense - 1
Total income tax expense 62 61
Outsourcing 74 53
Rent and lease charges 49 46
Expenses for IT 29 34 Current tax can be analysed as follows:
Tax and legal advisory services 9 2
Services providgd by the auditi.ng company - 2 ) —
compulsory audit of the financial statements
Other administrative expenses 60 51 Profit before taxation 319 315
Non-taxable income (80) (73)
Total administrative expense 721 671 Non-deductible expenses o5 42
Other expenses reducing net taxable profit 2 28
Staff costs are analysed in the income statement. Net taxable profit s 312
Current tax charge at 19 % 64 59

In 2014, the management of the Bank was paid wages
and salaries of CZK 44 million (2013: CZK 45 million),
social and health insurance paid by the Bank amounted
to CZK 7 million (2013: CZK 7 million). The management
of the Bank includes its directors and further the mana-
gers on the first level of the organisational structure
(as at 31 December 2014 a total of 13 employees and
2013 a total of 14 employees).

Deferred income tax asset is calculated as 19% (income
tax rate for 2013 and 2014) depending on the period,
in which it is expected the temporary difference to be
compensated and can be analysed as follows:
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31 December 2014

Deferred tax asset

as at 1 January 17 18
Available-for-sale securities = (1)
Allowances to loans 2 B
to customers

Deferred tax asset 19 17

as at 31 December

31 December 2014

Deferred income tax asset

Allowances to loans

17 15
to customers
Non-tax deductible social 3 3
insurance
Total 20 18
Deferred income tax liability
Change in fair value 1 1
of available for sale securities
Net deferred tax asset 19 17

(Note 8)

23.Financial risks

1.1 Strategy in using financial instruments

The Bank’s activities are principally related to the use of
financial instruments. The Bank accepts deposits from
customers at both fixed and floating rates and for various
periods and seeks to earn above average interest margins
by investing these funds in high quality assets. The Bank
seeks to increase these margins by consolidating short-
-term funds and lending for longer periods at higher rates
whilst maintaining sufficient liquidity to meet all claims
that might fall due.

The Bank also seeks to raise its interest margins by
obtaining above average margins, net of provisions, through
lending to commercial and retail borrowers with a range
of credit standings. Such exposures involve not just on-
-balance sheet receivables and advances but the Bank also
enters into guarantees and other commitments such as le-
tters of credit and other similar liabilities.

The Bank also trades in financial instruments where it
takes positions in traded and over the counter instruments
including derivatives to take advantage of short-term mar-
ket movements on the shares and bonds markets and in
currency, interest rate and commodity prices. The Board of
Directors sets trading limits on the level of exposure that
can be taken in relation with both overnight and intra-day
market positions. Currency and interest exposure resul-
ting from these financial instruments are normally offset
by entering into counterbalancing positions.

1.2 Credit risk

The Bank structures the levels of credit risk it undertakes
by placing limits on the amount of risk accepted in relation
to one borrower, group of borrowers and to geographical
and business segments. Such risks are monitored on a re-
gular basis and are subject to an annual or more frequent
review. Limits on the level of credit risk by product, in-
dustry sector and by country are approved by Head office in
Frankfurt am Main. Besides that, unexpected losses, risk
of accumulation and concentration of credit risks are acti-
vely controlled by internal VAR model. All above mentioned
models are based on internal credit rules and competences.

The Bank considers its current credit portfolio to be high
quality since the value of allowances is less than 2.40%
of the nominal value of the credit portfolio. The Bank
uses pledges to real estate, cession of receivables, gua-
rantees and guarantors’ proclamation etc. The Bank mo-
nitors the concentration of risks based on geographical
and industry sectors.
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Geographical segmentation

Assets

Cash and cash deposits with central banks 2,367 - - - 2,367
Due from banks 15,579 5,380 684 123 21,766
Due from customers 14,407 3,848 1,439 - 19,694
Securities available-for-sale 1,787 - - - 1,787
Other assets 475 839 42 - 1,356
Total assets 34,615 10,067 2,165 123 46,970

Assets

Cash and cash deposits with central banks 886 - - - 886
Due from banks 10,800 10,995 241 186 22,222
Due from customers 14,896 1,069 2,209 - 18,174
Securities available-for-sale 2,629 - - - 2,629
Other assets 594 882 - - 1,476
Total assets 29,805 12,946 2,450 186 45,387

Information about bank segmentation

Assets

Cash and cash deposits with central banks 2,367 - - 2,367
Due from banks 685 - 21,081 21,766
Due from customers 17,613 2,077 4 19,694
Securities available-for-sale 237 - 1,550 1,787
Other assets 313 - 1,043 1,356
Total assets 21,215 2,077 23,678 46,970
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Assets

Cash and cash deposits with central banks 886 - - 866
Due from banks 2,233 - 19,989 22,222
Due from customers 17,328 845 1 18,174
Securities available-for-sale 235 - 2,394 2,269
Other assets 277 - 1,199 1,476
Total assets 20,959 845 23,583 45,387

Information about customer segmentation

Assets

Cash and cash deposits with central banks 2,367 - - - - 2,367
Due from banks 15,580 6,186 - - - 21,766
Due from customers - - 19,615 - 79 19,694
Securities available-for-sale - - 237 1,550 - 1,787
Other assets 21 860 474 - 1 1,356
Total assets 17,968 7,046 20,326 1,550 80 46,970
Assets

Cash and cash deposits with central banks 886 - - - - 886
Due from banks 10,800 11,422 - - - 22,222
Due from customers - - 18,075 - 99 18,174
Securities available-for-sale - - 235 2,394 - 2,629
Other assets 120 835 521 - - 1,476
Total assets 11,806 12,257 18,831 2,394 99 45,387

23.3 Market risk

The Bank takes on exposure to market risks which arise
from open positions in interest rate and currency, all of
which are exposed to general and specific market move-

ments and changes in the level of volatility of market rates
or prices, such as interest rates, credit spreads and foreign
exchange rates.
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The Bank applies a ‘value at risk’ (“VAR”) methodology to
estimate the market risk of positions held and the maxi-
mum losses expected upon a number of assumptions for va-
rious changes in market conditions. Head office in Frank-
furt am Main sets limits on the value of risk that may be
accepted, which is monitored on a daily basis.

For assessment of market losses arising from extreme mar-
ket changes the Bank defined the stress scenarios, based
on which a value of Stress test is calculated — an expected
maximum loss under unfavourable market conditions.

The daily market VAR is an estimate, with a confidence le-
vel set at 97.5%, of the potential loss which might arise if
the current positions were to be held unchanged for one
business day. The actual outputs are monitored regulary
to test the validity of the assumptions and parameters / fac-
tors used in the VAR calculation.

23.4 Derivative financial instruments

Since VAR constitutes an integral part of the Bank’s market
risk control regime, VAR limits are established by the ma-
nagement of the Bank for individual trading and portfolio
operations; actual exposure against limits, together with
a consolidated bank-wide VAR of the Bank, is reviewed daily
by management. Consolidated VAR of the Bank as at 31 De-
cember 2014 was CZK 2.2 million (31 December 2013: CZK
2.6 million) and average daily consolidated VAR was CZK
2.8 million in 2013 and 2014.

Stress-testing values are presented with VAR values to the
Bank management and Commerzbank AG head office on
a daily basis, analogically. Limits of stress-testing and limits
of VAR were never exceeded in 2014 (average annual value
in 2014 equals 39.02 %, in 2013: 22.68 %).

The Bank concludes derivative financial instruments only on the over-the-counter market (OTC). The Bank has outstanding

derivative contracts, which can be analysed as follows:

Total financial derivatives

Interest rate derivatives 2,208 2,208 44 50
Currency derivatives 81,143 80,997 1,181 1,022
Total 83,351 83,205 1,225 1,072

Interest rate derivatives 3,530 3,514 15 36
Currency derivatives 74,279 74,100 1,206 1,040
Total 77,809 77,614 1,221 1,076

Derivative financial instruments were valued using only market prices or valuation models based only on observable

market data.
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23.4.1 Trading agreements

Interest rate derivatives

Swaps 2,208 2,208 44 50
Total 2,208 2,208 44 50
Currency derivatives

Forwards 11,071 11,071 77 76
Swaps 70,072 69,926 1,104 946
Total 81,143 80,997 1,181 1,022
Total trading agreements 83,351 83,205 1,225 1,072
Interest rate derivatives

Swaps 3,417 3,417 15 36
Options 113 97 - -
Total 3,530 3,514 15 36
Currency derivatives

Forwards 8,565 8,534 220 192
Swaps 65,714 65,566 986 848
Total 74,279 74,100 1,206 1,040
Total trading agreements 77,809 77,614 1,221 1,076

Fair value gains less losses of trading derivatives are recognised in the income statement.
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23.5 Currency risk

The Bank takes on exposure resulting from fluctuations in the prevailing foreign currency exchange rates on its financial
position and cash flows. Head office in Frankfurt am Main sets limits on the level of exposure by currency and in total for
both overnight and intra-day positions, which are monitored daily.

The table below summarises the Bank’s exposure to currency risk. Included in the table are the Bank’s assets and liabi-
lities at carrying amounts, categorised by currency.

31.December2014(cZKm) €K EWR  USD  Other Total

Assets

Cash and cash deposits with central banks 2,346 13 3 5 2,367
Due from banks 15,671 2,160 3,877 58 21,766
Due from customers 12,195 6,923 574 2 19,694
Securities available-for-sale 1,787 - - - 1,787
Other assets 1,333 7 8 8 1,356
Total assets 33,332 9,103 4,462 73 46,970
Liabilities

Due to banks 8,040 17,792 7,203 12 33,047
Due to customers 6,852 4,625 478 71 12,026
Provisions 74 15 - - 89
Other liabilities 1,689 44 55 20 1,808
Total liabilities 16,655 22,476 7,736 103 46,970
Net assets/(liabilities) 16,677 (13,373) (3,274) (30) =
Net off-balance sheet assets/(liabilities) (16,516) 13,339 3,275 48 146
Net open currency position 161 (34) 1 18 146

30.December2013(CzKm) €K EWR  USD  Other Total

Assets

Cash and cash deposits with central banks 859 16 5 6 886
Due from banks 13,339 8,679 128 73 22,222
Due from customers 11,151 6,665 350 5 18,174
Securities available-for-sale 2,629 - - - 2,629
Other assets 1,430 43 2 1 1,476
Total assets 29,408 15,403 485 85 45,387
Liabilities

Due to banks 6,047 25,385 657 30 32,124
Due to customers 6,990 3,984 487 50 11,513
Provisions 73 - - - 73
Other liabilities 1,577 86 25 5 1,677
Total liabilities 14,687 29,455 1,169 85 45,387
Net assets/(liabilities) 14,721 (14,052) (684) - o
Net off-balance sheet assets/(liabilities) (14,711) 14,209 695 2 196

Net open currency position 10 157 11 2 196
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23.6 Interest rate risk

The Bank takes on exposure resulting from fluctuations in
the prevailing levels of market interest rates on its financial
position and cash flows. Interest margins may increase as
a result of such changes but may reduce or create losses in
the event that unexpected movements arise. Head office in
Frankfurt am Main sets limits on the level of mismatch of
interest rate repricing that may be undertaken. These limi-
tes are monitored daily. In the balance sheet of the Bank
outweights assets and liabilities with fixed interest rate.

23.7 Liquidity risk

The Bank is exposed to daily calls on its available cash
resources from overnight deposits, current accounts,
maturing deposits, loan draw downs, guarantees and
from margin and other calls on cash settled derivatives.

The Bank does not maintain cash resources to meet all
of these needs as experience shows that a minimum le-
vel of reinvestment of maturing funds can be predicted
with a high level of certainty. Head office in Frankfurt am
Main sets limits of the liquidity according to time zones
and individual currencies. These limits are monitored on
a daily basis.

Fair values of derivatives are recognised in other assets
and other liabilities. The Bank is able to close its open po-
sitions on capital markets, if necessary. Usual maturities of
financial derivatives are in interval up to 1 year.

The table below analyses assets and liabilities of the Bank
into relevant maturity bands based on the remaining period
at the balance sheet date to the contractual maturity date.

Assets

Cash and cash deposits with

central banks 52 i ) ) 2,315 2,367
Due from banks 19,610 1,727 429 - - 21,766
Due from customers 10,434 1,868 6,245 892 255 19,694
Securities available-for-sale 500 1,051 - - 236 1,787
Other assets 782 340 75 1 158 1356
Total assets 31,378 4,986 6,749 893 2,964 46,970
Liabilities

Due to banks 32,231 315 501 - - 33,047
Due to customers 11,576 450 - - - 12,026
Provisions - - - - 89 89
Other liabilities 733 273 51 1 750 1,808
Total liabilities 44,540 1,038 552 1 839 46,970
Net assets/(liabilities) (13,162) 3,948 6,197 892 2,125 -
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Assets

E:srraalnl;ia(r:]izh deposits with 52 R ; : 834 886
Due from banks 19,200 2,534 389 99 - 22,222
Due from customers 8,482 3,291 4,989 1,277 135 18,174
Securities available-for-sale 1,500 905 224 - - 2,629
Other assets 658 464 98 1 255 1,476
Total assets 29,892 7,194 5,700 1,377 1,224 45,387
Liabilities

Due to banks 29,411 1,673 1,035 - 6 32,125
Due to customers 11,350 162 1 - - 11,513
Provisions - - - - 73 73
Other liabilities 584 396 82 1 613 1,676
Total liabilities 41,345 2,231 1,118 1 692 45,387
Net assets/(liabilities) (11,453) 4,963 4,582 1,376 532 =

24.Subsequent events

There were no events, which have occurred subsequent
to the year-end until the date of preparation of financial
statements, which would have a material impact on the
financial statements of the Bank as at 31 December
2014.

S

These financial statements have been approved by man-
agement for presentation to Commerzbank AG and have
been signed on their behalf by:

st fop banioin

11 March 2015 Beate Simon

Ing. Eva Collardova, MBA Ing. Vladimir Kugler
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