CZECH BANKING ASSOCIATION

On the Basis of Standar d Documentation Published by
the Eur opean Banking Feder ation

MASTER AGREEMENT FOR FINANCIAL TRANSACTIONS

EXPLANATORY MEMORANDUM

The following is a summary of the aims and striectof the Master Agreement for Financial Transastion
sponsored by the Czech Banking Associatid@BA"). The Czech Master Agreement for Financial
Transactions"(CMA") was set up on the basis of a standard EuropeateMAgreement for Financial
Transactions'(EMA") sponsored by the Banking Federation of the E@nofénion { FBE") in co-operation
with the European Savings Banks GroUe$BG") and the European Association of Cooperative Banks
("EACB"). The original text of the EMA was published odahuary 2001 on the FBE websiteyw.fbe.be

on the ESBG websiteyww.savings-banks.coand on the EACB websiteiww.gebc.org The drafters of the
EMA derivatives working group have decided to repléhe 2001 Edition of the Special Provisions, G&ne
Provisions and the Index of Defined Terms by a mevgion designated Edition 2004 in order to take in
account the addition in the EMA of the Derivativeafisactions and its documentation. With respettédo
introduction of the Czech Master Agreement to tleedd financial market in 2006, all documents were
initially designated Edition 2006. Edition 2007daRdition 2008 have been prepared afterwards tectef
ongoing changes in the legal environment.

Work on the project relating to the Czech Mastere&gent has been supported by the law firm of Rach
Rand| Kubr, Prague, acting as advisers for the CBA.

Goals

The European Master Agreement aims to consolidatt®,a single set of harmonised documents, various
master agreements used within the euro zone ataincaeighbouring countries, particularly for reghase
transactions and securities lending. At the same parties to the EMA are able to choose theicgipe law,
jurisdiction and contractual language and can tateeaccount various specific national legal reguients.
Relevant provisions of the EMA have been modifigd,accordance with the goals mentioned in this
paragraph, with regard to use of the CMA for Idcahsactions on the Czech financial market. Thensaries

of changes compared to the EMA have been itemizeétied Annex to this Memorandum. As well as the
European Master Agreement, which is primarily desibto replace master agreements existing undé&awvise

of various continental European countries, the B2daster Agreement is designed to replace locatenas
agreements, which are used predominantly, thougéxotusively, in the Czech Republic.

Benefits

As well as the EMA, the CMA should bring about tb#owing benefits:
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« enable market participants to document potentilliyading transactions under a single mastereageat,
including repurchase transactions, securities laadsderivative transactions. To date, a unifqopr@ach
to documentation, particularly with respect to repase and securities lending transactions, whieh a
closely related in economic terms, has not beeertaken by the market;

« provide a contractual basis for cross-productmgetind margining;

e result in further harmonisation of operational psmns with the New York or English law master
agreements developed by, for example, ISDA, PSAAZMd ISLA, this issue is particularly relevant kit
respect to back-to-back transactions, where instamgies can result in mismatches;

« facilitate trading with an increasing number of wt@uparties in Europe who request the use of Hoeire
country standard, because, if the EMA is broadbepted, home standards would be almost identical in
many continental European jurisdictions;

< simplify and expedite the documentation proceseeldycing the number of master agreements which are
handled and, accordingly, the number of legal opisrequired; and

» result in cost-savings as a consequence of thgdang.
Structure

The CMA will be composed of "Special Provisionshigh will constitute an agreement between the gmrti
and "General Provisions", which will always be inmmrated into that agreement. Additionally, supmetal
"Annexes" may be incorporated at the election efghrties. The initial form of the CMA will thus rgist of
the following elements:

1. Special Provisions;
2. General Provisions;
3. Product Annex for Repurchase Transactions;
4. Product Annex for Securities Loans;

5. Product Annex for Derivatives Transactions (inahgdsupplements on Interest Rate Transactions, ©ptio
Transactions and Foreign Exchange Transactions); an

6. Margin Maintenance Annex.

The Special Provisions will be only those composeffithe master agreement which is signed by thepa
It will normally constitute the master agreementorporate the other components and contain lalbter
agreed provisions. It may be as short as two pghtiesparties are satisfied with the "regular"yismns of the

CMA and do not amend these.

The General Provisions and Annexestanas of business which are not signed as such, but incorporated into
an agreement between the parties (normally thei@gemvisions). On an exceptional basis, they imay
incorporated directly into the terms of a transactprimarily when a document based on the fori8@pacial
Provisions has not yet been agreed and executésl.Séection 1(2), the second sentence of the Genera
Provisions, which deals with such situations. Then&al Provisions are a "multi-produdbcument,
comparable to a certain degree to an ISDA masteeagent. They contain contractual principles comino
repurchase transactions, securities loans andatiegs. Duplications and inconsistencies, as tjigicacur
when parties enter into different master agreemeittseach other, are thus avoided. A further athgmis

that the documents (Annexes) dealing specificalth wepurchase transactions, securities loans aargjim
maintenance are brief and focused technical docismen
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General Provisions

The General Provisions contain (i) an introductdguse on purpose, structure, interpretation arzdiiple
modifications (Section 1), as well as (ii) clauses operational details such as confirmations, aé age
payment and delivery procedures (Sections 2 anda®ps, particularly withholding taxes (Section 4),
representations (Section 5), termination due tawudisfand changes of circumstances (Section &g-dat and
final settlement (Section 7), notices (Section®)oking offices (Section 9), other miscellaneoustens,
including agency transactions (Section 10), anetgorg law and jurisdiction (Section 11).

The withholding tax and gross-up provision, which is relatively brief, differs froworresponding provisions
contained in, for example, the ISDA and PSA/ISMAsteaagreements where, in turn, the relevant pomss
are different from each other. It is based orctiraparatively simple principle that a gross-up &happly in
a cross-border, but not in a domestic context. (BBEA Users™ Guide published in 1993 contains, agep48,
anoptional provision which basically follows this approach.)

With regard talefaults, Section 6(1) is based on, among others, the faligprinciples:

- Failure to pay, including a failure to pay damages cash settlement amount upon non-deliverynis a
event of default, but not failure to deliver ashsuc

- Athree Business Day grace period in case of ngmpat under a Transaction, but no grace periotlan t
case of a failure to provide margin;

- A cross default provision which contains a matiyidiimitation. This protects against unjustifiddfault
terminations in situations where, for example, siébtthird parties are not paid by a party dudlegality
or impossibility and the counterparty under CMAd affected;

- Insolvencies that are relevant only if they happea party's home jurisdiction or another jurisidict
specified by the parties (insolvency provisionsame market documentation standards, by contesst s
to suggest that insolvency proceedings in any cpuwhether or not the party is present there,tdgger
a termination right of the other party or an autticrtarmination).

Product Annexesfor Repurchase Transactionsand Securities L oans

The two Product Annexes for repurchase and semutégnding transactions address the issues atinihey
both in a consistent manner, to the extent possiblés includes matters such as late delivenpaate and
other special events, as well as distributionscdine and subscription rights (see Sections 2(B),ad 4 in
the Repurchase Annex and Sections 2(5), 2(6) amth& Securities Loans Annex).

Consequential damages in the event of late delivery are excluded in pple; but costs for the borrowing of
substitute securities by the party entitled todélévery may be charged.

Subscription rights will generally be required to be transferred to defler or lender of the securities,
regardless whether the buyer or borrower holdséoerities purchased or borrowed; the buyer ooher
will often, if not regularly, need to purchase sriion rights in the market in order then to sfemn such
subscription rights. Therefore, the treatment wfssription rights is broadly in line with the custary
treatment of income distribution under repurchasksecurities lending transactions.

With respect tosoting rights, the Agreement, by not setting forth any speciagtunh this regard, will have the
effect that these rights will be freely exercisaijewhichever person who owns the securities atdleant
time. Unless specifically agreed, the seller odégns not entitled to give voting instructionshelfact that the
buyer or borrower may happen to hold securitigh@Eame kind as those purchased or borrowedavié ho
impact.

Product Annex for Derivatives Transactions

With the Derivatives Annex, the CMA provides a feamork within which parties are able to document
repurchase and lending transactions on securdgsyell as ‘over the counter’ derivatives and fgmei
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exchange transactions. By bringing together atigactions under one roof it is possible for patteagree on
a single set of clearly defined events or circuntsta in respect of a party the occurrence of weieid entail
the termination of all outstanding transactionsveen the parties, thereby avoiding a situation lmckv a
particular event or circumstance may entail theniation of some transactions but not of othersy B
combining the settlement amounts in respect oduhtanding transactions into one single net amopoh
early termination, the potential for reducing ctediposure and capital adequacy requirements throetiing

is maximised. Last but not least, parties havetissibility to calculate margin calls on a net asirespect of
all transactions outstanding between them.

The terms of the Derivatives Annex, and any ag&guplement, and the Master Agreement will goveoseh
Derivative Transactions in which the parties hayeed that these terms will govern a particulars@ation.

In most cases, this agreement between the parilidsewevidenced in the confirmation for that tracison.

For some transactions, however, confirmation fosmate standardised so that, for example, these
confirmations can be exchanged via electronic meos these transactions, it is not always posdible
include in the relevant confirmation a reference tmaster agreement. In such cases it is usuphftes to
agree in the master agreement that the terms of iwester agreement will automatically govern these
transactions, even if the confirmations do not makg reference to the master agreement. The Deggsgat
Annex provides that the Foreign Exchange Transactis defined in the Supplement for Foreign Exolang
Transactions will automatically be governed by ftiaster Agreement without further reference in a
confirmation in which the parties have agreed tooiporate the Supplement for Foreign Exchange
Transactions in the Derivatives Annex. In casesraligere may be some uncertainty as to the meafing
"spot transactions" in the context of foreign exgf@transactions and, hence, legal uncertainty ashéther
such transactions are included in statutory clegesetting rules, parties can agree in the SpEca@lisions to
exclude these spot foreign exchange transactionstfie scope of their Master Agreement.

Parties can also agree in the Special Provisi@tsutther types of transactions may be includedraatically
in the Derivatives Annex. Parties intending tdude further transactions in the Derivatives Anrfeyvever,
should be careful accurately to identify the typéfransactions to be included. Furthermore, tnay also
wish to consider whether, for this purpose, it wobke helpful to refer to definitions of the trartgats
published by other industry associations.

The CBA has commissioned legal opinions for the CaMé&l the Derivatives Annex on the assumption tieat t
parties to the Master Agreement will only inclutle transactions of the generic types referred paiagraphs
(i) through (iv) of Section I(I)(a) of the Derivaéis Annex. Any reservations which an opinion wiitay have
() as to whether the close-out netting provisiohgshe Master Agreement would be valid for a patéc
transaction type referred to in paragraphs (i)ubho(iv) of Section I(I)(a) of the Derivatives Angeand (ii)
whether integration of that transaction type wafféct the netting of the other transactions varefore be
mentioned in his opinion. Parties wishing to inelumdansactions which do not fall within the catégpr
referred to in paragraphs (i) through (iv) of Sacfil)(a) of the Derivatives Annex and who wishréty on the
close-out netting provisions in the Master Agreensbould consult their legal advisors as to theseqonences
of including such particular transactions.

Market Standard Documentations/Technical Definitionsand GoverningLaw

The drafters of the EMA derivatives working growgridied that at this stage it would be neither élpbr
necessary for the FBE to produce new sets of teghdefinitions for the complete range of derivativ
transactions now being traded. Indeed, a numbedefaiitions has already been published in diffeferms

and are being used widely by participants in thevdtves markets ("Market Standard Documentatipns"
Therefore the Derivatives Annex has been draftedhenassumption that the parties may wish to use
definitions published by an industry associatioa branking association to assist them in defirfieg¢chnical
terms of their transactions.

Nonetheless, the EMA derivatives working group tiedit it would be helpful to offer a set of definits for
"plain vanilla" foreign exchange, interest rateiwive and option transactions. These definitians
contained in the Supplements "Foreign Exchangesadions”, "Interest Rate Transactions" and "Option
Transactions". It must be stressed that these Sugpits are not intended to change the establishekem
practice by introducing new or modified definitiontnstead, the aim is to reach further harmomisasind
standardisation by codifying a set of definitionkich reflect what the EMA derivatives working group
believes to be the current market standards.
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Other Market Standard Documentations may be incatpd (i) by reference in a Confirmation, or (ij b
agreement between the parties in the Special Ronsis Parties should, however, review the termsuch
Market Standard Documentations to identify any sethat may have been drafted for use with a péaticu
form of a master agreement and which, thereforg; need amending when used in conjunction with a
different form of a master agreement. If the partdo not agree otherwise in the Special Provistbegerms
of these Market Standard Documentations will bestard in accordance with the law governing thetbdtas
Agreement agreed by the parties in the Specialistoms. The drafters of the Derivatives Annex ggised,
however, that the Market Standard Documentatiopsuaually drafted for use, together with national o
international industry master agreements, underrticplar governing law. The Special Provisional#a the
parties, if they wish, to agree that the termdhefilarket Standard Documentations that they spetay, in
respect of certain Transactions, be construeddardance with a different law from that which gosetheir
Master Agreement. Therefore, parties can choaskathwhich they consider most appropriate to gotieeir
Master Agreement. At the same time, they can réfairlexibility to use the Market Standard Docutaéon
which they consider to be the most appropriatafparticular derivative transaction and, if necgssnsure
that other similar transactions in their book maydecumented using market standard terms whidlay as
possible, are compatible with each other.

Even though the Derivatives Annex and the 2004idfdif the Margin Maintenance Annex were draftethwi
the possibility in mind that parties may wish tdcoate the margin across all transactions on dasis, the
drafters of the EMA recognised that the operatioeglirements for this may not yet be in place galyefor
all institutions using the EMA. The Special Provis, therefore, contain provisions in which partiegy
agree on which booking offices or subsets of tretitazs are to be included in the margin arrangesnent

Margin M aintenance Annex

The Margin Maintenance Annex for Repurchase Trdioses; Securities Loans and Derivatives Transastion
sets out common rules on the provision of margintfese types of transactions. This approachvisime¢he
market. The Annex specifies in Section 1(1) thatgiming may occur either globally for all suchmiactions,
for each individual transaction or for specifiecdoyps of transactions (e.g. by distinguishing betwee
repurchase transactions and securities loanswebptequity and debt transactions).

Should the Agreement be later extended to additigpas of transactions, the margin annex may bended
or supplemented.
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Annex

A Summary of Changestothe CMA compared with theEM A

CMA is executed both in Czech and English and hetisions are identical. The parties may decide
according to which version they enter into the @z2daster Agreement and make this version as decisiv
between them. With respect to the fact that CMAW®en generated by translation from original Ehglis
version of EMA, the English version should, in cafany uncertainty, serve as an interpretatiopsup
Whereas the CBA's goal has been to maintain treagteconformity between the CMA and the EMA,
only the necessary stylistic alterations have leade in the Czech translation. In the interesidafoting
the CMA to the Czech legal environment, this Andiscusses only those changes that are relevdrme to t
EMA.

General Provisons
1. Promulgation of M odificationsto the Czech Master Agreement

Article 1(5) of the General Provisions states tay modifications to the General Provisions or any
modified or new Annex that the CBA may promulgatehie future may become effective between the
parties to a Czech Master Agreement by each patifying its acceptance in the manner designated by
the CBA. In this case the CMA shall be issued éftim of a deliberative standard of the CBA.

2. ThePrincipal of a Single Agreement

Article 1(4) has been expanded to include a prowishat unless otherwise agreed, a discharge of an
obligation in any manner other than performancthermanner substituting the performance (e.g.-a set
off), will trigger the termination of all obligaticc from all other Transactions with the effect of a
withdrawal in the Event of Default (Article 6(4))Under the Insolvency Atthe insolvency trustee is
allowed to withdraw from any outstanding Transactio our view, it is advisable avoiding the solexl
"cherry picking", to terminate all Transactions amat permit an insolvency trustee to only terminate
Transactions which are not profitable for him ar. he

3. Trandfer of aTitle

Article 3(2)(a) of the General Provisions of EMApsiates that as far as transfer of Securities is
concerned, if registered Securities are to be feems, the transferee may dispose of the Seauritie
received before the transfer is entered into tlevaat register. If the entry depends upon a cistante
beyond the transferor's reasonable control, tmsfeeor does not warrant that such entry will hecséd.
According to Czech law, in case of transfer of steged Securities the title shall transfer as athe
record of a title shall be made to the relevanttorner's or owner's accodntBy reason of the
abovementioned the provision in question was oditte CMA as we are of the view that it was
misleading.

4, Withdrawal vs Notice

The EMA does not distinguish between terminatiombtice (in Czech "vypad™) on one hand and
withdrawal (in Czech "odstoupeni). In our opinidhis distinction must be made under Czech law.
Accordingly, Article 6 of the General Provisions @MA provides for termination by withdrawal (in
Czech "odstoupeni") from Transactions due to antexfedefault or due to a change of circumstaroes.
the other hand Article 10(7) provides for termioatiof the Master Agreement upon notice (in Czech
"vypovéd™). In our view, these two procedures should notdrgfused, as the effects of withdrawal differ
from the effects of termination by notice.

The CMA may be terminated by party upon giving,lesst, twenty-day notice to the other party.
However, all outstanding Transactions shall comtitnibe subject to the provisions of the CMA during

' Section 14 (3) of the Act No. 328/1991 Coll., Bankcy Act. Section 253 (1) of the Act No. 182/2aDéll., on
insolvency, as amended.
2 Section 96 of Act No. 256/2004 Coll., on CondugtBusiness on Capital Market.
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the notice period; and, to that extent, the effédhe termination shall occur only when all obtigas
under the last such Transactions shall have betorped.

On the contrary, a termination by withdrawal mayeffected even upon the occurrence of an Event of
Default, as defined in Article 6(1)(a). Only thenrdefaulting party shall be entitled to withdraw b
giving not more than twenty-day notice of withdrivepecifying the effective date of terminationadif
outstanding Transactions. The withdrawal will tefffect as at the date to be designated by thg jpart
the notice of withdrawal. If the party withdrave tTransactions, all outstanding obligations ofpitudies
shall be replaced by the obligation of the pattigsay the Final Settlement Amout as of the effectiate
(Early Termination Date)n the case of a withdrawal from the outstandingn$actions, the CMA shall
not terminate.

5. Automatic Termination of Transactions

The EMA provides for automatic termination of atfisactions upon the occurrence of certain Evénts o
Default as of the time immediately preceding tHevant event or action. In our opinion, under ted

of the Czech Republic, the effects of such autantatimination may not occur immediately prior ty an
such action or event but only upon the occurrericte relevant action or event. The provisions of
Section 6(1)(b) of the CMA has been amended aaugigdi whereas the effects of the automatic
termination would occur upon the occurrence ofrtdevant Event of Default. In our view, however, it
would not prejudice the effectiveness of the ngttomovisions of the CMA. Further, the automatic
termination will only apply under the CMA, if theuies so elect in the Special Provisions as, iirvigwy,

the concept allowing for automatic termination @ advisable under Czech law. It is necessargke t
into consideration the fact that automatic ternimabf Transactions takes effect retroactively atha
date of the occurrence of certain events (seel&il)(viii)(5)(A), e.g. filing a petition in bamigptcy).
However, in the meantime, which means during aoddsetween the filing a petition in bankruptcy and
the judgment of insolvency, a number of Transastioray be duly settled (in accordance with the
Agreement). The unwinding of these transactiontxaluring this period could cause substantial
difficulties. However, with respect to the implemtagion of close-out netting in Czech legislatiae, do
not believe that automatic termination will be njaise.

6. Duty to I dentify

The Act on Legalisation of Proceeds of CrifleAML") states that both individuals and legaliées are
obliged to identify their counterparties in casé®m transactions exceed EUR 1,000. It may beressu
that AML will apply to parties involved in transamsts concluded on the basis of the CMA.

Under the provisions of Section 13 of the AML, d@ydio identify does not apply in relation to clismtho

themselves are persons being subject to the idatith obligation (i.g. credit and finance indiibms)

and whose identity is sufficiently known and traargmt or in relation to activities in connectiorthwi
which only small probability of misuse for the légation of proceeds of crime or for the financiofy
terrorism arises and which fulfil the conditions et in Sections 13 (1 to 4) of the AML.

In order to comply with the requirements of the AMie recommend that parties hand over the necessary
identification documents (see point (15) of the cggdeProvisions) when entering into a CMA. These
documents should contain the identification of vwidlial persons entitled to enter into individual
Transactions, persons entitled to execute Confiomaiand persons entitled to confirm Confirmatiass,
well as a specimen of their signature.

7. Set-off

Article 7(4) of the General Provisions states thaton-defaulting party may set-off its obligatidogpay

a Final Settlement Amount against any actual otimgent claims which it has against a Defaultingypa
on any legal grounds whatsoever. In our opiniois, $et-off will not be possible upon the declamibf

the bankruptcy against the Defaulting party, as #at-off shall not be protected under the cloge-ou
netting provisions.

Product Anex for Repurchase Transactions

3 Section 7 of the Act No. 253/2008 Coll., on Measuagainst Legalization of Proceeds of Crime andriing of

Terrorism, effective from 1 September 2008.
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The Product Annex for Repurchase Transactions,oastrecied by the Master Agreement, defines a
repurchase transaction as transaction in whictpartg purchases a security (in consideration foash
payment) and agrees to sell back that securitheoother party (in consideration for the originaste
payment plus a premium), which means Buy/Sell Bemrisaction. The repurchase transactions are not be
construed as credit transactions secured by ineastimstruments.

Under provisions of Czech Commercial Code, a seggraansferable right, or another right attacted

an uncertified security, may be claimed towardsctirapany only by a person who is entitled to eserci
such right at a certain date determined by lave(ttbcisive day"; in Czech "rozhodny den"). Froraxa t
point of view, the tax treatment of Transactionsicivthgo beyond the decisive day for dividend
distribution appears questionable. Having consuiéedadvisers concerning this question, a provision
stating that the seller is to be considered tha@oi owner of the Securities for the tax purpaetieen
inserted in the relevant sections of the ProducheXes for Repurchase Transactions and Product
Annexes for Securities Loans. This should help woichany doubt as to who is the tax payer on
distributed money. However, the rules of this pthae should be confirmed with the Ministry of
Finance.
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