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The Malknechts  

Moving for 
the football 

Jírovce u Benešova
The Malknecht family

The Malknechts have built a house in Jírovce 
u Benešova. The project is nearing completion 
and they plan to move in summer. Dad chose the 
location for the house because ...
“I play football in Jírovce and I am chairman of the 
local football club,” says Milan Malknecht.

How did you set about choosing a design?
My wife and I came up with a design and then got 
together with an architect. The house has approxi-
mately 300 m2 square metres and in hindsight per-
haps I would have built something smaller.

And financing of the project?
We have a mortgage spread over 20 years. I was 
recommended Hypoteční banka by a friend, who 
takes care of all my finances. She arranged every-
thing and it all went very smoothly. 
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ČSOB Profile
Československá obchodní banka, a.s. (ČSOB) 

operates in the Czech Republic as a universal 

bank. It was established by the state in 1964 as 

a bank providing services in the area of foreign 

trade financing and free currency transac-

tions. ČSOB was privatized in June 1999 and 

Belgium’s KBC Bank, part of KBC Group, became 

ČSOB’s majority owner. In 2000 the bank took 

over Investiční a Poštovní banka (IPB). After the 

buyout of minority stakes in 2007, KBC Bank 

became ČSOB’s sole stockholder. Until the end 

of 2007, ČSOB was active in both the Czech 

and Slovak Republics. On 1 January 2008, the 

Slovak branch of ČSOB became independent.

ČSOB’s commercial profile includes these seg-

ments: individuals (retail clientele), small and 

medium-size businesses, corporate clientele 

and non-banking financial institutions, finan-

cial markets and private banking. In the retail 

banking segment, the Company maintains two 

brand names – ČSOB and Poštovní spořitelna. 

The latter uses the broad distribution network 

of Česká pošta’s post offices. ČSOB serves its 

customers at a total of 242 branches in the 

Czech Republic, while Poštovní spořitelna’s cus-

tomers can visit its 42 financial centers or some 

3,330 commercial points at post offices. The 

ČSOB branch network offers, beside its own 

products and services, a complete range of the 

ČSOB Group products and services. Both ČSOB 

and Poštovní spořitelna also provide services 

through distribution channels within ČSOB 

Group and various direct banking channels.

ČSOB Group is the leading player on the finan-

cial services market in the Czech Republic. 

Combining the strengths of its brands - ČSOB 

(for banking, insurance, asset management, 

pension funds, leasing and factoring), Poštovní 

spořitelna (banking within the postal network), 

Hypoteční banka (mortgages) and ČMSS (hous-

ing financing) - ČSOB Group holds strong 

positions in all segments of the Czech financial 

market. In the long run, ČSOB Group has been 

the number one in housing financing, secured 

funds, leasing and the total volume of managed 

assets. Services pertaining to trading on finan-

cial markets for valued customers are provided 

by Patria, a ČSOB sister company.

For more information, go to www.csob.cz.

KBC Group Profile

KBC Group, of which ČSOB Group is a mem-

ber, is a multi-channel, bank-assurance group 

that traditionally holds a strong market posi-

tion in Belgium. KBC Group focuses on retail 

clientele, small and medium-size businesses 

and private banking, but is also active in 

commercial banking and market trading. 

Part of 
a strong group

KBC Group banks and insurance companies in central and eastern Europe
At 31 December 2008

Country Company Activity Ownership interest1) (%)

Czech Republic ČSOB Bank 100

ČSOB Pojišťovna Insurance company 100

Hungary K&H Bank Bank 100

K&H Insurance Insurance company 100

Poland Kredyt Bank Bank 80

Warta Insurance company 100

Slovakia ČSOB Bank 1002)

Istrobanka Bank 100

ČSOB Poisťovňa Insurance company 100

Bulgaria CIBANK Bank 77

DZI Insurance Insurance company 90

Russia Absolut Bank Bank 95

Serbia KBC Banka Bank 100

Slovenia NLB Bank 31

NLB Life Insurance company 65

1) The figure represents direct and indirect interests in share capital (unless stated otherwise).
2) Voting rights share.

Hypoteční banka’s main stockholder is ČSOB, a member 
of the international financial group KBC Group NV. This 
solid background allows Hypoteční banka to fully focus on 
developing its business activities and to keep up its long-term 
leadership on the Czech Republic’s mortgage market.
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At the end of 2008, KBC Group’s total 

assets amounted to EUR 355.3 billion and 

the adjusted number of employees totaled 

59 thousand.

KBC Group was established in 2005 after 

a merger between KBC Bank and Insurance 

Holding Company (which was founded in 

Belgium in 1998 as a result of a merger 

between ABB Insurance Group, Almanij-

Kredietbank Group and CERA Bank Group) 

and its parent Almanij. KBC Group directly 

owns three major subsidiaries: KBC Bank, KBC 

Insurance and Kredietbank Luxembourgeoise.

In the past ten years, KBC has success-

fully expanded its operations to the central 

and eastern European region. Currently 

KBC Group holds a very strong position 

in the Czech Republic, Slovakia, Poland, 

and Hungary, viewing these markets as 

its domestic markets. In the recent years, 

KBC Group has expanded also to Romania, 

Bulgaria, Serbia and Russia. Through a minori-

ty stake in NLB, the Group indirectly operates 

in Slovenia and other Balkan countries. 

NBL – Nova Ljubljanska banka, d.d.

Structure of the 
Concern
Hypoteční banka is part of a capital-linked 

chain of companies and is virtually wholly-

owned by ČSOB. ČSOB is a member of 

KBC Group NV established in March 2005 

through a merger between KBC Bank and 

Insurance Company and Almanij. KBC Bank 

continues to have a controlling interest in 

ČSOB management and operations. 

KBC Bank NV is the parent company of 

ČSOB, which is the majority stockholder of 

Hypoteční banka (with a 99.90% share).

KBC Group NV > KBC Bank NV > ČSOB > 

Hypoteční banka

Parties controlling Hypoteční 
Banka
At 31 December 2008

Direct 

Československá obchodní banka, a. s.

Radlická 333/150, 150 57  Praha 5

Business registration number: 00001350

No control contract has been concluded.

Indirect

KBC Bank NV

Havenlaan 2, 1080 Brussels, Belgium

Business registration number: 90029371

No control contract has been concluded.

KBC Group NV

Havenlaan 2, 1080 Brussels, Belgium

Business registration number: 90031317

No control contract has been concluded.

KBC Group key figures
At 31 December 2008	

Total assets EUR billion 355.3

Net profit EUR billion (2.5)

Net profit less direct impact of financial crisis and 
other factors EUR billion 2.3

Tier 1 indicator, KBC Bank (under Basel II)* % 11.2

Solvency indicator, KBC Insurance % 188

Number of employees adjusted 59,000

*Including an increase in capital by the Flemish regional government in January 2009.

Long-term rating Fitch Moody’s S & P

KBC Bank A+ Aa3 A+

KBC Insurance AA- - A+

For more information, visit www.kbc.com.

P art    of   a strong         gro   u p
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Major shareholders

At 31 December 2008, the Hypoteční banka 

shareholder structure was as follows:

Shareholder/
Business name Share in basic capital

Československá obchodní 
banka, a. s. 99.90 %

Other shareholders 0.10 %

All shareholders have equal voting rights. 

There are no special voting rights.

Hypoteční banka has not acquired and does 

not hold any treasury shares.

In accordance with the Company’s statutes, 

no shareholder can influence Hypoteční banka 

activities other than by voting. Standard 

legal mechanisms are in place to protect the 

Company from any shareholder misconduct. 

Hypoteční banka a.s. is not a party to a control-

ling contract or a contract for profit distribution.

The nature of the control exercised by the 

controlling party (i.e. ČSOB) ensues directly 

from its majority interest in the Issuer’s 

shares. To prevent any misuse of the control-

ling party’s control and influence, Hypoteční 

banka applies the statutory instrument of the 

report on relations between the controlled 

party and the other parties controlled by the 

same controlling party (Report on relations 

between related parties). No agreements that 

might lead to a change in the control being 

exercised over the Issuer are known.

Shareholder rights

Shareholders have the right to participate in 

and cast votes at general meetings, request 

explanations and submit proposals and coun-

terproposals. One share equals one vote at 

general meetings.

Shareholders have the right to a share in 

profit, which the general meeting approves 

for distribution. This share corresponds to the 

ratio of the nominal value of a shareholder’s 

shares to the nominal value of the Company’s 

basic capital. The Issuer’s general meeting 

decides on dividend payments to sharehold-

ers. Dividends are to be paid within three 

calendar months of the date of the general 

meeting’s resolution to distribute them. 

Dividends unable to be paid out to recipients 

will be deposited in a special bank account 

and the shareholders entitled to dividend 

payment will be eligible to receive such divi-

dend upon submission of the requisite docu-

ments warranting dividend payment. The 

right to dividend payment becomes statute-

barred after the general 4-year prescription 

period pursuant to the Commercial Code 

provisions.

Should the Issuer increase the basic capital 

by means of cash contributions, the existing 

shareholders have the right of pre-emption in 

respect of the new share subscription pursu-

ant to the Commercial Code.

Shareholders are entitled to a share in the 

Company’s liquidation balance, which is dis-

tributed among the shareholders in propor-

tion to the nominal value of their held shares.

Other shareholders’ rights arise from the 

generally binding legal regulations, in par-

ticular the Commercial Code, and from the 

Issuer’s statutes.

Hypoteční banka has issued no securities that 

would give rise to the right to exchange for 

other securities or to the pre-emptive sub-

scription of other securities.

Dividend policy

Since its inception, Hypoteční banka has 

never paid out dividends, nor does it expect 

to do so in the foreseeable future. With the 

exception of the Bank’s dividend policy, no 

restrictions currently apply to dividend pay-

ment and no special procedures for share-

holders – non-residents exist.
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The Sucháneks 

We’ll wait until 
spring before 
tackling the front 
garden

The Sucháneks bought their new property to house 
a growing family. The old apartment in Žižkov was 
simply too small for the parents, two daughters 
and a dog. 

How did you set about finding a suitable location 
and what made you plump for this one?
We wanted to live in Prague 5 because we often take 
trips out to Pilsen or the Šumava region. We found 
this project on the internet when there was still only 
scant information available. We found two apart-
ments standing side by side which could be combined 
into one. 

What was moving like?
We moved in about six months later than planned, but 
otherwise things went smoothly. Apart from a kitchen 
unit and corridor cupboards we didn’t have to buy any 
new furniture, so leaving aside the lampshades we had 
everything ready three weeks after moving. Right now 
we just have to get the front garden ready, but we’ll 
wait for spring before doing that. 

What was it like getting a mortgage?
We have a mortgage for 70% of the value of the prop-
erty. I am an employee of Hypoteční banka, so it was 
only logical I take out a mortgage with the bank. As 
well as special conditions, loyalty also played a role. 
We have a five-year fixed interest period and repay-
ments spread over 25 years. 

Prague 5
The Suchánek family 
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Hypoteční banka places a particular emphasis 

on identifying, monitoring and eliminating busi-

ness risks. The Bank’s risk management system 

is governed by a Board of Directors-approved 

Risk Management Strategy. The Bank also main-

tains close collaboration with members of  

KBC/ČSOB Group.

Risk factors

For its internal needs, Hypoteční banka groups 

risks into the following main categories:

– �credit risk (risk of failure by the contractual 

party to meet its liabilities);

– �interest risk (risk of a drop in interest income 

owing to interest rate fluctuations on financial 

markets ensuing from differences between 

the time structures of assets and liabilities);

– �liquidity risk (the bank’s inability to meet its 

obligations or resume asset financing);

– �operating risk (risk of loss due to inadequacy 

or failure of internal processes, the human 

factor or systems, or risk of the bank’s loss 

due to external circumstances, including the 

risk of the bank’s loss resulting from a breach 

of or non-compliance with legal standards);

– �market risk (risk of loss of the business port-

folio as a result of price, exchange rate and 

financial market rate changes);

– �concentration risk (risk of loss due to signi-

ficant concentration of exposure regarding 

one entity or a group of economically-linked 

entities).

In view of the nature of the Bank’s business, 

credit and interest risks are the critical risks. 

Liquidity risk is not too significant, given 

the business activities and a narrow scope 

of products offered by the Bank, and is cen-

tered around securing liquidity for paying 

out mature mortgage bonds and sources for 

drawing credit on a continual basis. The Bank 

faces no market risks as it has no trading 

book and all transactions are denominated in 

Czech crowns. Conversely, operating risks can 

result in potentially high losses, therefore are 

of primary concern to the Bank. 

Credit risk

Hypoteční banka places a strong emphasis 

on credit risk management, as the Bank’s 

specialization makes credit risk the decisive 

risk factor it faces. Reports on the credit 

portfolio risk levels are regularly discussed 

at meetings of the Board of Directors and 

the Supervisory Board.

The Bank’s credit risk and its management is 

assigned to the Creditor Risk Management 

department, which performs activities 

pertaining to the settlement and 

administration of classified receivables 

and also makes sure that the Bank can 

prevent the occurrence of credit risk. Close 

cooperation of the Creditor Risk Management 

department with the Finance Management 

department leads to ongoing credit process 

improvement and mitigation of the risks 

arising from the Bank’s business activities.

Hypoteční banka works closely with 

ČSOB and KBC in managing credit risk. 

This collaboration is based on ČSOB/KBC 

methodology that determines uniform 

calculations of selected risk measurement 

methods binding for the entire financial 

group.

We recognize and 
monitor the risks
To identify all risks inherent to business activity is the 
cornerstone of every company’s success. That’s the 
only way to address and prevent all factors that may 
jeopardize the company.
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Four-eyes rule for lending
In order to set optimum credit process 

parameters, Hypoteční banka favors 

a balanced position taking into account 

risk, efficiency and business success. The 

Bank conducts its business in a manner 

designed to prevent operational risks. 

Decision-making and approval powers in 

credit operations are diversified, however, 

the most risky loans are subject to appro-

val by the Bank’s headquarters. The Bank 

has also rigorously and continually applied 

the so-called “four-eyes rule” (i.e. one 

employee cannot be authorized both to 

prepare and approve loan documentation). 

To eliminate “subjective influences” in the 

approval process, the Bank employs the 

Credit Score system for loan approvals, 

which is a tool for recognizing the risk level 

of debtors and their ability to repay the 

Bank. In developing this system, the Bank 

has closely cooperated with its parent 

company ČSOB.

Once again in 2008, Hypoteční banka 

actively used the credit registers avai-

lable at the Central Credit Register (CRÚ) 

for corporate entities and the Inter-Bank 

Credit Register (CBCB) for individuals. In 

addition, a Non-Banking Register of Client 

Information was used for the first time.

Control, monitoring and 
settlement of classified 
receivables
In accordance with Czech National Bank 

requirements, Hypoteční banka regularly 

monitors and assesses credit receivables. 

Part of the assessment process is an eva-

luation of the debtor’s financial position 

along with his or her payment morals 

and external economic and social factors 

impacting these morals. The Board of 

Directors and the Supervisory Board recei-

ve a quarterly credit portfolio development 

report, listing and classifying credit recei-

vables within various groupings.

Settlement of classified 
receivables on an individual basis
The Creditor Risk Management department 

primarily handles the settlement of classified 

receivables. The department performs both 

an advisory role (for other Bank depart-

ments) and an executive function (issuing 

decisions on settling classified receivables). 

This department closely cooperates with the 

Client Services department, which is respon-

sible for settling and administering standard 

receivables. 

W e  recognize          and    monitor        the    risks   
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Creditor Risk Management department 

staff play an important role in settling 

classified receivables. They are branch 

specialists who, based on “face time” 

with the client, seek out the best solution 

by using their knowledge of the region. 

Settling classified receivables is carried out 

on an individual basis, depending on the 

type of receivable and the debtor’s profi-

le. Economic tools of a peaceable nature 

(securing instruments, such as auction 

or direct sale, an installment repayment 

agreement, restructuring measures, etc.) 

and legal instruments (lawsuits, executi-

ons, bankruptcy or insolvency proceedings, 

etc.) are both employed. Receivable ces-

sion is another tool that the Bank uses. 

Hypoteční banka always prefers peaceable 

solutions to legal proceedings!

A decline in the value of classified rece-

ivables in February 2008 resulted from 

seeking alternative ways of settling long 

overdue loans. This month saw a trade 

settlement – sale of receivables. The 

transaction concerned a larger volume of 

receivables in terms of their nominal value 

which was manifest in the decline of the 

classification curve.

Interest rate risk
Hypoteční banka monitors its interest rate 

risk exposure with the help of the BPV 

index and the cumulative interest GAP. 

Both approaches are derived from the 

ČSOB Group methodology and are descri-

bed in more detail in the Notes to the 

financial statements for the year ending 

31 December 2008. 

Portfolio quality

Credit portfolio

  As at 31 December 2008 As at 31 December 2007

  Loans (CZK mn) % of total loans Loans (CZK mn) % of total loans

Standard 116,918 97,36 94,467 97.75

Classified 3,166 2,64 2,178 2.25

	 Monitored 1,817 1,51 1,192 1.23

	 Sub-standard 758 0,63 453 0.47

	 Dubious 308 0,26 253 0.26

	 Loss-making 283 0,24 280 0.29

Total 120,084 100,00 96,645 100.00

According to Czech National Bank classification

Ratio of classified loans to total loans (%)

XII.07 I.08 II.08 III.08 IV.08 V.08 VI.08 IX.08VII.08 X.08VIII.08 XI.08 XII.08

2.25 2.25

2.06

2.41

2.19
2.28

2.21 2.26
2.37

2.43 2.41

2.55
2.64
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In 2008, the Bank only used internal hedging 

to manage and sustain an acceptable level 

of interest rate risk, consisting mainly of 

making an active impact on the volume and 

time distribution of items in balance sheet 

liabilities* and assets** so as to ensure the 

tightest possible correlation of interest-sen-

sitive assets and liabilities in specific time 

zones. In 2008, the Bank continued mort-

gage bond issues with the European-type 

option for early repayment. 

An analysis of early loan repayment revealed 

that the extent of early repayment outside 

the regular interest rate re-fixing period 

remains negligible in proportion to the total 

loan volume. The Bank imposes sanctions 

in the form of a fee for early repayment of 

mortgage loans which serves to offset the 

interest rate risk borne by the Bank.

Liquidity risk

Hypoteční banka concentrates exclusively 

on the provision of mortgage loans. It 

does not accept deposits from customers 

(with the exception of individually agreed 

deposits by major depositors and deposits 

serving as collateral for credit products) 

and does not provide standard payment 

system services. The Bank’s branches focus 

primarily on acquisition-related activities, 

thus there is no risk of a sudden outflow 

of deposits.

To monitor liquidity risk, Hypoteční 

banka uses the cumulative liquidity GAP 

with set limits for specific time zones. 

A more detailed description of this 

method is provided in the Notes to the 

financial statements for the year ending 

31 December 2008. The observance of 

stipulated limits was regularly monitored 

and results were reported to the Board of 

Directors.

At Hypoteční banka the risk manage-

ment control function is independent 

and separate from the executive mana-

gement of assets and liabilities. The Risk 

Management and Compliance department, 

W e  recognize          and    monitor        the    risks   

  *primarily the planning of mortgage bond issues with a higher frequency and lower volumes
**purchases of treasury bills and government bonds
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directly subordinated to the managing 

director, is responsible for identifying, 

measuring, regularly monitoring and 

assessing interest rate and liquidity risks. 

The Financial Management department, sub-

ordinated to the deputy director for finance, 

performs active balance sheet management 

including hedging transactions.

Operating risk
All Bank employees are involved in preven-

ting and reducing the impact of operating 

risk. Every employee is obligated to report 

operating risk exposure events to the Risk 

Management and Compliance department, 

which gathers and assesses them. In relevant 

instances, proposals for corrective measures 

are drafted and submitted to the Board of 

Directors. In selected departments, LORMs 

(Local Operational Risk Managers) are 

responsible for monitoring exposure to and 

identifying operating risks and also perform 

specific tasks for assigned departments (col-

laboration in process risk analyses, drafting 

continuity plans, etc.). In 2008, operating risk 

prevention continued in the form of  

KBC/ČSOB Group standards implementation, 

including control procedures and best prac-

tices for selected processes, along with a risk 

analysis of banking processes used for better 

detection of weaknesses in terms of possible 

operating risk. 

The Risk Management and Compliance 

department centrally monitors operating risk 

events. Operating risks carrying potentially 

high losses, or risks that are impossible to 

fully eliminate through the Bank’s internal 

control system, are covered by insurance. 

Comprehensive reports on the operating 

risk situation are regularly submitted to the 

Board of Directors.

Other risks

In addition to the risks listed above, the Bank 

is faced with other types of risks in condu-

cting business, e.g. business and strategic 

risks. Business risk entails the risk of a sudden 

significant drop in market opportunities and 

a subsequent decline in revenues. Strategic 

risks can entail permanent changes to the 

Bank’s organizational structure or to its posi-

tion on the financial and real estate markets. 

Other risks include risk of loss of good repu-

tation, risk of tax system changes and real 

estate-related risks. All these risks are moni-

tored and managed by the Board of Directors.



34 Hypoteční banka, a.s. Annual Report 

Martin Rudolf 

I’m completely 
satisfied

Chodouň
Martin Rudolf

Martin Rudolf comes from Jíhlava and had to move 
closer to Prague for his work. He chose the Beroun 
region because the hills closest to the capital are 
out in the direction of Pilsen, and as Mr Rudolf 
says, as a man from Vysočina he needs to have hills 
around him. 

How did you find the land? 
On the internet. We love the Beroun region and 
Chodouň is a very peaceful place. As well as our land 
there are about thirty other plots. We are surrounded 
by woods and herds of cattle. Couldn’t be better. 

What house did you select?
We have the simplest bungalow, because when I’m 
old I don’t want to have to be climbing up and down 
stairs ... The surface area is 140 m2, with 4 rooms and 
kitchenette. We hope to move in this spring. 

You financed the project with a mortgage. How did 
that go?
Very well. It turned out that the estate agent which 
brokered the purchase of the land collaborates with 
Hypoteční banka. Arranging the loan was quick and 
simple. The land came to about a million, the house 
was 2.6 million, and we’ll repay the entire amount 
over 30 years. 
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The Board of Directors and the Supervisory 

Board are primarily governed by legal require-

ments. The Corporate Governance Code, based 

on OECD principles (2004), as recommended 

by the Czech National Bank, is also significant. 

Hypoteční banka implements these suggesti-

ons and recommendations continually and to 

an applicable extent with regard to the actual 

needs of the market, the Company, its key 

products and customer segments. Concerning 

the value of the interest held by the Bank’s 

majority stockholder, there are no non-execu-

tive members on the Supervisory Board. The 

Bank adheres to the regime of proper corporate 

governance.

Corporate bodies

The statutory body of the Company consists 

of experts whose previous experience, pre-

dominantly in the banking sector, and a high 

level of education are a sound basis for their 

knowledge of the systems and risks involved 

in banking operations, transactions and deci-

sion-making, and control mechanisms. The 

division of Board of Directors responsibilities 

for specific Bank departments corresponds 

with line management functions executed by 

the managing director and his deputies. The 

merging of the positions of Board of Directors 

members and the managing director and 

his deputies is based on the executive board 

model, as required by the Czech Act on Banks. 

Board of Directors members were appro-

ved by the Czech National Bank. The Board 

of Directors holds regular sessions, mostly 

in shorter intervals than stipulated by the 

Company’s statutes. Moreover, board mem-

bers frequently discuss matters informally in 

the capacity of their line positions.

The Supervisory Board consists of ČSOB 

employees holding executive positions in 

the parent bank, with the exception of two 

employee board members who have been elec-

ted by their fellow Hypoteční banka employees. 

These employees have access to training in 

corporate governance and other fields. The 

Supervisory Board meets regularly and the 

Board of Directors chairman frequently meets 

with the Supervisory Board chairman.

The general meeting elects four Supervisory 

Board members. The Supervisory Board appo-

ints and evaluates Board of Directors members.

Members of corporate bodies have sufficient 

access to information needed to perform their 

duties; in the capacity of their line positions, 

Board of Directors members are in fact the Bank 

officers who must see to it that the required 

information is available, correct, timely, and 

complete. The Bank’s Office Department sup-

ports the activities of the Bank’s bodies.

The Supervisory Board and Board of Directors 

hold regular meetings at intervals stipulated 

by the Bank’s statutes. The Supervisory Board 

meets at least four times a year, and the Board 

of Directors twice a month. In reality, The Board 

of Directors gathers more often. Documents 

pertaining to the boards’ discussions include 

invitations outlining the upcoming agenda, 

materials to be discussed, and minutes of previ-

Corporate 
governance
The Board of Directors and the Supervisory Board 
constantly strive to improve the standards of 
corporate governance with regard to the actual needs 
of the market, the Company, its key products and 
customer segments.
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ous meetings. The course of meetings is subject 

to the rules of procedure. Meetings of the Board 

of Directors are attended by a minutes officer 

who performs the duties of Company secretary. 

The Company information system supports 

printing, distribution and approval of invitations, 

minutes and materials and control of tasks.

Shareholder relations

Hypoteční banka consistently observes the 

Commercial Code provisions regarding the pro-

tection of shareholder rights, and makes all rele-

vant information on the Company accessible, 

chiefly via general meetings, annual reports or 

the Bank website. The general meeting rules of 

procedure are structured in a manner allowing 

all shareholders to actively exercise their rights. 

It is not just investors who have access to the 

issuer’s prospectus providing a wide range of 

information on Company operations and busi-

ness. On March 2009, a municipal court ruled 

to continue the process of squeeze-out and 

entered the respective general meeting resolu-

tion in the Commercial Register. This resolution 

was published in the Commercial Bulletin on 

1 April 2009.

Advisory bodies

The Audit Committee was set up as part of the 

Hypoteční banka Supervisory Board. It acted as 

its advisory body and observed its own rules 

of procedure. It performed tasks assigned by 

the Supervisory Board, in particular related to 

audit, the in-house control system and com-

pliance. As a result of a change to the internal 

audit performance strategy, the Supervisory 

Board suspended the activity of the Audit 

Committee at its session on 15 March 2005. 

The Committee’s agenda was distributed 

between the line managers and the Supervisory 

Board. This solution has proven satisfactory 

to date. The managing director is assisted by 

several advisory bodies: The Committee for 

Business Continuity, the Price Committee and 

the Management Advisory Body.

Information openness
Hypoteční banka fulfils all information-related 

obligations stipulated by relevant legislation. 

The Bank regularly informs the public about 

its activities, business and financial results and 

important events through the media and the 

Company’s website. The web pages feature 

a broader scope of information than required 

by law. The Bank operates in-house intranet, 

making information easily accessible for all 

employees.

Conflict of interests

Hypoteční banka makes every effort to prevent 

the misuse of corporate data and ensure the 

safety of processed information. This involves 

preventing any information leaks at points of 

sale and ensuring personal data protection. 

Loans provided to the Bank’s top employees at 

all levels are subject to specific sign-off pro-

cedures requiring Board of Directors approval. 

The Bank also examines possible links between 

individuals and corporate entities.

Company policy toward 
corporate stakeholders
Hypoteční banka adheres to principles ensu-

ring its fulfillment of the role of good ‘corpora-

te’ citizen. The Bank is a specialized institution 

offering each and every client tailor-made, 

high-quality and swift services. Employees 

receive fair remuneration for their work, plus 

a good-quality Employee program and friendly 

and healthy workplaces. The Bank promo-

tes charity through donations to the SOS 

Children’s Villages program, which ties in with 

its overall orientation toward housing support. 

Investors can acquire mortgage bonds that in 

essence represent safe and transparent capital 

market instruments. Marketing campaigns and 

public and media relations are conducted in 

a suitable and courteous manner. In general, 

the Bank’s communication corresponds to its 

stance and market role. The Company’s media 

image is respectful and positive. All Company 

and employee activities are subject to the 

Code of Ethics.

In late 2005, Hypoteční banka acceded to 

the Code of Conduct between Banks and 

Customers, recommended by the Czech 

Banking Association. Hypoteční banka was 

also the first financial institution in the 

Czech Republic to adopt the Code of Conduct 

(Mortgage Code), a European Commission 

form available to any customer who requests 

it to compare mortgage terms in all EU coun-

tries’ banks that have acceded to the Code of 

Conduct.

C orporate         governance        

Osobní finance and 
FinExpert.cz – Best 
Product of 2007

Hypotéka on-line was voted the best 
financial product for 2007.

The editors of the Osobní finance specialized 
magazine and the internet magazine 
FinExpert.cz annually award the best 
financial products.
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2008 was another year of 
excellent results for Hypoteční 
banka

Board of Directors report on Company business 
activity and assets for 2008

In 2008 Hypoteční banka was again the 

number one Czech mortgage loan provider 

with the volume of lending amounting to 

CZK 39.6 billion. In spite of a downturn on 

the entire mortgage market due to a year-

on-year decline in demand and the subse-

quent impact of the global financial crisis, 

Hypoteční banka in collaboration with its 

partners almost equaled the record busi-

ness results achieved in 2007. Its after-tax 

profit for 2008 totaled CZK 1,170.7 million, 

representing the best result in the Bank’s 

history. The figures on sales, profit and 

balance sum rank Hypoteční banka among 

the leading domestic providers of financial 

services.

Macroeconomic 
environment 
In the first half of 2008, the Czech economy 

carried on with its successful growth of pre-

vious years. The second half of the year was 

affected by the initial phase of the financial 

crisis and resulting slower economic growth. 
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GDP growth in 2008 fell to 3.1% from 6.0% 

in 2007. Production in the construction sec-

tor, which is of key importance for Hypoteční 

banka’s business, increased by a mere 0.6% 

in 2008, and the number of completed new 

apartments fell by 7.8% year-on-year to 

38,383. The projected drop in new construc-

tion in 2008 was aggravated by an onset of 

the financial crisis, a more cautious lending 

strategy of banks in providing loans to devel-

opers, and delayed demand for new housing.

In 2008, the favorable trend in unemploy-

ment continued; the unemployment rate 

dropped to 4.4% from 4.8% recorded at the 

end of 2007. However, uncertainly on the 

labor market hindered household spend-

ing. Lower demand for domestic production 

on the Czech and notably foreign markets 

resulted in a decline in production toward the 

end of the year. As average wages continued 

to grow, labor productivity rise slowed.

Changes in the VAT that came into force on 

1 January 2008 led to a high inflation rate at 

the beginning of the year, reaching a peak of 

7.5%. The Czech National Bank intervened 

by increasing the 14-day repo rate, which 

resulted in an increase in financial market 

interest rates. A gradual decrease in inflation 

in the course of the year started a reverse 

trend in ČNB interest rates and the exchange 

rate of the Czech crown against key foreign 

currencies. The ČNB base 14-day repo rate 

fell to 2.25% at the end of 2008, and the 

Czech crown dropped to 26.90 against the 

euro in late 2008, compared to CZK 22.97/

EUR exchange rate in July 2008.

3Q and particularly 4Q 2008 saw a growing 

uncertainty in the banking sector which had 

an impact on interest rates. Apprehensions 

about risks and actual losses hampered rou-

tine operation of the inter-banking and bond 

markets. This phenomenon naturally led to a 

rise in financial sources prices.

2008 in Hypoteční 
banka

Hypoteční banka, the leading Czech mort-

gage loan provider, in 2008 provided a total 

of 21,152 mortgage loans amounting to CZK 

39.6 billion. Compared to 2007, the volume 

of loans provided to individuals dropped by 

1.8%. This is an excellent result with regard 

to a 20% slump on the mortgage market. 

Hypoteční banka increased its market share to 

nearly 33% according to Ministry for Regional 

Development statistics, accounting for year-

on-year growth of almost 6 percentage points. 

The market share of Hypoteční banka together 

with Komerční banka, Česká spořitelna and 

Raiffeisenbank reached almost 90%.

In terms of the typical mortgage loan, no 

major changes occurred in 2008. The aver-

age mortgage loan amount increased from 

CZK 1.7 million to CZK 1.9 million. The aver-

age repayment term slightly lengthened to 

296 months (close to 25 years), and the aver-

age mortgage loan applicant age mildly grew 

to 34.6 years. The majority of mortgage loans 

were granted for the purpose of property 

purchases.

In 2008, Hypoteční banka’s organizational 

structure and business management methods 

underwent a fundamental change. In July 

2008, new business departments were formed 

along with the position of deputy director for 

commerce. The task of the new commerce 

department was to consolidate the Bank’s 

business activities and, primarily, foster rela-

tions with business partners. The development 

and strenthening of business relations have 

extended beyond 2008 and will continue in 

the future.

Collaboration with ČSOB Group is instrumen-

tal in Hypoteční banka’s business. In addi-

tion to business and back-office synergies, 

collaboration in the area of refinancing is of 

crucial importance. At a time when the whole 

financial world was hit by the liquidity crisis, 

the benefit of Hypoteční banka’s membership 

in a stable and strong financial group came 

to light.

For several years in a row, Hypoteční banka 

has been the largest issuer of mortgage bonds 

in the Czech Republic. At 31 December 2008, 

mortgage bonds issued by Hypoteční banka 

accounted for 31.13% of all mortgage bonds 

issued in the country. The Bank in 2008 

issued new mortgage bonds in the amount 

of CZK 21.9 billion, which increased the total 

volume of mortgage loans on its balance sheet 

to the nominal value of CZK 87.755 billion at 

B oard     of   D irectors         report      
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31 December 2008. The overall volume of 

mortgage loans issued by Hypoteční banka 

since 1996 amounted to CZK 122.1 billion.

Business results

Stiff competition on the mortgage market 

prevalent in 2007 was replaced by uncertain-

ty about how 2008 would unfold. The impact 

of tax reforms implemented in early 2008, 

higher interest rates compared to the preced-

ing years, the crisis on the financial markets 

and the overall economic downturn led to 

a drop in demand for new mortgage loans. 

Nonetheless, even at a time of lower demand 

for mortgage loans and housing financing, 

Hypoteční banka succeeded in achieving and, 

in some instances, surpassing its financial 

targets.

The Bank’s profit before tax amounted to 

CZK 1,488 million and profit after tax to 

CZK 1,171 million, which accounts for 40% 

and 45% year-on-year growth, respec-

tively, in accordance with the International 

Financial Reporting Standards as adopted by 

the European Union (EU IFRS). As in previ-

ous years, labor productivity rose. Although 

operating expenses went up by 8%, the C/I 

indicator dipped to 0.30 in 2008 from 0.35 

in 2007.

The balance sum rose to CZK 138.2 billion at 

31 December 2008, a 38% increase year-on-

year. In terms of the balance sum amount, 

Hypoteční banka ranks among six largest 

banks in the Czech Republic. Mortgage loans 

for individuals constitute the largest propor-

tion of the balance sum.

The volume of client loans and receivables at 

31 December 2008 totaled CZK 119,813 mil-

lion. The proportion of classified loans rose 

by 0.4% year-on-year to a mere 2.64% at the 

end of 2008. In risk management, the Bank 

works closely with ČSOB and its majority 

owner, KBC Bank NV. Once again in 2008, 

the Bank made optimal use of client infor-

mation registry services via the Interbank 

Loan Register for Natural Persons (the Czech 

Banking Credit Bureau) and the Central Credit 

Register (CRÚ). In line with a general meeting 

decision made in December 2007, the Bank 

in March 2008 increased its share capital by 

CZK 1,618 million to a total of CZK 5,076 mil-

lion at 31 December 2008.

Assets 

The net book value of all Hypoteční 

banka’s intangible assets, property, plant 

and equipment totaled CZK 173 million at 

31 December 2008. The Bank’s intangible 

assets, 95% of which comprise software, 

reported a net book value of CZK 26 mil-

lion, accounting for a year-on-year increase 

of CZK 18%. Property, plant and equipment 

had a net book value of CZK 147 million, 

representing a 6% year-on-year drop. The 

ratio of intangible assets, property, plant 

and equipment to total Bank assets was 

0.13% at the last day of the year. In 2008, 

Hypoteční banka planned to sell four build-

ings, but the transaction was postponed 

with regard to the current sale prices of 

real estate with the aim to secure a higher 

yield for the Bank. 

Business strategy

Hypoteční banka is the first and virtually 

only bank specialized in mortgage loans in 

the Czech Republic. This specialization 

has become the pillar of excellent results 

recorded in recent years. In the course of 

2007, Hypoteční banka became the leader of 

the Czech mortgage market, and in 2008 it 

increased its lead among competitors. The 

key to success is the multibranding business 

model where Hypoteční banka’s loan products 

are offered to clients not only through its own 

branch network, but also through networks 

of strategic business partners. In addition to 

its proven partners, ČSOB, Poštovní spořitelna 

and Citibank, in the spring of 2008 the Bank 

acquired new partners, Česká pojišťovna and 

ING Životní pojišťovna. In the second half of 

2008, Hypoteční banka launched prepara-

tions for a joint project with Českomoravská 

stavební spořitelna, the result of which will 

be Hypotéka od Lišky (Mortgage from Liška), 

slated for market introduction in 2009.

In mid-2008, Hypoteční banka slightly rear-

ranged its branch network in that mortgage 

offices were transformed into branches. In 

late 2008, clients were served at 13 regional 

branches and 16 branches. Beside its own sales 

network, Hypoteční banka also operates some 

40 advisory offices throughout the Czech 

Republic. Advisory offices are independent 

business units with which Hypoteční banka 

maintains mostly exclusive cooperation ben-

efiting both parties.

Collaboration with outside business partners 

is no less important for Hypoteční banka. In 

2008, the Bank increased the number of these 

partners from the ranks of both individuals and 

corporate entities. Long-term collaboration has 

grown into partnerships.

Customers are instrumental in the Bank’s busi-

ness activities. Hypoteční banka’s specialization 

allows for perfect understanding and meeting 

their needs, priorities and expectations. It is 
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a pleasure to know that Hypoteční banka’s 

clients perceive it as a specialist and a desired 

partner in the field of housing financing. These 

clients are targeted through the Bank’s com-

munication campaigns in which the key mes-

sage is the specialization.

In 2008, Hypoteční banka received three pres-

tigious awards, including a prize from the edi-

tors of the Osobní finance sppecialized maga-

zine and the internet magazine FinExpert.cz for 

Best Product, which went to Hypotéka on-line. 

In the Zlatá koruna competition, Hypoteční 

banka placed first in the “Mortgages” category 

with its service Remote Real Estate Cadastre 

Access. The Bank’s website was repeatedly 

recognized as the best among financial institu-

tions in the WebTop100 competition.

Key role of employees 

At the end of 2008, Hypoteční banka had 

443 employees, a 4% increase compared to 

the end of 2007. Wage growth in 2008 cor-

responded to the banking market wages. 

Salaries were enhanced by a wide range of 

Employee program benefits both directly from 

Hypoteční banka as well as from other ČSOB 

group companies. The minimal rate of staff 

turnover attests to the quality of our person-

nel policy.

Training is an employment policy prior-

ity. Hypoteční banka organizes, alone or in 

collaboration with ČSOB Group or outside 

contractors, a variety of specialist training ses-

sions, workshops and language courses for its 

employees.

Hypoteční banka supports professional and 

personal growth of its employees. The Bank’s 

corporate culture has been endowed with cor-

porate values with communication and coex-

istence principles co-created by the staff.

Responsible stance

Hypoteční banka ranks among organizations 

perceiving responsibility for the environ-

ment as a priority. It makes effort to mini-

mize energy consumption and encourages 

its employees to sort waste directly at all 

workplaces. In addition to sorting common 

waste, the Bank also engages in separation of 

used material from printers, fax and copying 

machines.

In 2008, Hypoteční banka continued to pro-

vide charitable aid to SOS dětské vesničky 

(children’s villages). For every loan agreement 

concluded, the Bank donated CZK 20 to this 

organization. In all, a total of CZK 423,040 

went to children living in these temporary 

homes in 2008. Since Hypoteční banka 

started to work together in 2001, it has con-

tributed to children lacking traditional family 

care almost two million crowns. Even in the 

children’s world, the Bank thus fulfills its mis-

sion “We assist our clients in housing.”

Vision for 2009 

In 2009, Hypoteční banka will continue its 

successful operation on the Czech mort-

gage market. Regardless of an unfavorable 

prognosis for the 2009 economic develop-

ment with a possible impact on the housing 

market, the Bank plans to increase profits. 

To retain the position of the market leader, 

Hypoteční banka will foster its proven multi-

branding model and in its specialist role will 

offer customers and business partners alike 

the best mortgage loans.

In early 2009, the Bank launched collabora-

tion with Českomoravská stavební spořitelna 

and introduced “Hypotéka po webu“ allow-

ing clients to obtain a mortgage loan via the 

internet. Hypoteční banka wants to further 

strengthen partnerships with outside col-

laborators and it will optimize the product 

portfolio to fully meet customer needs. The 

Bank will support growth of its employees 

through whom it fulfills its vision and mis-

sion and foster its values.
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WebTop100 for 2008

The Hypoteční banka website was recogni-
zed as the best in the “Finance” category. 

WebTop100 is a project that enables compa-
rison among company website presentati-
ons and provides valuable feedback for their 
improvement.
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Report on Supervisory Board Control Activities

In 2008, the composition of the Supervisory Board remained unchanged. The Supervisory Board Chairman Philippe Moreels was re-elected for 

another five-year term in August 2008.

The Supervisory Body met regularly as required by the Company Statutes. The Board met four times in 2008 and, in line with the approved 

year-long plan, routinely discussed the interim economic results and the development of classified loans. The Board also monitored drafting 

of the Bank’s business and financial plans, Hypoteční banka’s updated strategy, risk management agenda, Compliance Reports, the results of 

internal audit reviews and the most significant litigation proceedings conducted by the Bank. The Board also reviewed the Report on Relations 

between Related Parties. 

Members of the Supervisory Board attended the Bank’s Annual General Meeting held in April 2008.

Special attention was paid to corporate governance issues, external audit and, in more detail, the development of the Bank’s sales and financial 

performance, as well as the credit portfolio quality. Furthermore, the Board of Directors continued to discuss the aspects of cooperation within 

the ČSOB Group. The Board of Directors informed the Supervisory Board on all key issues concerning the Bank’s operations and assisted it in 

duly performing its supervisory duties.

Similarly to the preceding years, cooperation and communication between the Supervisory Board and the Board of Directors was ensured 

through the Board of Directors’ participation in the Supervisory Board meetings and regular meetings between the two Boards’ Chairmen. The 

move of Hypoteční banka to the NHQ building in Radlice and sharing the building with the parent company further contributed to improving 

communication.

The Supervisory Board reviewed the financial statements audited by the audit company Ernst & Young Audit, s.r.o., dated 6 March 2009, and 

the auditor’s opinion, which was unqualified.

The Supervisory Board is pleased to observe that, in spite of the economic downturn in the Czech Republic in the second half of 2008 and an 

actual market slump in comparison with 2007, efforts made by the Bank’s Board of Directors, managers and all employees came to fruition. 

The projected goals of the financial plan were surpassed and the 2008 financial results showed profit in the amount of CZK 1,170.7 million, in 

accordance with the International Financial Reporting Standards.

On the basis of the foregoing facts, the Supervisory Board presents the following proposal to the Hypoteční banka, a.s. General 

Meeting:

1.	 In accordance with the Independent Auditors’ Report to the shareholders of Hypoteční banka, a.s., issued by the auditor Ernst & Young 

Audit, s.r.o. on 6 March 2009, the Supervisory Board has no objections to the audited financial statements of the Company for 2008 

(balance sheet, income statement, statement of changes in equity, cash flow statement, and notes to the financial statements).

2.	 Having assessed the activities of Hypoteční banka, a.s., a task assigned to the Supervisory Board by the legal regulations and the Company 

Statutes, the Supervisory Board ascertained no shortcomings. 

3.	 Pursuant to Section 66a (10) of the Commercial Code, the Supervisory Board reviewed the Report on Relations between Related Parties and 

expressed no reservations thereon.

4.	T he Supervisory Board recommends that the General Meeting approve the annual financial statements of Hypoteční banka, a.s. 

at 31 December 2008, including the proposal for the distribution of profit for 2008, as presented to the General Meeting by the Board 

of Directors.

Approved by the Supervisory Board on 16 March 2009.

On behalf of the Hypoteční banka, a.s. Supervisory Board

Philippe Moreels

Supervisory Board Chairman 
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Balance Sheet as at 31 December 2008

Note
31 December 2008

CZK millions
31 December 2007

CZK millions

Assets

Cash and balances with central banks 12 17 50

Investment securities 13 1,326 3,788

Loans and advances to banks 14 16,804 5

Loans and advances to customers 15 119,813 96,375

Intangible assets 16 26 22

Property, plant and equipment 16 147 157

Other assets 17 39 18

Prepayments and accrued income   5 2

Total assets   138,177 100,417

Liabilities  

Due to banks 18 19,472 7,296

Due to customers 19 594 1,578

Liabilities from debt securities 20 100,558 80,591

Other liabilities 22 219 148

Deferred tax liability 11 41 5

Current tax liability 58 23

Subordinated debt 21 0 219

Total liabilities 120,942 89,860

Equity

Share capital 23 5,076 3,458

Share premium 7,864 3,981 

Reserve funds 168 127

Revaluation reserve (3) (9)

Retained earnings 4,130 3,000

Total equity 17,235 10,557

   

Total liabilities and equity   138,177 100,417

These financial statements were approved on 6 March 2009.



46

F inancia       l  P ar  t

Hypoteční banka, a.s. Annual Report 

Income Statement for the Year Ended 31 December 2008

 
Note

31 December 2008
CZK millions

31 December 2007
CZK millions

Interest and similar income 5 5,695 3,897

Interest and similar expense 5 (3,681) (2,358)

Net interest income 2,014 1,539

Fee and commission income 6 319 269

Fee and commission expense 6 (22) (14)

Net fee and commission income 297 255

Other operating income 7 37 75

Other operating expense 7 (11) (20)

Administrative expense 8 (683) (649)

Impairment losses on assets 10 (166) (137)

Profit before income tax 1,488 1,063

Income tax expense 11 (317) (258)

Profit for the year 1,171 805

Basic and diluted earnings per share (in CZK per share) 23 126.50 116.40

Statement of Changes in Shareholders’ Equity for the Year Ended 
31 December 2008

Share capital
CZK millions

Share 
premium

CZK millions

Reserve 
funds

CZK millions

Revaluation 
reserve

CZK millions

Retained
earnings

CZK millions
Total

CZK millions

Balance as at 1 January 2007 3,458 3,981 94 (1) 2,228 9,760

Net profit 0 0 0 0 805 805

Available-for-sale securities – net loss on revaluation recognized 
directly in equity 0 0 0 (8) 0 (8)

Available-for-sale securities – net profit transferred to profit for 
the year 0 0 0 0 0 0

Total net profit of 2007 0 0 0 (8) 805 797

Allocation to reserve fund 0 0 33 0 (33) 0

Balance as at 31 December 2007 3,458 3,981 127 (9) 3,000 10,557

Net profit 0 0 0 0 1,171 1,171

Available-for-sale securities – net loss on revaluation recognized 
directly in equity 0 0 0 0 0 0

Available-for-sale securities – net profit transferred to profit for 
the year 0 0 0 6 0 6

Total net profit of 2008 0 0 0 6 1,171 1,177

Issuance of shares 1,618 3,883 0 0 0 5,501

Allocation to reserve fund 0 0 41 0 (41) 0

Balance as at 31 December 2008 5,076 7,864 168 (3) 4,130 17,235
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Statement of Cash Flows for the Year Ended 31 December 2008

Note
2008

CZK millions
2007

CZK millions

Cash flow from / (used in) operating activities

Profit before income tax 1,488 1,063

Allowances for loans and advances 10 148 137

Allowances for property, plant and equipment 16 18 0

Amortisation of intangible assets and depreciation of property, plant and equipment 16 37 38

Amortisation of discounts of investment securities (77) (101)

Amortisation of discounts and other adjustments of investment securities issued 3,143 2,160

Net loss/(gain) on disposal of property, plant, equipment and intangible assets 0 10

(Increase) / decrease in operating assets

Loans and advances to banks (16,794) 0

Loans and advances to customers (23,586) (31,623)

Other assets 17, 12 12 (44)

Prepayments and accrued income (2) 1

Increase / (decrease) in operating liabilities

Due to banks – term deposits 12,419 6,363

Due to customers 19 (984) 1,111

Other liabilities, including tax liabilities 63 (31)

Net cash flow used in operating activities before income tax (24,115) (20,916)

Income tax paid (247) (260)

Net cash used in operating activities (24,362) (21,176)

Cash flow from / (used in) investing activities

Purchase of investment securities (490) (5,819)

Purchase of property, plant, equipment and intangible assets 16 (53) (41)

Disposal of investment securities 2,045 5,541

Disposal of property, plant, equipment and intangible assets 2 3

Net cash flow from / (used in) investing activities 1,504 (316)

Cash flow from/(used in) financing activities

Increase in share capital 23 5,501 0

Issue of debt securities 26,905 35,965

Repayment of debt securities (10,073) (13,708)

Repayment of subordinated debt 21 (219) 0

Net cash flow from financing activities 22,114 22,257

Net (decrease) / increase in cash and cash equivalents (744) 765

Cash and cash equivalents at beginning of year 698 (67)

Cash and cash equivalents at the end of year 25 (46) 698

Operational cash flow from interest

Interest paid (3,430) (1,818)

Interest received 5,533 3,838
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Notes to the Financial Statements  
for the Year Ended 31 December 2008

1	 General Information

Hypoteční banka, a.s. (“the Bank”) was incorporated on 10 January 1991. The Bank has its registered office at Radlická 333/150, 150 57, Prague 

5 and is organized into a headquarters and 29 regional branches (of which 13 are regional). The Bank does not have any branches outside the 

Czech Republic.

At its establishment the Bank operated as a universal regional merchant bank in Eastern Bohemia under the business name of “AGROBANKA 

v Hradci Králové, akciová společnost”, and effective 1 January 1993, it changed its registered name to “Regiobanka, akciová společnost”. In June 

1994, the majority shareholder of the Bank changed to Investiční a Poštovní banka, a.s., (“IPB”), and the Bank was thus incorporated into the IPB 

financial group.

In 1995, the Bank started to change gradually from a universal bank to a specialized mortgage institution. Due to this the Bank changed its 

business name to “Českomoravská hypoteční banka, a.s.“ in December 1994 and transferred its registered office from Hradec Králové to Prague. 

The Bank obtained a licence for issuing mortgage bonds in September 1995 from the Czech National Bank (“CNB”).

On 19 June 2000, Československá obchodní banka, a.s. (“ČSOB”) acquired 55.3% of the shares, thus becoming the majority shareholder in the 

Bank. ČSOB has since substantially increased the share capital of the Bank and ČSOB’s shareholding was 99.90% as at 31 December 2008. The 

Bank co-operates with ČSOB in the provision of mortgage loans. 

The General Meeting held on 27 July 2005 made a decision to change the registered name of the Bank from Českomoravská hypoteční banka, 

a.s. to Hypoteční banka, a.s., with effect from 1 January 2006.

The Bank’s operations consist of providing mortgage loans and other related loans, including other bank operations and services related to the 

provision of mortgage loans in compliance with the Act on Banks. In addition, the Bank issues mortgage bonds in compliance with specific local laws.

The Bank is a specialised mortgage institution covering the entire territory of the Czech Republic. Its main activity is to provide mortgage loans. 

It was the first bank in the Czech Republic to obtain a licence for issuing mortgage bonds and is the largest issuer of mortgage bonds in the 

Czech Republic.

Annual reports and other information about the Bank are available at the Bank’s website www.hypotecnibanka.cz.

ČSOB operates on the Czech national market. It is one of the largest bank domiciled in the Czech Republic and in Central Europe, measured by 

the value of assets. As a universal bank, it offers a full range of banking services to individuals and companies. A significant milestone in ČSOB’s 

history was its privatisation in June 1999, when the KBC Bank NV became the majority owner of ČSOB.

ČSOB has its registered office at Radlická 333/150, 150 57, Prague 5.

KBC Bank NV is the parent company of ČSOB.

The Annual reports and other information about ČSOB are available at the website www.csob.cz.

The shares of the Bank are listed on the RM System but the volume of trading during the year was negligible. The General Meeting held on 

19 September 2005 decided to buy-out the minority shares, in compliance with the Commercial Code regarding the buy-out of shares from 

minority shareholders by the main shareholder, but the buy-out has not yet been effected due to the fact that a Municipal Court in Prague has 

interrupted the process of registration in the Commercial Register.

2	 Summary of Significant Accounting Polices

(a)	 Basis of preparation

The financial statements have been prepared in accordance with International Financial Reporting Standards as adopted by the European Union 

(“EU IFRS”). The financial statements have been prepared under the historical cost convention as modified by the revaluation of available-for-

sale securities. 
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The financial statements are rounded to millions of Czech Crowns (“CZK million”) unless stated otherwise. The Bank’s financial statements are 

included in the consolidated financial statements of its parent company, ČSOB, which are prepared in accordance with EU IFRS. The Bank does 

not own any investments in subsidiaries or associates.

The preparation of financial statements in conformity with EU IFRS requires the use of certain critical accounting estimates. It also requires 

management to exercise its judgement in the process of applying the Bank’s accounting policies. The areas involving a higher degree of 

judgement or complexity or areas where assumptions and estimates are significant to the financial statements, are disclosed in Note 4.

(b)	 Segment reporting

A business segment is a distinguishable component of the Bank engaged in providing products or services that are subject to risks and 

returns that are different from those of other business segments. A geographical segment is engaged in providing products or services within 

a particular economic environment that are subject to risks and returns that are different from those of segments operating in other economic 

environments.

(c)	 Foreign currency translation

Items included in the financial statements of the Bank are measured using the currency of the primary economic environment in which the 

Bank operates (“the functional currency”). The Bank’s financial statements are presented in Czech Crowns, which is the Bank’s functional and 

presentation currency.

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the transactions. 

Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at year end exchange rates of 

monetary assets and liabilities denominated in foreign currencies at the balance sheet date are recognised in the income statement.

(d)	 Financial assets

The Bank classifies its financial assets with a regular delivery time in the following categories: loans and advances; held-to-maturity 

investments; and available-for-sale financial assets. The classification is based on the purpose for which the financial assets were acquired.

Purchases and sales of financial assets are recognised on the settlement date. Under settlement date accounting, a financial asset is recognised 

or derecognised in the balance sheet on the date that it is physically transferred to or from the Bank. The date on which the Bank becomes 

a party to the contractual provisions of a financial asset purchase or the Bank loses control of the contractual rights from a financial asset sale 

is commonly referred to as the “trade date”.

Fair value movements in available-for-sale financial assets between the “trade date” and the “settlement date” relating to purchases and sales 

are recognised in the Revaluation reserve.

Financial assets are initially recognised at fair value plus transaction costs. Financial assets are derecognised when the rights to receive cash flows 

from the financial assets have expired or have been transferred and the Bank has transferred substantially all risks and rewards of ownership.

Loans and advances

Loans and advances are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. They arise 

when the Bank provides money, goods or services directly to a debtor with no intention of trading the receivable.

Loans and advances are subsequently carried at amortised cost using the effective interest method, less impairment losses. Interest income on 

loans and advances is recognised in “Interest and similar income” in the income statement. Losses on the impairment of loans are recognised as 

“Impairment losses on financial assets” in the income statement.

Held-to-maturity

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed maturities that the Bank’s 

management has the positive intention and ability to hold to maturity.

Held-to-maturity investments are subsequently carried at amortised cost using the effective interest rate method. Income on held-to-maturity 

investments is recognised as “Interest and similar income” in the income statement.

Available-for-sale

Available-for-sale investments are those intended to be held for an indefinite period of time, which may be sold in response to needs for liquidity or 

changes in interest rates, exchange rates or equity prices. Available-for-sale investments represent financial assets that do not meet the criteria for 

classification as financial assets at fair value recognised through profit or loss, loans and advances or held-to-maturity investments.
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Available-for-sale financial assets are subsequently carried at fair value. Unrealised gains and losses on changes in the fair value of securities 

classified as available-for-sale are recognised in equity; realised gains and losses are recognised as “Other operating income” in the income 

statement. When securities classified as available-for-sale are sold or impaired, the accumulated fair value adjustments recognised in equity 

are included in the income statement as gains and losses from available-for-sale securities. Interest income on available-for-sale investments is 

calculated using the effective interest method and recognised as “Interest and similar income” in the income statement.

The fair values of investments quoted in active markets are based on current bid prices. If the market for a financial asset is not active (and for 

unlisted securities), the Bank establishes fair value by using valuation techniques. These include the use of recent arm’s length transactions, 

referencing to other instruments with identical characteristics, discounted cash flow analysis and other valuation techniques.

(e)	 Offsetting

Financial assets and liabilities are offset and the net amount reported in the balance sheet only when there is a legally enforceable right to 

offset the recognised amounts and there is an intention to settle on a net basis, or realise the asset and settle the liability simultaneously.

(f)	 Interest income and expense

Interest income and expense are recognised in the income statement for all instruments measured at amortised cost using the effective 

interest rate method.

The effective interest rate 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 

payments or receipts through the expected life of the financial instrument or, when appropriate, a shorter period to the net carrying amount of 

the financial asset or financial liability.

When calculating the effective interest rate, the Bank estimates cash flows considering all contractual terms of the financial instrument (for 

example, prepayment, call and similar options), but does not consider future credit losses. The calculation includes all fees and interest paid 

or received between parties to the contract that are an integral part of the effective interest rate, transaction costs and all other premiums or 

discounts.

Once a financial asset or a group of similar financial assets has been written down as a result of an impairment loss, interest income is 

recognised using the rate of interest used to discount the future cash flows for the purpose of measuring the impairment loss.

(g)	 Fee and commission income and expense

Fees and commissions are generally recognised on an accrual basis when the service has been provided. Loan commitment fees and 

commissions for loans that are likely to be drawn down are deferred (together with related direct costs) and recognised as an adjustment to 

the effective interest rate of the loan. Non-incremental commission and fees arising from transactions for a third party or fees for one-off 

transactions are recognised on completion of the underlying transaction.

(h)	 Impairment of financial assets

Assets carried at amortised cost

The Bank assesses at each balance sheet date whether there is objective evidence that a financial asset or group of financial assets is impaired. 

A financial asset or a group of financial assets is impaired and impairment losses are incurred if, and only if, there is objective evidence of 

impairment as a result of one or more events that occurred after the initial recognition of the asset (a “loss event”) and that loss event (or 

events) has an impact on the estimated future cash flows of the financial asset or group of financial assets that can be reliably estimated. 

Objective evidence that a financial asset or group of assets is impaired includes observable data that comes to the attention of the Bank about 

the following loss events:

(a)	 significant financial difficulty of the issuer or obligor;

(b)	 a breach of contract, such as a default or delinquency in interest or principal payments;

(c)	 the Bank granting to the borrower, for economic or legal reasons relating to the borrower’s financial difficulty, a concession that the lender 

would not otherwise consider;

(d)	 it becoming probable that the borrower will enter bankruptcy or other financial reorganisation;

(e)	 the disappearance of an active market for that financial asset because of financial difficulties; or observable data indicating that there 

is a measurable decrease in the estimated future cash flows from a group of financial assets since the initial recognition of those assets, 

although the decrease cannot yet be identified with the individual financial assets in the group, including:

	 i)	 adverse changes in the payment status of borrowers in the group; or

	 ii)	 national or local economic conditions that correlate with defaults on the assets in the group.
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The Bank first assesses whether objective evidence of impairment exists individually for financial assets that are individually significant, 

and individually or collectively for financial assets that are not individually significant. If the Bank determines that no objective evidence of 

impairment exists for an individually assessed financial asset, whether significant or not, it includes the asset in a group of financial assets with 

similar credit risk characteristics and collectively assesses them for impairment. Assets that are individually assessed for impairment and for 

which an impairment loss is or continues to be recognised are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss on loans and advances or held-to-maturity investments carried at amortised cost has 

been incurred, the amount of the loss is measured as the difference between the asset’s carrying amount and the present value of estimated 

future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset’s original effective interest rate. 

The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is recognised in the income 

statement.

If a loan, advance or held-to-maturity investment has a variable interest rate, the discount rate for measuring any impairment loss is the 

current effective interest rate determined under the contract.

The calculation of the present value of the estimated future cash flows of a collateralised financial asset reflects the cash flows that may result 

from foreclosure less costs for obtaining and selling the collateral.

For the purposes of a collective evaluation of impairment, financial assets are grouped on the basis of similar credit risk characteristics 

(i.e. on the basis of the Bank’s rating process that considers asset type, industry, geographical location, collateral type, past-due status and 

other relevant factors). Those characteristics are relevant to the estimation of future cash flows for groups of such assets by being indicative of 

the debtors’ ability to pay all amounts due according to the contractual terms of the assets being evaluated.

Future cash flows in a group of financial assets that are collectively evaluated for impairment are estimated on the basis of the contractual cash 

flows of the assets in the Bank and historical loss experience for assets with credit risk characteristics similar to those in the Bank. Historical 

loss experience is adjusted on the basis of current observable data to reflect the effects of current conditions that did not affect the period on 

which the historical loss experience is based and to remove the effects of conditions in the historical period that do not exist currently.

Estimates of changes in future cash flows for groups of assets should reflect and be directionally consistent with changes in related observable 

data from period to period (for example, changes in unemployment rates, property prices, payment status, or other factors indicative of 

changes in the probability of losses in the group and their magnitude). The methodology and assumptions used for estimating future cash flows 

are reviewed regularly by the Bank to reduce any differences between loss estimates and actual loss experience.

If possible, the Bank prefers loan restructuring to the realisation of loan collateral. Loan restructuring can result in changes in payment 

schedules or in loan terms and conditions. The Bank continuously evaluates whether a borrower meets all the loan terms and conditions after 

the restructuring and whether it is probable that all future loan repayment amounts will be received, i.e. that no impairment of the restructured 

loans has occurred.

When a loan is uncollectable, it is written off against the related allowance for loan impairment. Such loans are written off after all the 

necessary procedures have been completed and the amount of the loss has been determined. Subsequent recoveries of amounts previously 

written off decrease the amount of the provision for loan impairment in the income statement.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event occurring after 

the impairment was recognised (such as an improvement in the debtor’s credit rating), the impairment loss is reversed through the income 

statement.

Assets carried at fair value

The Bank assesses at each balance sheet date whether there is objective evidence that a financial asset or group of financial assets is impaired. 

In the case of equity investments classified as available-for-sale, a significant or prolonged decline in the fair value of the security below its cost 

is considered in determining whether the assets are impaired.

If any such evidence exists for available-for-sale financial assets, the cumulative loss, measured as the difference between the acquisition cost 

and the current fair value, less any impairment loss on that financial asset previously recognised in the income statement, is removed from 

equity and recognised in the income statement. Impairment losses recognised in the income statement on equity instruments are not reversed 

through the income statement.

If, in a subsequent period, the fair value of a debt instrument classified as available-for-sale increases and the increase can be objectively related 

to an event occurring after the impairment loss was recognised in the income statement, the impairment loss is reversed through the income 

statement.
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(i)	 Intangible assets and property, plant and equipment

Intangible assets and property, plant and equipment are recorded at cost including value added tax. Amortisation / depreciation is calculated by 

applying the straight-line method over their estimated useful lives which are as follows:

Buildings and constructions 45 years

Equipment 15 years

Fixtures and fittings 8 years

Motor vehicles 4 years

Information technologies 3 years

Software 3 years

Land is not depreciated.

Subsequent costs are included in the asset’s carrying amount or are recognised as a separate asset, as appropriate, only when it is probable that 

future economic benefits associated with the item will flow to the Bank and the cost of the item can be measured reliably. All other repairs and 

maintenance are charged to the income statement during the financial period in which they are incurred.

Assets that are subject to amortisation are reviewed for impairment at the reporting date to determine whether events or changes in 

circumstances indicate that the carrying amount may not be recoverable. An asset’s carrying amount is written down immediately to its 

recoverable amount if the asset’s carrying amount is greater than its estimated recoverable amount. The recoverable amount is the higher of 

the asset’s fair value less costs to sell and its value in use.

Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and bring to use the specific software. These 

costs are amortised on the basis of the expected useful lives.

Costs associated with developing or maintaining computer software programs are recognised as an expense as incurred. Costs that are directly 

associated with the production of identifiable and unique software products controlled by the Bank, and that will probably generate economic benefits 

beyond one year, are recognised as intangible assets. Computer software development costs recognised as assets are amortised over their useful lives.

(j)	 Non-current assets held-for-sale

Non-current assets classified by the Bank as held-for-sale include property, plant or equipment, which the Bank intends to sell, which is 

available for immediate sale, and the sale of which is highly probable. The intent to sale is subject to approval by the Board of Directors of the 

Bank.

Upon classifying a non-current asset as held-for-sale, the Bank will no longer depreciate it. The asset is valued at the lower of the carrying 

amount and the fair value less costs related to the sale. If the carrying amount exceeds the asset valuation, the difference is recognised as 

impairment loss on assets in the income statement.

If an asset ceases to meet the criteria for being classified as a non-current asset held-for-sale, the Bank excludes it from the group of assets 

held-for-sale. Subsequently, the asset is valued at the lower of its carrying amount prior to the ‘held-for-sale’ classification, adjusted for the 

effect of depreciation charges, amortisation or revaluation that would have been recognized had the asset not been classified as held-for-sale, 

and the recoverable amount as at the date of the ensuing decision not to sale the asset.

(k)	 Leases

Bank is the lessee

The leases entered into by the Bank are primarily operating leases. The total payments made under operating leases are charged to the income 

statement on a straight-line basis over the period of the lease and recognised as an “Administrative expense”.

When an operating lease is terminated before the lease period has expired, any payment required to be made to the lessor by way of penalty is 

recognised as an expense in the period in which termination takes place.

Bank is the lessor

The Bank leases part of its property to third parties under operating leases. Assets leased to third parties under operating leases are included as 

“Property, plant and equipment” in the balance sheet. They are depreciated over their expected useful lives on a basis consistent with similar 

owned property, plant and equipment. Rental income (net of any incentives given to lessees) is recognised on a straight-line basis over the lease 

term as “Other operating income” in the income statement.
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(l)	 Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents comprise balances with less than three months maturity from the date 

of acquisition, including: cash and non-restricted balances with central banks, investment securities, loans and advances to banks repayable on 

demand and amounts due to banks repayable on demand. Minimum obligatory reserves, which the Bank holds with the Czech National Bank, 

are not included.

(m)	 Value added tax

The Bank is registered for value added tax (“VAT”). Intangible assets and property, plant and equipment are stated at acquisition cost including 

the appropriate VAT. The Bank does not claim input VAT as the ratio of the taxable income to the total income of the Bank is lower than 1% so 

it is not economical for the Bank to claim the input VAT. Other input VAT (i.e. except for intangible assets and property, plant and equipment) is 

expensed immediately.

(n)	 Income taxes

There are two components of income tax expense: current and deferred income tax.

The current income tax expense approximates cash to be paid or refunded in respect of income taxes for the appropriate period. The calculation 

of current income tax expense is based on the income tax rate and tax legislation applicable as at the balance sheet date of the financial 

statements.

Deferred tax is provided on all temporary differences between the carrying amount of an asset or liability in the balance sheet and its tax base 

using the full liability method. A deferred tax asset is recognised to the extent that it is probable that future taxable profit will be available 

against which this asset can be utilized.

The approved tax rate for the period in which the Bank expects to utilise the deferred tax asset or settle the deferred tax liability is used for the 

deferred taxation calculation.

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

charged directly to equity.

(o)	 Staff costs, pensions and social fund

Staff costs are included in “Administrative expense” and include emoluments of the Board of Directors and Supervisory Board.

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 and recognised as “Staff costs”.

(p)	 Related parties

The Bank’s related parties are as follows:

members of the Bank’s statutory body, key management personnel and close members of their families;−−

entities that directly or indirectly control the Bank and their key management personnel;−−

entities directly or indirectly controlled or jointly controlled by those entities, which directly or indirectly control the Bank.−−

Other related parties as defined in IAS 24 are not relevant for the Bank. The following related party balances and transactions are disclosed in 

Notes 5, 7, 9, 15, 17, 18, 20, 21, 22:

the total amount of loans provided by the Bank to members of the Board of Directors, Supervisory Board, other key management personnel −−

of the Bank, and other related parties;

receivables from and liabilities to entities controlling the Bank directly or indirectly;−−

receivables from and liabilities to entities directly or indirectly controlled or jointly controlled by those entities, which directly or indirectly −−

control the Bank;

interest income and interest expense incurred in respect of related parties;−−

other income and expenses incurred in respect of related parties;−−

staff costs incurred in respect of related parties.−−

All the transactions with related parties were concluded on an arm’s length basis.
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(q)	 Financial liabilities

Other financial liabilities

Liabilities are recognised initially at fair value, net of transaction costs incurred. Liabilities are subsequently stated at amortised cost; the 

difference between received performance (net of transaction costs) and the nominal value of liabilities is recognised in the income statement 

over the period of the liabilities using the effective interest method.

Financial liabilities are derecognised from the balance sheet when the obligation to provide cash flows in relation to financial liability has 

expired, has been cancelled or has been transferred.

Other financial liabilities include due to banks, due to customers, liabilities from debt securities and subordinated debt.

(r)	 IFRS accounting and reporting developments

In 2008, the Bank has adopted the following standards:

IFRIC 11, IFRS 2 – Group and Treasury Share Transactions (effective for periods beginning on or after 1 March 2007).−−

IFRIC 12 Service Concession Arrangements (effective for periods beginning on or after 1 January 2008).−−

IFRIC 14, IAS 19 – The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction (effective for periods −−

beginning on 1 January 2008).

Certain new standards, amendments and interpretations have been published that are mandatory for preparing the Bank’s financial statements 

for the accounting periods beginning on or after 1 January 2008 or later periods and which the Bank has not adopted early.

The Bank expects the standards, amendments and interpretations described above to be adopted in accordance with the respective effective 

dates:

IFRS 8 – Operating Segments (effective for periods beginning on or after 1 January 2009). The IFRS introduces new disclosures to improve −−

the information about operating segments. It replaces IAS 14 – Segment Reporting.

IAS 1 Presentation of Financial Statements (effective for periods beginning on or after 1 January 2009).−−

IAS 23 Borrowing Costs (effective for periods beginning on or after 1 January 2009).−−

IFRIC 13 Customer Loyalty Programmes (effective for periods beginning on or after 1 July 2008).−−

Below is a list of other new standards, amendments and interpretations. The Bank has not adopted early any other new interpretations:

Amendments to IFRS 2 – Group and Treasury Share Transactions (effective for periods beginning on or after 1 January 2009).−−

Amendments to IFRS 3 – Business Combinations (effective for periods beginning on or after 1 July 2009).−−

Amendments to IAS 27 – Consolidated and Separate Financial Statements (effective for periods beginning on or after 1 July 2009).−−

Amendments to IAS 32 – Financial Instruments: Disclosure and Presentation (effective for periods beginning on or after 1 January 2009).−−

Amendments to IAS 39 – Financial Instruments: Recognition and Measurement (effective for periods beginning on or after 1 January 2009).−−

IFRIC 15, Agreements for the Construction of Real Estate (effective for periods beginning on or after 1 January 2009).−−

IFRIC 16, Hedges of a Net Investment in a Foreign Operation (effective for periods beginning on or after 1 October 2008).−−

IFRIC 17, Distributions of Non-cash Assets to Owners (effective for periods beginning on or after 1 July 2009).−−

Unless stated otherwise, the new standards, amendments and interpretations are not expected to have a significant impact on the financial 

statements of the Bank.

3	 Financial Risk Management

(a)	 Risk management organization

Supervisory Board

The Supervisory Board monitors the structure of the risk management processes in the Bank.

Internal Audit Department

Risk management processes are periodically reviewed by the Internal Audit Department. The reviews relate to the setting and monitoring of risk 

management processes in the Bank. The Internal Audit Department reports the results of the reviews to the Bank’s management, and provides 

the Supervisory Board and the Board of Directors with findings and recommendations.
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Board of Directors

The Board of Directors is responsible for the Bank’s general approaches to risk management and approves risk management strategies and 

procedures.

Credit risk and concentration risk are managed by the Credit Risk Department; interest rate risk and liquidity risk are managed by the Risk and 

Compliance Department.

(b)	 Strategy in using financial instruments

The Bank operates as a specialized mortgage bank. The Bank’s activities are related to the provision of mortgage loans, primarily to private 

individuals (exclusively since 2007). The main source of financing for these loans is represented by issued mortgage bonds and medium-term 

inter-bank deposits, with the Bank’s equity being the additional source. In addition to issues of individual mortgage bonds, the Bank uses short-

term inter-bank credit lines. The Bank does not accept primary deposits from clients, except for selected bulk-depositors and clients resources 

designated for the repayment of mortgage loans. The share of primary deposits of total liabilities is less than 1% in the long term.

In planning for the issuance of mortgage bonds and for medium-term inter-bank deposits, the Bank considers the characteristics of its loan 

portfolio according to the maturity (fixing) of interest rates and estimates of new loan contracts. Using this approach, the Bank makes an effort 

to mitigate interest rate risk arising from the timing difference between the Bank’s assets and liabilities while observing legal requirements 

to cover the value of mortgage bonds. As mortgage bonds represent the principal source of financial resources and the crucial profit driver is 

the margin between interest income from loans and interest expense on funds, the Bank derives its interest rate policy from mortgage bond 

interest rates taking into account the conditions in the highly competitive market of mortgage loans.

The Bank uses inter-bank money market deposits as supporting financial instruments, placing its short-term available resources from mortgage 

bond issues with other banks when in a financial surplus. If the Bank has insufficient available resources, which may occur in the time period 

prior to issuing mortgage bonds, it receives the resources from credit lines. The Bank purchases bonds issued by the Ministry of Finance and 

treasury bills issued by the central bank to control liquidity risk and meet liquidity limits. The Bank does not have any other securities. The Bank 

does not issue bank guarantees. The Bank does not use financial derivatives and all its trades are denominated in Czech Crowns.

(c)	 Credit risk

The Bank manages the level of credit risk accepted by setting the limits of risks acceptable in relation to one debtor or to a group of debtors. 

Such risks are periodically monitored and reviewed on an annual basis, and in the event of negative indicators are examined even more 

frequently. The limits set by the Bank are approved by the Board of Directors. An important role in credit risk is also played by the credit scoring 

system.

When dealing with impaired loans, the Bank uses both legal proceedings and out-of-court settlements. Among the measures applied most 

frequently are modifications to payment schedules, changes in the debtor entity, sale of loans, restructuring measures, sale of collateral (real 

estate properties) at auction as well as the direct sale of properties, proposals for payment orders and executory sale of properties, bankruptcy 

proceedings, etc. The Bank has also started utilizing the services of private bailiffs. The Bank essentially prefers out-of-court settlements 

whenever possible.

The credit portfolio of the Bank may be characterized as highly diversified, particularly with regard to individual debtors. It comprises a large 

number of small loans to clients employed in different industries, trades and regions, which at the same time include different age groups, 

professions and qualifications. The only exception is a loan of CZK 1,802 million provided to related party (2007: CZK 1,800 million). With the 

exception of this loan, the Bank is not exposed to an increased risk resulting from credit exposure with a concentration in tens of millions of 

Czech Crowns or higher in relation to a particular entity or a group of interrelated parties.

Analysis of financial instruments

The table below analyses the structure of the financial assets of the Bank based on the maturity and classification thereof.

The total amounts represent the maximum gross credit risk related to the individual asset class. For assets carried at fair value the current 

credit risk is shown; the maximum credit risk may increase in the future due to changes in the fair values of assets.
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31 December 2008

Not impaired instruments Impaired instruments

Selected assets
Not overdue
CZK millions

Overdue
1–30 days

CZK millions
Watched 

CZK millions
Doubtful

CZK millions
Loss 

CZK millions
Total 

CZK millions

Cash and balances with central banks 17 0 0 0 0 17

Investment securities 1,326 0 0 0 0 1,326

– available-for-sale securities 403 0 0 0 0 403

– held-to-maturity securities 923 0 0 0 0 923

Loans and advances to banks 16,804 0 0 0 0 16,804

Loans and advances to customers incl. 
undrawn commitments 122,126 6,560 1,949 1,016 171 131,822

– Individuals 116,802 6,465 1,875 1,016 166 126,324

– Entrepreneurs 86 8 2 0 0 96

– Legal entities 4,020 53 54 0 5 4,132

– Municipalities 1,218 34 18 0 0 1,270

Total 140,273 6,560 1,949 1,016 171 149,969

31 December 2007

Not impaired instruments Impaired instruments

Selected assets
Not overdue
CZK millions

Overdue
1–30 days

CZK millions
Watched 

CZK millions
Doubtful

CZK millions
Loss 

CZK millions
Total 

CZK millions

Cash and balances with central banks 50 0 0 0 0 50

Investment securities 3,788 0 0 0 0 3,788

– available-for-sale securities 1,283 0 0 0 0 1,283

– held-to-maturity securities 2,505 0 0 0 0 2,505

Loans and advances to banks 5 0 0 0 0 5

Loans and advances to customers incl. 
undrawn commitments 99,647 5,163 1,264 646 182 106,902

– Individuals 93,686 5,129 1,184 622 179 100,800

– Entrepreneurs 113 4 5 1 0 123

– Legal entities 4,451 22 75 13 3 4,564

– Municipalities 1,397 8 0 10 0 1,415

Total 103,490 5,163 1,264 646 182 110,745

At 31 December 2008 and 2007, the portfolio included no loans and advances classified as not impaired due to restructuring.

Criteria for classifying impaired advances into the portfolios

Watched advances

A loan is classified as a watched advance if principal or interest payments are overdue for more than 30 days and less than 91 days, or the 

information about the debtor’s financial / economic position is unavailable for more than 60 days and less than 91 days, and the loan was 

restructured within the previous 6 to 24 months.

Doubtful advances

A loan is classified as a doubtful advance if principal and interest payments are overdue for more than 90 days and less than 361 days or the 

information about the debtor’s financial / economic position is unavailable for more than 90 days and less than 361 days and if the loan was 

restructured within the previous 6 months. This category also includes the advances of debtors in administrative proceedings, except for 

bankruptcy, settlement or execution proceedings or a liquidation.
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Loss advances

A loan is classified as a loss advance if principal and interest payments are overdue for more than 360 days, or the information about the 

debtor’s financial / economic position is unavailable for more than 360 days, or there are petitions against the debtor of either bankruptcy, 

settlement or execution proceedings or the debtor is in liquidation.

Carrying amount of financial instruments that would otherwise be overdue whose terms have been renegotiated

Selected assets
2008

CZK millions
2007 

CZK millions

Loans and advances to customers incl. undrawn commitments	

− Individuals 25 20

− Entrepreneurs 0 3

− Legal entities 0 11

− Municipalities 0 10

Total 25 44

Collateral

The Bank uses commonly tradable real estate and units, in particular residential objects, as eligible loan collateral.

Other acceptable collateral includes building land, recreational facilities, apartment houses, universal operating facilities - non-residential 

premises and offices.

Method of collateral valuation

The valuation, i.e. determining the current price and the long-term value of the pledged real estate, is based on market valuation principles. The 

estimates are performed by trained and accredited personnel of the Bank or selected external appraisers.

(d)	 Market risk

The Bank takes on exposure only to interest rate risk which arises from the time structure differences of assets and liabilities. The Bank does 

not take exposure to currency and equity risk. For further details about these types of risks see below.

(e)	 Derivative financial instruments

The Bank does not utilise any derivative financial instruments.

(f)	 Currency risk

The financial positions and cash-flows of the Bank are not exposed to the risk of changes in foreign exchange rates, since all the operations of 

the Bank are performed in Czech currency, except for a limited amount of operational transactions.

(g)	 Interest rate risk

The financial position and cash-flows of the Bank are exposed to the risk of movements of market interest rates due to the different time 

structure of the items on the asset side and liabilities side of the balance sheet.

The Bank uses the basis point value method (hereinafter “BPV”) as its main method of estimating the interest rate risk that its positions are 

exposed to. The Board of Directors sets the limit of acceptable risk for the BPV method which is monitored on a weekly basis. The BPV is 

based on a calculation of the present value of differences between assets and liabilities, including interest cash flows, reflecting a time spread 

determined by their maturity dates or revaluation, as appropriate.

The BPV compares the present value of the above differences in terms of the current yield curve and a parallel shift of the yield curve by 

+ 0.1%.

The Bank also utilizes cumulative gap analysis for operating interest-rate risk management. The interest gap is based on the volume and 

maturity date or on the revaluation date of selected balance sheet items that are sensitive to interest rate fluctuation.
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In compliance with the parent company’s methodology, the liabilities reflect simulated cash flows from capital funds and the estimated drawing 

of approved loans. Other liabilities include the share premium from mortgage bonds issued above par, spread by maturity. The interest gap 

analysis position is monitored on a weekly basis, whereas the limits for selected time spreads are established by the Board of Directors.

To quantify a potential loss amount for unfavourable interest rate development, the Bank performs stress testing of interest rate risk quarterly. 

As recommended by the Basel Committee on Banking Supervision, the basic stress testing is based on the calculation of the present value of 

differences between interest rate sensitive assets and liabilities in individual time spreads for yield curve shifts, while an overall impact of an 

interest rate shock should not cause a capital decrease exceeding 20%. The calculation takes into account monthly spreads and parallel shifts of 

the yield curve by 200 bp. 

With respect to interest rate risk, the loans are continuously analyzed on a premature redemption. The level of premature redemption outside 

the period of the interest rate re-fixing is rather insignificant with respect to the overall volume of loans. Moreover, by the most common 

products (mortgage loans to individuals) sanctions for premature redemption may apply, which compensate for the interest-rate risk incurred 

by the Bank.

The following table includes selected assets and liabilities of the Bank at their nominal values under the accruals principle according to their 

maturity, i.e. the closest revaluation term, and shows the interest rate risk that the Bank’s positions are exposed to. The data was downloaded 

from the information system used to control the interest rate risk of the Bank and, therefore, does not correspond to the financial statements.

31 December 2008

Within 
1 month

CZK millions

1−3
months

CZK millions

3−12
 months

CZK millions

 1−5
 years

CZK millions

Over 
5 years

CZK millions
Total

CZK millions

Selected assets

Cash and balances with central banks 17 0 0 0 0 17

Investment securities (nominal value) 0 500 0 800 0 1,300

Loans and advances to banks 11 0 0 8,200 8,460 16,671

Loans and advances to customers incl. undrawn commitments 4,134 5,454 28,875 90,408 2,594 131,465

Total 4,162 5,954 28,875 99,408 11,054 149,453

Selected liabilities

Due to banks 1,046 0 2,500 15,400 200 19,146

Due to customers 577 1 15 0 0 593

Liabilities from debt securities (nominal value) 0 2,500 9,015 74,560 1,680 87,755

Subordinated debt (nominal value) 0 0 0 0 0 0

Estimated drawings of approved loans 2,866 2,912 5,817 1,633 0 13,228

Simulated cash flow of capital funds 238 477 2,145 11,439 1,589 15,888

Other liabilities 2,056 133 557 2,431 7,666 12,843

Total 6,783 6,023 20,049 105,463 11,135 149,453

Net assets / (liabilities) (2,621) (69) 8,826 (6,055) (81) 0

Cumulative IR GAP (2,621) (2,690) 6,136 81 0 -
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31. 12. 2007

Within 
1 month

CZK millions

1−3
months

CZK millions

3−12
 months

CZK millions

 1−5
 years

CZK millions

Over 
5 years

CZK millions
Total

CZK millions

Selected assets

Cash and balances with central banks 50 0 0 0 0 50

Investment securities (nominal value) 400 1,000 1,600 800 0 3,800

Loans and advances to banks 5 0 0 0 0 5

Loans and advances to customers incl. undrawn commitments 3,676 5,086 27,494 68,932 2,036 107,224

Total 4,131 6,086 29,094 69,732 2,036 111,079

Selected liabilities

Due to banks 764 400 100 5,800 100 7,164

Due to customers 1,562 1 13 2 0 1,578

Liabilities from debt securities (nominal value) 0 3,000 16,515 51,660 1,695 72,870

Subordinated debt (nominal value) 0 0 200 0 0 200

Estimated drawings of approved loans 4,829 2,688 2,614 1,606 0 11,736

Simulated cash flow of capital funds 144 287 1,292 6,892 957 9,572

Other liabilities 7,958 0 0 0 0 7,958

Total 15,258 6,376 20,734 65,959 2,752 111,079

Net assets / (liabilities) (11,126) (290) 8,360 3,773 (717) 0

Cumulative IR GAP (11,126) (11,416) (3,056) 717 0 -

The following table summarizes the sensitivity of net interest income and equity to changes in market interest rates, provided the other market 

conditions remain constant.

The sensitivity of net interest income represents the change of net interest income within the period of one year arising from the fluctuation 

of the interest rates of financial assets and liabilities that bear a variable interest rate and are held by the Bank as at 31 December 2008 and 

31 December 2007, respectively.

The sensitivity of equity represents the change of the remeasurement of available-for-sale securities bearing a fixed interest rate arising from 

possible movements of market interest rates. The analysis of equity sensitivity caters also for the maturity of financial instruments. The 

overall sensitivity of the equity is based on the assumption of even/parallel shifts of yield curves, whereas the analysis taking into account the 

maturity of the financial instruments shows the sensitivity thereof to non-parallel shifts of the yield curves.

31 December 2008

Sensitivity of equity

Sensitivity of the net interest income

0−1 year 1−3 years 3−5 years Over 5 years Total

Basis points change CZK millions CZK millions CZK millions CZK millions CZK millions CZK millions

10 (0.4) (0.01) (0.7) 0 0 (0.71)

(10) 0.4 0.01 0.7 0 0 0.71

31 December 2007

Sensitivity of equity

Sensitivity of the net interest income

0−1 year 1−3 years 3−5 years Over 5 years Total

Basis points change CZK millions CZK millions CZK millions CZK millions CZK millions CZK millions

10 (5.2) (0.2) (1) 0 0 (1.2)

(10) 5.2 0.2 1 0 0 1.2
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The table below presents effective interest rates split by major classes of interest bearing assets and liabilities:

2008
%

2007
%

Assets

Cash and balances with central banks 2.47 2.01

Investment securities 4.61 3.05

Loans and advances to banks 3.82 2.95

Loans and advances to customers 5.05 4.82

Liabilities

Due to banks 4.10 3.45

Due to customers 0.14 0.50

Subordinated debt - 9.04

Liabilities from debt securities 4.17 3.50

(h)	 Liquidity risk and maturity analysis

Liquidity risk arises from situations when the Bank is not able to meet its liabilities within the due date or prematurely. To reduce the risk, the 

Bank makes investments in highly liquid instruments and performs regular monitoring of expected future cash flows and liquidity.

The Bank is exposed to daily calls on its available cash resources especially due to drawdowns on mortgage facilities and the repayment of 

inter-bank transactions. The Bank does not maintain cash resources to meet all of these needs as the Bank uses its experience of patterns 

of mortgage loan drawdowns and repayments of inter-bank loans to predict a minimum level of reinvestment of maturing funds with a high 

level of certainty. The Board of Directors sets limits on the maximum allowed liquidity gap (cumulated) in individual time intervals, which is 

monitored on a monthly basis.

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

maturity date at the balance sheet date.

31 December 2008

Within 
1 month

CZK millions

1−3
months

CZK millions

3−12
 months

CZK millions

 1−5
 years

CZK millions

Over 
5 years

CZK millions
Not specified
CZK millions

Total
CZK millions

Assets

Cash and balances with central banks 17 0 0 0 0 0 17

Investment securities 0 498 394 434 0 0 1,326

Loans and advances to banks 11 5 128 8,200 8,460 0 16,804

Loans and advances to customers 1,328 1,089 4,167 17,791 95,438 0 119,813

Other assets 10 0 7 0 0 200 217

Total assets 1,366 1,592 4,696 26,425 103,898 200 138,177

Undrawn commitments 172 458 3,750 7,629 0 0 12,009

Liabilities

Due to banks 1,146 52 2,674 15,400 200 0 19,472

Due to customers 577 11 2 0 3 1 594

Liabilities from debt securities 105 3,063 7,294 14,757 75,339 0 100,558

Subordinated debt 0 0 0 0 0 0 0

Current tax liability 0 58 0 0 0 0 58

Other liabilities 59 0 9 0 0 192 260

Total liabilities 1,887 3,184 9,979 30,157 75,542 193 120,942

Net assets / (liabilities) (349) (1,134) (1,533) 3,897 28,356 7 29,244
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31 December 2007

Within 
1 month

CZK millions

1−3
months

CZK millions

3−12
 months

CZK millions

 1−5
 years

CZK millions

Over 
5 years

CZK millions

Not 
specified

CZK millions
Total

CZK millions

Assets

Cash and balances with central banks	 50 0 0 0 0 0 50

Investment securities 399 922 1,957 439 0 0 3,788

Loans and advances to banks 5 0 0 0 0 0 5

Loans and advances to customers 977 844 3,862 15,552 75,140 0 96,375

Other assets 0 0 7 0 0 192 199

Total assets 1,431 1,836 5,826 15,991 75,140 192 100,417

Undrawn commitments 153 342 2,599 7,433 0 0 10,527

Liabilities

Due to banks 784 426 186 5,800 100 0 7,296

Due to customers 1,562 11 0 2 3 0 1,578

Liabilities from debt securities 95 3,287 4,969 23,502 48,737 0 80,591

Subordinated debt 19 0 200 0 0 0 219

Current tax liability 0 0 0 0 0 23 23

Other liabilities 93 0 0 0 0 60 153

Total liabilities 2,553 3,724 5,355 29,304 48,840 83 89,860

Net assets / (liabilities) (969) (1,546) 3,070 (5,880) 26,300 109 21,084

4	 Significant Accounting Estimates And Judgements

(a)	 Impairment of loans

The Bank assesses its loan portfolio on a monthly basis. The Bank regularly reviews whether there is any observable data indicating that there is 

a measurable decrease in the estimated future cash-flows from a portfolio of loans before the individual loan is impaired which may influence 

the quality of the portfolio. The evidence that the asset is impaired may include observable data indicating an adverse change in the payment 

status of borrowers as a group or related national or local socio-economic conditions that correlate with defaults on the assets in the group. 

The Bank’s management uses estimates based on the historical loss experience of the loan portfolio.

(b)	 Held-to-maturity investments

In compliance with IAS 39 and related regulations, at the date of acquisition the Bank must exercise judgement in classifying financial assets as 

held-to-maturity investments as it must evaluate if it has the positive intention and ability to hold the asset until maturity. If the Bank fails to 

fulfil these conditions and sells the investment before its maturity under other than specific circumstances, for example, selling an insignificant 

amount close to maturity, it will be required to reclassify the entire class as available-for-sale. In such cases, the investments are revalued from 

amortized cost to fair value.

The impact of such a revaluation of held-to-maturity investments to fair value (before taking into account the related tax effect) would be 

a decrease in equity of CZK 11 million as at 31 December 2008 (an increase of CZK 2 million as at 31 December 2007).
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(c)	 Available-for-sale securities

The Bank determines that available-for-sale instruments are impaired when there has been a significant or prolonged decline in the fair value 

below its cost. This determination of what is significant or prolonged requires judgement. Also, for an impairment assessment of equity 

instruments evidence of a deterioration in the financial health of the issuer, industry and sector performance, changes in technology, and 

operational and financing cash flows are taken into account.

5	 Interest and Similar Income
2008

CZK millions
2007

CZK millions

Interest on loans and advances to customers 5,426 3,787

Interest on investment securities 76 100

− available-for-sale securities 23 71

− held-to-maturity securities 53 29

Interest on balances with central bank and loans and advances to banks 193 10

5,695 3,897

Included within interest income for 2008 is CZK 73 million (2007: CZK 42 million) of interest income recognised on impaired loans and 

advances.

In 2008, interest income includes CZK 192 million related to the Bank’s parent company ČSOB (2007: CZK 7 million) and CZK 70 million related 

to entity controlled by ČSOB Centrum Radlická a.s. (2007: CZK 36 million).

Interest and Similar Expense
2008

CZK millions
2007

CZK millions

Interest on liabilities from debt securities and subordinated debt 3,152 2,160

Interest on due to customers 1 22

Interest on due to banks 528 176

3,681 2,358

Interest expense includes CZK 3,036 million related to ČSOB, and to the following entities controlled or jointly controlled by ČSOB: 

Českomoravská stavební spořitelna, a.s. (“ČMSS”), ČSOB Investment Banking Services, a.s. (“ČSOB IBS”), ČSOB Investiční společnost, a.s. (“ČSOB 

IS”), Auxilium, a.s. and Motokov, a.s. (2007: CZK 1,574 million related to ČSOB, ČMSS, ČSOB IBS, ČSOB IS and Auxilium, a.s.).

6	 Fee and Commission Income And Expense
2008

CZK millions
2007

CZK millions

Credit related fees 312 258

Commissions from Ministry of Regional Development 7 11

Fee and commission income 319 269

Brokerage fees paid and other fees and commissions 22 14

Fee and commission expense 22 14

Net profit on fees and commissions 297 255
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7	 Other Operating Income 
2008

CZK millions
2007

CZK millions

Rental income 6 8

Income from sale of property 2 3

Income from a premature purchase of debt securities issued 0 54

Income from a premature termination of money market deposits 12 0

Other income 17 10

37 75

All lease contracts relate to the lease or sub-lease of real estate and are concluded for an indefinite period of time; therefore, the value of future 

minimum payments received from these contracts cannot be determined.

Other Operating Expense
2008

CZK millions
2007

CZK millions

Expense from sale of property 1 13

Expense from a premature purchase of debt securities issued 0 4

Expense from a premature termination of money market deposits 7 0

Other expenses 3 3

11 20

All income and expenses from the premature purchase of debt securities issued and from the premature termination of money market deposits 

were generated with ČSOB.

Future minimum payments under operating lease

2008
CZK millions

2007
CZK millions

Within 1 year 7 7

1–5 years 26 26

Over 5 years 20 27

53 60

The above information was obtained from the contract on the lease of non-residential premise that was concluded for a definite period of time. 

All other lease contracts relate also to the lease or sub-lease of real estate, however, these were concluded for an indefinite period of time; 

therefore, the value of future minimum payments received from these contracts cannot be determined.

8	 Administrative Expense
2008

CZK millions
2007

CZK millions

Staff costs (Note 9) 394 381

Marketing and public relations expenses 83 95

Amortisation of intangible assets and depreciation of property, plant and equipment (Note 16)	 37 38

Operating leases 45 45

Other real estates expenses 7 17

Other administrative expenses 117 73

683 649



64

F inancia       l  P ar  t

Hypoteční banka, a.s. Annual Report 

9	 Staff Costs 
2008

CZK millions
2007

CZK millions

Wages and salaries 258 252

Salaries and bonuses of key management 27 17

Salaries and bonuses of the Supervisory Board members 2 3

Social and health insurance 89 94

Other personnel costs 18 15

394 381

Staff statistics

2008 2007

Average number of employees 433 417

Number of members of key management 3 3

Number of members of the Supervisory Board 6 6

10	 Impairment Losses on Financial Assets

The Bank has the following allowances for financial assets:

Allowances
31 December 2008

CZK millions
31 December 2007

CZK millions

Allowances for loans and advances to customers (Note 15) 271 270

Total allowances for financial assets 271 270

Allowances for property, plant and equipment (Note 16) 18 0

Allowances for other assets (Note 17) 0 9

Total allowances for operating assets 18 9

Total allowances 289 279

The movements in allowances can be analysed as follows:

Loans and advances 
to customers – 

collectively created 
allowances

CZK millions

Loans and advances 
to customers – 

individually created 
allowances

CZK millions

Property, plant and 
equipment

CZK millions
Operating assets

CZK millions
Total

CZK millions

At 1 January 2007 22 146 0 9 177

Utilization of allowances 0 (36) 0 0 (36)

Release of allowances (17) (50) 0 0 (67)

Creation of allowances 94 111 0 0 205

Transfers between categories 5 (5) 0 0 0

At 31 December 2007 104 166 0 9 279

Utilization of allowances (8) (139) 0 (9) (156)

Release of allowances (74) (50) 0 0 (124)

Creation of allowances 72 200 18 0 290

Transfers between categories (8) 8 0 0 0

At 31 December 2008 86 185 18 0 289
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2008
CZK millions

2007
CZK millions

Net increase in allowances for impairment losses on financial assets (10) (102)

Recoveries 1 1

Write-offs and net loss from the assignment of receivables (157) (36)

Impairment losses on financial assets (166) (137)

Bad debts are written-off against allowances when management concludes that they no longer meet the definition of asset. 

Allowances are also created against interest income accrued on impaired loans and advances that amounted to CZK 5 million for 2008 (2007: 

CZK 9 million).

11	 Income Tax Expense
2008

CZK millions
2007

CZK millions

Profit before income tax 1,488 1,063

Tax calculated at applicable tax rate of 21% (2007: 24%) 312 255

Tax effect of non-taxable income (46) (36)

Tax effect of tax non-deductible expenses 15 10

Current tax expense 21% (2007: 24%) 281 229

Deferred tax (income) / expense 36 29

Income tax expense 317 258

Effective tax rate 21.29% 24.27%

Net deferred tax asset / (liability) includes the following:

2008
CZK millions

2007
CZK millions

Deferred tax liability

Accelerated tax depreciation 6 7

Application of effective interest rate to loans and advances to customers 40 0

46 7

Deferred tax asset

Revaluation of available-for-sale securities 1 2

Revaluation of property, plant and equipment 4 0

5 2

Net deferred tax (liability) / asset (41) (5)

Net deferred tax (liability) / asset

Opening balance (5) 24

Change in accelerated tax accumulated depreciation 1 0

Change due to effective interest rate of loans and advances to customers (40) (31)

Available-for-sale financial assets – revaluation to fair value (1) 2

Revaluation of property, plant and equipment 4 0

Closing balance (41) (5)

The applicable rate for the calculation of income tax in 2008 was 21% (2007: 24%).
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Deferred tax is calculated for all taxable temporary differences using the full liability method with 20% and 19% tax rates, which are the 

income tax rates to be used for 2009 and the following years, respectively.

The Bank expects that the net deferred tax asset will be fully utilized against future taxable profits. The estimated amount of the deferred tax 

realizable within 12 months is CZK 4 million in 2008 (2007: CZK 2 million).

12	 Cash and Balances With Central Banks
31 December 2008

CZK millions
31 December 2007

CZK millions

Minimum obligatory reserves 17 50

17 50

Mandatory minimum reserves are the Bank’s mandatory deposits with the CNB and are not available for use in the Bank’s day-to-day 

operations. These deposits bear interest at the CZK repo rate, which was 2.25% p.a. as at 31 December 2008 (31 December 2007: 3.5% p.a.).

13	 Investment Securities
31 December 2008

CZK millions
31 December 2007

CZK millions

Available-for-sale securities

Government debt securities in book entry form 394 383

Treasury bills 0 891

Available-for-sale financial assets – shares 9 9

Total available-for-sale securities 403 1,283

Held-to-maturity securities

Government debt securities in book entry form 425 430

Treasury bills 498 2,075

of which: Treasury bills with original maturity less than 3 months (Note 25) 0 992

Treasury bills with original maturity more than 3 months 498 1,083

Total held-to-maturity securities 923 2,505

Total investment securities 1,326 3,788

In 2006, the Bank acquired a 9% investment in LEXXUS, a.s., at a cost of CZK 9 million which was accounted for as an available-for-sale 

financial asset. Being an unquoted equity instrument, its fair value cannot be measured reliably due to the following reasons:

No quoted company has entered the stock exchange which resembles LEXXUS, a.s., in respect of its scope of business;−−

LEXXUS, a.s., does not pay dividends;−−

An accurate estimate of future cash flows utilising the models for determining the fair value of an instrument by discounting the future −−

cash flows is not possible.

For these reasons the carrying amount of the financial asset was stated equal to its acquisition cost. The Bank’s management believes this cost 

approximates the fair value of the investment. The Bank does not expect to sell the shares in LEXXUS, a.s., in the near future.

Government debt securities held by the Bank are traded on the Prague Stock Exchange (“BCPP”), the treasury bills held by the Bank are traded 

over-the-counter (“OTC”). Fair value remeasurement of available-for-sale government debt securities is based on prices quoted at BCPP as at 

the reporting date. Fair value remeasurement of available-for-sale treasury bills is based on OTC quoted prices as at the reporting date.
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14	L oans and Advances to Banks

31 December 2008
CZK millions

31 December 2007
CZK millions

Current accounts with banks (Note 25) 10 5

Term deposits with banks 16,794 0

16,804 5

All current accounts and term deposits are held with ČSOB.

15	L oans and Advances to Customers

31 December 2008
CZK millions

31 December 2007
CZK millions

Mortgage loans 118,724 95,314

Other loans 1,360 1,331

Allowances for loans and advances to customers (Note 10) (271) (270)

Total 119,813 96,375

As at 31 December 2008, the Bank accepted collateral received for mortgage loans granted of CZK 113,580 million (31 December 2007: CZK 

88,184 million). This collateral consists mainly of real estate. Mortgage loans are secured by this collateral. The real estates are stated at fair 

value and individually recorded at the lower amount of the fair value and the total exposure of the secured loan. 

Loans to related parties

Loans and advances to customers include the following loans to related parties:

31 December 2008
CZK millions

31 December 2007
CZK millions

Group companies:

Centrum Radlická a.s. 1,802 1,800

Bank’s management:

Board of Directors 1 1

Supervisory Board 6 6

Other key management personnel 32 34

Total 1,841 1,841

As at 31 December 2008, the Bank accepted collateral received for mortgage loans granted to related parties of CZK 1,841 million  

(31 December 2007: CZK 1,840 million).
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16	 Intangible Assets, Property, Plant And Equipment

Intangible assets

Software 
CZK millions

Other 
CZK millions

Total
CZK millions

At 1 January 2007

Cost 163 11 174

Accumulated amortisation (141) (9) (150)

Net book value 22 2 24

Year ended 31 December 2007

Opening net book value 22 2 24

Additions 10 0 10

Disposals (11) (2) (13)

Disposals – accumulated amortisation 11 2 13

Amortisation charge (11) (2) (13)

Closing net book value 21 1 22

At 31 December 2007

Cost 162 9 171

Accumulated amortisation (141) (8) (149)

Net book value 21 1 22

Year ended 31 December 2008

Opening net book value 21 1 22

Additions 21 0 21

Disposals 0 0 0

Disposals - accumulated amortisation 0 0 0

Amortisation charge (17) 0 (17)

Closing net book value 25 1 26

At 31 December 2008

Cost 183 9 192

Accumulated amortisation (158) (8) (166)

Net book value 25 1 26
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Property, plant and equipment

Land and buildings
CZK millions

Equipment
CZK millions

Other
CZK millions

Total
CZK millions

At 1 January 2007

Cost 168 142 53 363

Accumulated depreciation (36) (115) (46) (197)

Net book value 132 27 7 166

Year ended 31 December 2007

Opening net book value 132 27 7 166

Additions 3 17 10 30

Disposals (10) (47) (25) (82)

Disposals - accumulated depreciation 1 46 22 69

Depreciation charge (3) (17) (6) (26)

Closing net book value 123 26 8 157

At 31 December 2007

Cost 161 112 38 311

Accumulated depreciation (38) (86) (30) (154)

Net book value 123 26 8 157

Year ended 31 December 2008

Opening net book value 123 26 8 157

Additions 4 15 13 32

Disposals 0 (8) (9) (17)

Disposals - accumulated depreciation 0 7 6 13

Depreciation charge (3) (15) (2) (20)

Impairment losses on assets (Note 10) (18) 0 0 (18)

Closing net book value 106 25 16 147

At 31 December 2008

Cost 165 119 42 326

Accumulated depreciation and impairment losses on assets (59) (94) (26) (179)

Net book value 106 25 16 147

In 2008, the Bank considered a sale of certain real estate and, therefore, reclassified the real estate into non-current assets held-for-sale. 

However, the sale of the respective buildings within one year is not feasible due to the present situation in the real estate market and the 

respective assets were thus transferred back as Land and buildings.

The Bank does not have any assets obtained under finance lease contracts and has no pledged intangible assets or pledged property, plant and 

equipment.



70

F inancia       l  P ar  t

Hypoteční banka, a.s. Annual Report 

17	 Other Assets
31 December 2008

CZK millions
31 December 2007

CZK millions

Operating advances granted 6 8

Estimated receivables 13 2

Receivables from other unsettled financial transactions (clearing system) 0 6

Receivables from brokerage fees 10 5

Other receivables 10 6

39 27

Allowances for other assets (Note 10) 0 (9)

39 18

Other assets include receivables from commissions, compensation and rent from ČSOB in amount of CZK 14 million as at 31 December 2008 

(31 December 2007: CZK 5.3 million related to commissions and rent).

18	 Due to Banks
31 December 2008

CZK millions
31 December 2007

CZK millions

Due to banks 19,472 7,296

All deposits from banks are due to ČSOB.

19	 Due to Customers
31 December 2008

CZK millions
31 December 2007

CZK millions

Liabilities repayable on demand 578 1,562

Term deposits on notice 11 11

Term accounts with maturity 5 5

594 1,578

20	L iabilities from Debt Securities
Effective interest rate

31 December 2008
CZK millions

31 December 2007
CZK millions

2008
(%)

2007
(%)

Mortgage bonds  

- HZL2, CZ0002000029, 5 years (fix) 0 0 2 2

- HZL4, CZ0002000094, 5 years (fix) 0 0 7 7

- HZL5, CZ0002000136, 5 years (fix) 0 0 3 3

- HZL6, CZ0002000144, 5 years (fix) 0 0 2 2

- HZL7, CZ0002000169, 5 years (fix) 0 0 1 1

- HZL10, CZ0002000227, 5 years (fix) 0 3.09 0 1,539

- HZL11, CZ0002000243, 5 years (fix) 0 2.67 0 2,536

- HZL12, CZ0002000284, 5 years (fix) 0 3.31 0 1,517

- HZL13, CZ0002000300, 7 years (fix) 3.79 3.79 2,022 2,038

- HZL14, CZ0002000318, 5 years (fix) 3.56 3.56 2,598 2,614

- HZL16, CZ0002000367, 5 years (fix) 3.95 3.95 2,060 2,077

- HZL17, CZ0002000375, 5 years (float) 3.15 3.15 1,044 1,058

- HZL19, CZ0002000474, 5 years (fix) 3.35 3.35 2,095 2,110

- HZL20, CZ0002000490, 3 years (fix) 0 2.73 0 1,542

- HZL21, CZ0002000532, 5 years (fix) 2.84 2.84 2,621 2,657
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Effective interest rate

31 December 2008
CZK millions

31 December 2007
CZK millions

2008
(%)

2007
(%)

- HZL22, CZ0002000581, 30 years (float) 4.16 2.29 2,589 2,568

- HZL23, CZ0002000607, 30 years (float) 3.50 2.30 2,055 2,049

- HZL24, CZ0002000615, 15 years (fix) 3.14 3.14 272 289

- HZL25, CZ0002000656, 10 years (float) 3.79 3.79 3,201 3,221

- HZL26, CZ0002000714, 30 years (float) 3.05 3.06 1,019 1,020

- HZL27, CZ0002000722, 30 years (float) 3.31 3.31 2,039 2,040

- HZL28, CZ0002000730, 30 years (float) 2.75 2.90 3,055 3,056

- HZL29, CZ0002000748, 30 years (float) 3.13 3.13 1,019 1,019

- HZL30, CZ0002000789, 3 years (fix) 3.19 3.19 2,062 2,079

- HZL31, CZ0002000797, 5 years (fix) 3.55 3.55 2,630 2,652

- HZL33, CZ0002000839, 3 years (fix) 3.55 3.55 1,024 1,031

- HZL34, CZ0002000862, 5 years (fix) 3.58 3.58 1,563 1,577

- HZL37, CZ0002000961, 3 years(fix) 3.29 3.29 2,093 2,110

- HZL38, CZ0002000979, 5 years (fix) 3.45 3.45 1,070 1,080

- HZL39, CZ0002000987, 10 years (float) 3.51 3.51 2,061 2,080

- HZL40, CZ0002001001, 30 years (float) 3.61 3.61 2,398 2,403

- HZL41, CZ0002001019, 5 years (fix) 3.87 3.87 1,059 1,067

- HZL42, CZ0002001076, 28 years (float) 3.93 3.93 1,269 1,273

- HZL43, CZ0002001092, 30 years (float) 3.96 3.96 3,180 3,190

- HZL44, CZ0002001100, 30 years (float) 4.07 4.07 2,541 2,548

- HZL45, CZ0002001118, 30 years (float) 4.06 4.06 1,881 1,886

- HZL46, CZ0002001167, 30 years (float) 3.81 3.81 2,510 2,517

- HZL47, CZ0002001183, 30 years (float) 4.00 4.92 2,328 2,355

- HZL48, CZ0002001217, 30 years (float) 3.98 3.98 1,870 1,875

- HZL49, CZ0002001233, 20 years (fix) 4.61 4.61 604 607

- HZL50, CZ0002001241, 15 years (fix) 4.54 4.54 585 589

- HZL51, CZ0002001258, 30 years (float) 4.32 4.32 623 624

- HZL52, CZ0002001266, 30 years (float) 3.92 4.92 2,286 2,315

- HZL53, CZ0002001308, 30 years (float) 4.18 5.10 1,733 1,753

- HZL54, CZ0002001621, 30 years (float) 4.06 4.06 2,480 2,487

- HZL55, CZ0002001738, 30 years (float) 4.18 5.27 1,593 1,613

- HZL56, CZ0002001712, 30 years (float) 3.95 6.03 3,576 574

- HZL57, CZ0002001720, 30 years (float) 4.02 5.86 3,506 1,743

- HZL58, CZ0002001936, 30 years (float) 4.15 5.60 4,966 123

- HZL59, CZ0002001944, 30 years (float) 4.26 5.50 4,423 123

- HZL60, CZ0002001951, 30 years (float) 4.20 5.59 5,188 123

- HZL61, CZ0002001969, 30 years (float) 4.13 5.40 5,135 614

- HZL62, CZ0002001977, 30 years (float) 4.22 5.40 4,617 615

100,558 80,591

The Bank’s related parties ČSOB, ČMSS, ČSOB Investiční společnost, ČSOB Investment Banking Services, ČSOB Pojišťovna, Auxilium and 

Motokov held CZK 82,863 million (at amortized cost) mortgage bonds as at 31 December 2008 (31 December 2007: CZK 62,247 million).

In 2008, the Bank released no new issues of mortgage bonds but only new tranches to already issued bonds.

In 2008, the Bank repurchased no mortgage bonds issued (2007: repurchase in a nominal value of CZK 7,500 million).

The mortgage bond balances with no effective interest rate disclosed in the table above relate to liabilities from unpaid coupons of issues which 

have already matured.
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21	 Subordinated Debt

The Bank issued to ČSOB Pojišťovna, a.s., subordinated debt of CZK 200 million on 1 June 2000, which was repayable on 2 June 2008. This debt 

bore interest at 9.5% p.a., which was payable annually. This liability was subordinated to all other liabilities of the Bank and was properly repaid 

on 2 June 2008. As at 31 December 2008, the Bank had no subordinated debt.

22	 Other Liabilities
31 December 2008

CZK millions
31 December 2007

CZK millions

Estimated payables 77 65

Liabilities from unsettled transactions with securities 9 4

Liabilities from other unsettled financial transactions (clearing system, credit withdrawals) 73 50

Other liabilities 60 29

219 148

Other liabilities as at 31 December 2008 and 2007 did not include any liabilities to related parties.

As at 31 December 2008 and 2007, the Bank did not have any overdue liabilities.

23	 Equity And Profit Distribution

Share capital

31 December 2008
CZK millions

31 December 2007
CZK millions

Issued and fully paid 5,076 3,458

Issue of shares

Date of registration 
at Commercial 

Register

Nominal value  
of share 

CZK

Number  
of shares

Units

Nominal
value

CZK millions

Decrease of nominal value of shares 17 July 2002 500 1,328,373 664

XI. issue 13 August 2003 500 1,310,060 655

XII. issue 1 September 2004 500 2,631,044 1,316

XIII. issue 25 January 2007 500 1,646,737 823

Total as at 31 December 2007 500 6,916,214 3,458

XIV. issue 11 April 2008 500 3,236,442 1,618

Total as at 31 December 2008 500 10,152,656 5,076

All the issues were given the same ISIN CZ0008030509.

On 17 December 2007, the General Meeting decided on a share capital increase of CZK 1,500 million from CZK 3,458 million to CZK 4,958 

million by the subscription of new shares through cash contributions. The share subscription is approved up to CZK 3,458 million. After the 

increase, the maximum amount of share capital could be CZK 6,916 million.

The share capital increase was performed by the subscription of 3,236,442 units of bearer ordinary shares, issued in book entry form with 

a nominal value of CZK 500 each and entered in force on 11 April 2008. The total amount of issued and paid shares including share premium 

was CZK 5,501 million.



73Specialists ‘08

Shareholders

The structure of the Bank’s shareholders as at 31 December 2008 and 2007 (as at 31 December 2007 – issued and fully paid, recorded in the 

Commercial Register on 11 April 2008) was as follows:

31 December 2008
%

31 December 2007
%

Name

ČSOB 99.90 99.87

Other shareholders (holding less than 1% of share capital) 0.10 0.13

100.00 100.00

On 31 December 2008, ČSOB was directly controlled by KBC Bank NV, which had an ownership interest in ČSOB of 100% (31 December 2007: 

100%). On the same date, KBC Bank NV was controlled by KBC Group NV. Thus, KBC Group NV was indirectly exercising ultimate control over 

the Bank.

The General Meeting, called at the request of the majority shareholder on 9 September 2005, decided on the buy-out of shares by the major 

shareholder in accordance with Section 183i et seq. of the Commercial Code (a so-called “squeeze-out”). The General Meeting decision has not 

been recorded in the Commercial Register as at the date of issuance of these financial statements. A Municipal Court in Prague has interrupted 

the process of the registration in the Commercial Register and filed a request with the Constitutional Court for assessment of compliance of 

the Commercial Code Sections described with the Czech Constitution. In December 2008, the Constitutional Court dismissed the request of 

the Municipal Court and, as a result, the Municipal Court in Prague should resume the original process of the registration in the Commercial 

Register in 2009. For this reason, the buy-out of shares by the major shareholder has not yet been completed.

At 31 December 2008 and 2007, no shares of the Bank were held by members of the Board of Directors, Supervisory Board or members of the 

Bank’s management.

At 31 December 2008 and 2007, all the shares were registered for trading in the RM-System.

Reserve fund

Under the Commercial Code, the Bank is required to allocate 5% of annual profit to a non-distributable statutory reserve fund until the balance 

reaches 20% of share capital.

Revaluation reserve

The revaluation reserve includes net unrealised gains or net unrealised losses on changes in the fair value of available-for-sale securities held as 

at the date of issue of these financial statements.

Profit distribution

The net profit of CZK 1,171 million for 2008 is proposed to be distributed as follows:

2008
CZK millions

Allocation to statutory reserve fund 59

Undistributed profits added to retained earnings 1,112

Net profit 1,171

The distribution of 2007 and 2006 profit is shown in the Statement of Changes in Shareholders’ Equity.

Basic and diluted earnings per share

Basic and diluted earnings per share is calculated by dividing the net profit attributable to shareholders by the weighted average number of 

ordinary shares in issue during the year, excluding the average number of ordinary shares purchased by the Bank and held as treasury shares.

2008 2007

Net profit (CZK million) 1,171 805

Weighted average number of ordinary shares in issue (in millions) 9.257 6.916

Basic and diluted earnings per share (in CZK per share) 126.50 116.40
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Dividends per share

In 2008 and 2007, the Bank did not declare a dividend.

Equity management

The Bank’s primary target is to manage the volume and structure of capital in compliance with legal requirements (changes in economic conditions 

and activities of the Bank). The amount of the Bank’s capital is monitored according to rules and indicators defined by the Basel Committee on 

Banking Supervision (Basel II) and accepted by the Czech National Bank (CNB’s Decree No. 123/2007 Coll., effective as at 1 July 2007).

In 2008, the Bank fulfilled all regulatory requirements relating to capital.

Carrying amount
2008

CZK millions

Carrying amount
2007

CZK millions

Capital - Tier 1 16,038 9,728

Capital - Tier 2 0 40

Deductible items (197) (593)

Total capital 15,841 9,175

Minimal capital requirement 2,588 3,202

Capital adequacy under Tier 1 49.58% 24.30%

Capital adequacy 48.97% 22.92%

The Bank’s equity consists of Tier 1, comprising share capital, share premium, retained earnings and revaluation reserve. Other components of 

equity included in Tier 2 are represented by subordinated debt.

24	 Contingent Liabilities and Commitments

As at 31 December 2008 and 2007, the Bank had no contingent liabilities to third parties.

Commitments include:

31 December 2008
CZK millions

31 December 2007
CZK millions

Commitments and undrawn credit facilities by customers 12,009 10,527

Commitments and undrawn credit facilities represent a contractual obligation to provide or revolve a loan, usually within a fixed time frame. 

Commitments and credit limits need not be used in full and, accordingly, their contractual value need not represent the total amount of 

contingent liabilities.

25	 Cash and Cash Equivalents
31 December 2008

CZK millions
31 December 2007

CZK millions

Investment securities payable within 3 months of acquisition (Note 13) 0 992

Current accounts with banks (Note 14) 10 5

Due to banks repayable on demand (56) (299)

(46) 698
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26	 Fair Values of Financial Assets and Liabilities

The following table summarises the carrying amounts and fair values of those financial assets and liabilities not presented on the Bank’s 

balance sheet at their fair value:

31 December 2008 31 December 2007

Carrying value
CZK millions

Fair value
CZK millions

Carrying value
CZK millions

Fair value
CZK millions

Financial assets

Held-to-maturity securities 923 912 2,505 2,507

Loans and advances to banks 16,804 17,905 5 5

Loans and advances to customers 119,813 132,369 96,375 103,582

Financial liabilities

Due to banks 19,472 20,045 7,296 7,339

Due to customers and subordinated debt 594 593 1,797 1,793

Liabilities from debt securities 100,558 102,832 80,591 78,566

The following methods and assumptions were used in estimating fair values of the Bank’s financial assets and liabilities:

Held-to-maturity securities

Fair values for held-to-maturity securities are based on quoted market prices. Such quotes are obtained from relevant stock exchanges, if stock 

exchange activity for the particular security is considered sufficiently liquid. The Bank does not invest into securities which do not comply with 

such requirements.

Loans and advances to banks

The carrying values of current account balances are, by definition, equal to their fair values. The fair values of term deposits with banks are 

estimated by discounting their future cash flows using current interbank market rates. 

Loans and advances to customers

The fair values of loans to customers are estimated as the present value of discountable future cash flows using current market rates. Fair value 

incorporates expected future losses, whilst the carrying value includes only incurred losses at the balance sheet date.

Due to banks

The fair values of due to banks with remaining maturity equal to or less than one year approximate their carrying values. The fair values of 

other amounts due to banks are estimated by discounting their future cash flows using current interbank market rates.

Due to customers and subordinated debt

The fair values of current accounts as well as term deposits with equal to or less than one year remaining maturity approximate their carrying 

values. The fair values of other term deposits are estimated by discounting their future cash flows using rates currently offered for deposits of 

similar remaining maturities.

Liabilities from debt securities

Bonds issued are publicly traded and their fair values are based upon quoted market prices. If quoted market prices are not available, the fair 

values are estimated using quoted fair values of similar securities or using expert valuation models.
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27	 Segment Reporting

All the operations of the Bank are performed in the Czech Republic, therefore only business segmentation is relevant for the Bank.

Definitions of segments:

Municipalities – regional self-governing entities, which form regional units determined by municipality borders. Municipalities are public −−

corporations and own their own property. Legally, they operate under their own name and bear responsibility for these relations.

Legal entity – trading company established for business purposes.−−

Entrepreneur – individual performing its own business in accordance with the trade or other laws.−−

Individual – private individual applying for the loan under their personal identification number and the prevailing use of the real estate −−

funded by this loan is not for business purposes, excluding rental to tenants and rental of administrative and polyfunction objects.

Treasury – include all assets and liabilities, except for loans and advances to customers and due to customers, which are used for financing −−

needs, placement of free cash resources, etc.

Other – includes all other assets, liabilities and equity not included in other segments.−−

The Bank’s systems do not provide information on income, expense and net profit or loss attributable to each segment and hence this has not 

been presented.

The Bank classifies its operations in the following segments:

31 December 2008

Munici-
palities

CZK millions
Legal entities
CZK millions

Entre-
preneurs

CZK millions
Individuals

CZK millions
Treasury

CZK millions
Other 

CZK millions
Total

CZK millions

Assets

Cash and balances with central banks 0 0 0 0 17 0 17

Investment securities 0 0 0 0 1,326 0 1,326

Loans and advances to banks 0 0 0 0 16,804 0 16,804

Loans and advances to customers 1,270 4,132 96 114,315 0 0 119,813

All other assets 0 0 0 0 0 217 217

Total assets 1,270 4,132 96 114,315 18,147 217 138,177

Undrawn loans – off-balance sheet 0 0 0 12,009 0 0 12,009

Liabilities and equity

Due to banks 0 0 0 0 19,472 0 19,472

Due to customers 44 67 3 480 0 0 594

Liabilities from debt securities 0 0 0 0 100,558 0 100,558

Current tax liability 0 0 0 0 0 58 58

Other liabilities 0 0 0 0 0 260 260

Equity 0 0 0 0 0 17,235 17,235

Total liabilities and equity 44 67 3 480 120,030 17,553 138,177

Collateral received – off-balance sheet 1,275 4,139 97 108,069 0 0 113,580
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31 December 2007

Munici-
palities

CZK 
millions

Legal 
entities

CZK 
millions

Entre-
preneurs

CZK 
millions

Individuals
CZK 

millions

Treasury
CZK 

millions

Other 
CZK 

millions

Total
CZK 

millions

Assets

Cash and balances with central banks 0 0 0 0 50 0 50

Investment securities 0 0 0 0 3,788 0 3,788

Loans and advances to banks 0 0 0 0 5 0 5

Loans and advances to customers 1,406 4,549 123 90,297 0 0 96,375

All other assets 0 0 0 0 0 199 199

Total assets 1,406 4,549 123 90,297 3,843 199 100,417

Undrawn loans – off-balance sheet 9 15 0 10,503 0 0 10,527

Liabilities and equity

Due to banks 0 0 0 0 7,296 0 7,296

Due to customers 37 1,061 2 478 0 0 1,578

Liabilities from debt securities 0 0 0 0 80,591 0 80,591

Subordinated debt 0 0 0 0 219 0 219

Current tax liability 0 0 0 0 0 23 23

Other liabilities 0 0 0 0 0 153 153

Equity 0 0 0 0 0 10,557 10,557

Total liabilities and equity 37 1,061 2 478 88,106 10,733 100,417

Collateral received – off-balance sheet 1,418 4,565 125 82,076 0 0 88,184

28	 Subsequent Events

No subsequent events occurred between the balance sheet date and the date of issue of these financial statements, which would have 

a material impact on the financial statements of the Bank as at 31 December 2008.
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Report on Relations between Related Parties

pursuant to the provisions of Section 66a of Act No. 513/1991 Coll., the Commercial Code, as amended (the “CC”), 

of the Board of Directors of Hypoteční banka, a.s.

1. 	 Controlled Entity

Hypoteční banka, a.s. 

Prague 5, Radlická 333/150, postal code 150 57

Business registration number: 13584324

Entered in the Commercial Register maintained by the Regional Court in Prague, Section B, Insert 3511

(the “Company”)

2. 	 Period under Review

This report describes the relationships between related parties pursuant to Section 66a of Act No. 513/1991 Coll. for the last accounting period, 

i.e., the period from 1 January 2008 to 31 December 2008.

(the “period under review”)

3. 	 Structure of the Group

Final controlling entity: KBC Group N.V. (Belgium, 1080 Brussels, Havelaan 2)

Controlled entities with which Hypoteční banka, a.s. has executed contracts:

Československá obchodní banka, a.s., (business registration number – IČ): 00001350

Českomoravská stavební spořitelna, a.s., IČ: 49241397

ČSOB Penzijní fond Stabilita, a.s., člen skupiny ČSOB, IČ: 61859265

ČSOB Penzijní fond Progres, a.s., člen skupiny ČSOB, IČ: 60917776

ČSOB Leasing, a.s. IČ: 63998980

ČSOB Leasing pojišťovací makléř, s.r.o., IČ: 27151221

ČSOB Asset Management, a.s., člen skupiny ČSOB, IČ: 63999463

ČSOB Investment Banking Services, a.s., člen skupiny ČSOB, IČ: 27081907

ČSOB Investiční společnost, a.s., člen skupiny ČSOB, IČ: 25677888

Bankovní informační technologie, s.r.o., IČ: 63987686

ČSOB Factoring, a.s., IČ: 45794278

Auxilium, a.s, IČ: 25636855

Centrum Radlická, a.s., IČ: 26760401

ČSOB Pojišťovna, a.s., člen holdingu ČSOB, IČ: 45534306

4. 	 Relations Between Related Parties

4.1. 	 Basic banking transactions

A. Accounts

During the accounting period, Hypoteční banka entered into agreements with ČSOB for the purpose of obtaining services related to maintaining 

various types of accounts (current, loro accounts, interbank deposits); alternatively, these services may have been provided in the accounting 

period based on agreements arising from previous periods. Fees and interest with respect to these services were paid in accordance with the 

rate schedule. Agreements were executed under standard business terms and conditions and their performance resulted in no detriment to 

Hypoteční banka.
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B. Payment Cards

In the accounting period, Hypoteční banka executed agreements with ČSOB on the issuance of payment cards; alternatively, these payment 

cards were issued on the basis of agreements executed in previous accounting periods. Agreements were executed under standard business 

terms and conditions and their performance resulted in no detriment to Hypoteční banka.

C. Electronic banking

In the accounting period, Hypoteční banka executed agreements with ČSOB on Electronic banking – ČSOB Businessbanking; alternatively, these 

products were provided in the period under review on the basis of agreements executed in previous accounting periods. Services were rendered 

per agreement and were not executed to the detriment of Hypoteční banka.

D. Loan products

In the accounting period, Hypoteční banka executed agreements with ČSOB on overdraft loan; alternatively, these services were provided in 

the period under review on the basis of agreements executed in previous accounting periods. In the period under review, the Bank provided a 

mortgage loan to Centrum Radlická and made the respective agreements resulting from the relationship. Agreements were executed under 

standard business terms and conditions and their performance resulted in no detriment to Hypoteční banka.

E. Investment products

In the accounting period, Hypoteční banka executed agreements with ČSOB for the procurement, purchase and sale of securities on escrow 

and depositing of securities, on the settlement of transactions with local securities and their administration. Alternatively, these services were 

provided in the period under review on the basis of agreements executed in previous accounting periods. Compensation was provided by related 

parties in the form of transaction settlements. Agreements were executed under standard business terms and conditions and their performance 

resulted in no detriment to Hypoteční banka.

F. Mortgage Bonds

In the accounting period, Hypoteční banka executed mandate agreements with related parties to procure mortgage bond issues emitted on the 

local market within the bond program, an agreement on the subscription and purchase of mortgage bonds, an agreement on administration 

of the issue and procurement of payments. Alternatively, these services were provided in the period under review on the basis of agreements 

executed in previous accounting periods. Related parties secured the mortgage bond issue, the purchase of these mortgage bonds and the 

payment of yields. Agreements were executed under standard business terms and conditions and their performance resulted in no detriment to 

Hypoteční banka.

4.2. Other relations

A. Lease and sub-lease agreements

In the accounting period, Hypoteční banka executed agreements on the lease of non-residential premises, parking spaces and movables; 

alternatively, these services were provided in the period under review on the basis of agreements executed in previous accounting periods. 

Compensation was provided by related parties in the form of sublease or contractual prices. Agreements were executed under standard 

business terms and conditions and their performance resulted in no detriment to Hypoteční banka

B. Insurance agreements

In the accounting period, Hypoteční banka executed insurance agreements with ČSOB Pojišťovna; alternatively, insurance was provided in the 

period under review on the basis of agreements executed in previous accounting periods. Compensation was provided by related parties in the 

form of insurance coverage. Agreements were executed under standard business terms and conditions and their performance resulted in no 

detriment to Hypoteční banka.

C. Cooperation agreements – employment benefits

In the accounting period, Hypoteční banka executed a multilateral cooperation agreement on the provision of benefits or individual 

co-operation agreements with ČSOB Group companies. These agreements were executed to no detriment to Hypoteční banka.
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D. Other agreements

I. Československá obchodní banka, a.s., IČ: 00001350, Prague 5, Radlická 333/150, 150 57

Compensation based on agreements executed in the period under review:

Name of agreement Counter-performance Detriment

Contract for provision of services in information systems and technologies IT services No

Protiplnění na základě smluv uzavřených před Rozhodným obdobím:

Name of agreement Counter-performance Detriment

Cooperation agreement in the area of compliance Cooperation No

Cooperation agreement on provision of information about the Company in the ČSOB Call 
center, including amendments Provision of information on offer No

Information confidentiality agreement Confidentiality No

Confidentiality agreement Confidentiality No

Cooperation agreement in the area of internal audit Audit No

Cooperation agreement on credit risk management Cooperation No

Framework agreements (on terms of providing assistance in collecting bad loans) Cooperation No

Confidentiality and classified information protection agreement Confidentiality No

Cooperation agreement – provision of products Sale of products No

Contract for special current account for share capital increase Contractual interest No

Contract for provision of services in back-office systems and processes Contractual services No

Other legal acts:

Name of agreement Counter-performance Detriment

Share capital increase No

II. Českomoravská stavební spořitelna, a.s., IČ: 49241397, Prague 10, Vinohradská 3218/169, 100 17

Compensation on the basis of agreements executed prior to the period under review:

Name of agreement Counter-performance Detriment

Cooperation agreement in the area of housing construction support Contractual commission No

III. ČSOB Leasing, a. s., IČ: 63998980, Prague 4, Na Pankráci 310/60, 140 00

Compensation based on agreements executed in the period under review:

Name of agreement Counter-performance Detriment

2 brokerage services agreements Sale of vehicle No
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IV. ČSOB Pojišťovna, a. s., člen holdingu ČSOB, IČ: 45534306, Pardubice, Zelené předměstí, Masarykovo náměstí č.p. 1458, 532 18

Compensation based on agreements executed in the period under review:

Name of agreement Counter-performance Detriment

Contract for business representation Contractual commission No

Compensation on the basis of agreements executed prior to the period under review:

Name of agreement Counter-performance Detriment

Agreement on mutual cooperation in brokering mortgage loans and insurance Contractual commission No

Cooperation agreement, including amendment Identifying mortgage loan 
applicants No

Agreement on subordinated deposit Provision of deposit No

Other legal acts:

Name of agreement Counter-performance Detriment

Termination of Agreement on mutual cooperation in brokering mortgage loans and 
insurance No

Termination of Cooperation agreement, including amendment No

Conclusion

The Company Board of Directors states that it exercised due care and diligence in determining the group of related parties for the purposes of 

this report, primarily by soliciting information from the controlling entity on the group of entities controlled by this entity.

The Company Board of Directors declares that monetary performance or counter-performance provided on the basis of relations stated was 

effected at usual amounts.

Prague, 10 March 2009

Hypoteční banka, a.s. Board of Directors:

Jan Sadil

Board of Directors Chairman and Managing Director

Petr Hlaváč

Board of Directors Vice-Chairman and Deputy Director for Credit

Vlastimil Nigrin

Board of Directors Member and Deputy Director for Commerce
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Administration

Accounting

Mortgage bonds 
and refinancing

IT

Projects and processes

Effective organizational structure

At 1 January 2009

Hypoteční banka’s key organizational units are comprised of the headquarters, regional branches and offices. The managing director and his 

deputies manage assigned divisions, departments and teams, or regional branches, offices and departments.

Managing Director

Branch managementReal estateMarketing and PR

External networksProduct developmentBank office Finance management

Strategic alliancesCustomer service
Risk management and 

compliance

Developer centerSales management

Creditor risk management

Internal audit

Deputy Director for Credit Deputy Director for Commerce Deputy Director for Finance

Board of Directors
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Financial Performance Analysis

Financial Position

The overall financial position of Hypoteční banka continues to be solid with a positive outlook for the years to come despite a possible negative 

impact of the current global financial crisis. The growing share of Hypoteční banka in 2008 on the Czech market of mortgage loans for 

individuals for a large part compensated for the present market slump in this segment. A significantly rising number and volume of provided 

mortgage loans in the Bank’s balance sheet is accompanied by slower growth in operating expenses. In 2008, the C/I indicator repeated its 2007 

development and reached a record low figure of 30%, representing an improvement compared to 2007 (35%). Hypoteční banka has sufficient 

capital. In 1Q 2008, the Bank’s capital was increased (capital adequacy in accordance with Basel II of 48.97%) with the aim to sustain its high 

market share in the mortgage loan market, which is expected to develop in 2009 similarly to the preceding year. Capital has been further 

boosted by the annual transfer of a majority of profits to retained earnings, as proposed to the general meeting for approval regarding 2008 

profit.

As shown in the table “Characteristics”, the last three-year reporting period recorded continuous year-on-year profit growth: in 2008, 

Hypoteční banka achieved a 45% increase in net profit compared to 21% in 2007. This is due particularly to significant growth in net interest 

income and keeping the Bank’s operating expense growth rate (8%) lower than the operating income growth rate (26%). Full details of specific 

components of the financial results are set forth below in this section of the Annual Report.

Operating Results

The key factor influencing Hypoteční banka profit is the volume of mortgage loans provided. Receivables from loans provided at 31 December 

2008 accounted for 87% of total assets. Therefore, the volume had the most significant impact on net interest income and income on fees, 

which constitute the basis of the Bank’s operating income, as well as provisions against loan receivables. Operating expense also depends on 

mortgage loan volume. The development of newly granted loans and the volume of loan balances for respective years are clearly shown in the 

“Characteristics” table: the volume of newly provided loans in 2008 fell 6% year-on-year, and the volume of receivables from loans to clients 

went up 24% in the same period.

Analysis of Significant Changes in Net Income

As indicated above, the key factor influencing Hypoteční banka’s revenues are revenues from mortgage loans provided.

The data included in the financial statements for the year ending 31 December 2008 and commented on hereinafter clearly show that the key 

factor influencing the Bank’s financial results is the difference between interest income and interest expense (net interest income) together 

with administrative expenses. In 2008, net interest income increased by 31% compared to a 21% increase in 2007. Net interest income 

growth was due to high year-on-year additions to receivables from loans provided in 2008 (24%) and in 2007 (49%). These revenues are also 

significantly influenced by interest rate margins which in 2008 fell to an all-time low, while they slightly picked up in the recent months in the 

new loans segment and, consequently, in the entire portfolio.

Net income from fees collected and commissions paid also developed positively, increasing by 16% year-on-year in 2008 compared to 19% in 

2007. In accordance with the change to EU IFRS, effective from 1 January 2005, and using the effective interest rate method, revenues on fees 

do not include loan processing fees upon its provision and costs for commissions paid to external agents; these are accrued in interest revenue 

over the expected loan contract duration. 

The year-on-year increase in administrative expenses amounted to only 8% in 2008, compared to 13% in 2007, which represents a decrease in 

the growth rate.

Balance sheet

In 2008, the balance sum grew by 38% compared to a 49% increase in 2007. The volume of client loan receivables rose by 24% and, at the 

end of the year, receivables from mortgage loans comprised 86% of total receivables. The increase in loans was covered primarily by issues of 

mortgage bonds, the nominal volume of which increased year-on-year by 20%, and short- and long-term bank deposits.
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At 31 December 2008, key assets of Hypoteční banka were as follows:

Treasury bills and other securities accepted by the central bank for refinancing

In order to secure a liquidity reserve and substitute coverage of mortgage bonds, Hypoteční banka held treasury bills and government bonds at 

a total value of CZK 1,326 million at the end of 2008. Compared to 2007, the volume of government securities decreased by CZK 2,462 million 

due to the reduced need for substitute coverage of mortgage bonds ensuing from sources related to the Bank’s capital increase.

Receivables from clients

In 2008, the volume of loans to clients increased by CZK 23,438 million, which represented a 24% decrease in growth rate compared to the 

record year of 2007. At 31 December 2008, the volume of client loans amounted to CZK 119,813 million. The slowdown was a result of a 6% 

year-on-year drop in the volume of newly provided loans totaling CZK 39,636 million. Growth in the volume of loans mainly comprised of 

mortgage loans for individuals; the volume of non-mortgage loans represented primarily by pre-mortgage loans launched in late 2005 remained 

stable. 

Intangible assets, property, plant and equipment

Intangible assets, property, plant and equipment of Hypoteční banka reported a book value of CZK 173 million at 31 December 2008, 

representing a decrease by CZK 6 million compared to the 2007 year-end, a year-on-year drop comparable to that of the preceding year.

At 31 December 2008, key liabilities of Hypoteční banka were as follows:

Liabilities to banks

In 2008 the Bank continued stepping up its use of medium- and long-term deposits from other banks as a source of financing to 

supplement mortgage bond issues. Liabilities to other banks therefore increased by CZK 12,176 million in comparison to 2007 to a total of 

CZK 19,472 million at 31 December 2008. Liabilities fluctuated during the year depending on new mortgage bonds issues, where prior to a new 

issue Hypoteční banka financed loans to clients using short-term loans received from other banks, which are then repaid using funds from the 

issued mortgage bonds (in 2008, the proportion of mortgage bonds in total liabilities accounted for 83%). 

Liabilities to customers

Liabilities to customers amounted to CZK 594 million at the year-end, of which CZK 578 million represented non-term deposits. Liabilities to 

customers fell by CZK 985 million compared to 2007, particularly due to the gradual reduction of funds tied in escrow accounts of developer 

companies, from which loans provided at the end of 2007 were drawn in connection with the VAT rate change effective 1 January 2008. With 

the exception of deposits in current accounts designed for loan repayment and term deposits exceeding CZK 3 million, Hypoteční banka does 

not accept primary deposits.

Liabilities arising from debt securities

In 2008, Hypoteční banka organized the second and other parts of seven issues of mortgage bonds, issued in December 2007, at a total volume 

of CZK 41,000 million. Altogether, 10 new tranches were issued between June and December at a total volume of CZK 21,900 million. The 

remaining tranches will be issued in the course of 2009. Four mortgage bond issues at a total nominal volume of CZK 7,000 million, and a part 

amounting to CZK 15 million of a non-public 24th issue of mortgage bonds (issued in the amount of CZK 300 million) according to the terms of 

the respective issue, have been redeemed. Thus, the nominal value of mortgage bonds in the balance sheet increased by CZK 14,885 million to 

CZK 87,755 million, which represented CZK 100,540 million including aliquot interest income and share premium.

Share capital, reserve funds and other funds from profit, reserves

At 31 December 2008, Hypoteční banka’s share capital totaled CZK 17,235 million, representing a year-on-year increase of 6,678 million. The 

increase stemmed from a share capital increase (based on the general meeting decision of 17 December 2007) by CZK 5,501 million including 

share premium and an increase in retained earnings by 2008 net profit in the amount of CZK 1,171 million.

Profit

At 31 December 2008, retained earnings including profit pending in approval proceedings amounted to CZK 4,130 million, of which profit for 

the 2008 accounting period was CZK 1,171 million; for more detailed comments, please see the next chapter of this section.

Capital adequacy

Throughout 2008, Hypoteční banka maintained its capital adequacy well above the set minimum level (8%). The transition to reporting capital 

adequacy in accordance with the Basel II rules, effective as of 1 July 2007, resulted in high values of the capital adequacy indicator in the course 

of 2008. At 31 December 2008, the capital adequacy indicator rose to 48.97% from 22.92% recorded at the end of 2007.
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Capital, capital adequacy and ratio indicators as at 31 December 2008 (in CZK million)

Paid up registered capital entered in the Commercial Register 5,076

Share premium 7,846

Statutory reserve funds  168

Prior year retained earnings 2,960

Intangible assets other than goodwill  (26)

Loss on re-evaluation to fair value of available -for-sale capital instruments  (5)

Tier 1 capital 16,038

Tier 2 capital 0

Deductible items (lack of coverage of expected loan losses with IRB)  (197)

Total capital 15,841

Capital requirement for STA approach credit risk  1

Capital requirement for IRB approach credit risk 2,444

Capital requirement for operating risk  143

Total capital requirements 2,588

Tier 1 capital adequacy 49.58%

Capital adequacy 48.97%

Rate of return on average assets – ROAA (in %) 1.01%

Rate of return on average equity – ROAE (in %) 8.34%

Assets per employee  311.910

Administrative expenses per employee 1.541

Net profit per employee 2.643

Income Statement

Interest income and expense

In 2008, Hypoteční banka’s performance was primarily influenced by interest income and expense. Interest income in the amount of 

CZK 5,695 million recorded a year-on-year increase of CZK 1,798 million, while interest expense in the amount of CZK 3,681 million 

increased year-on year by CZK 1,323 million. Thus, the net interest margin exceeded that of 2007 by CZK 475 million (31%) and reached 

CZK 2,014 million.

The positive interest margin result was influenced by year-on-year growth in the volume of receivables from loans to clients by 24%, which 

offset the negative impact of the drop in achieved interest margin by 6%.

Fees and commission income and costs

Income from received fees and commissions amounted to CZK 319 million, a year-on-year increase of CZK 50 million. Fee and commission 

costs totaled CZK 22 million, and net income from fees and commissions thus amounted to CZK 297 million, i.e. CZK 42 million (16%) more 

than in 2007.

Administrative expenses

In 2008, the Bank’s administrative expenses totaled CZK 683 million, a year-on-year increase of CZK 34 million (5%). Administrative expense 

growth is lower than operating income growth, which results in a drop in the C/I indicator to 30% (compared to 35% in 2007).

Losses resulting from diminution in value of financial assets

The impact of the generation, release and use of provisions against receivables, revenues from receivables previously written off and receivables 

written off in profit in 2008 amounted to CZK (166) million in comparison to CZK (137) million in 2007; the increase was caused primarily by 

year-on-year growth in the proportion of classified loans in the credit portfolio to 2.64% from 2.25%.

Profit

Hypoteční banka’s profit for 2008 amounted to CZK 1,488 million before taxes, a year-on-year increase of CZK 425 million (40%). After-tax 

profit amounted to CZK 1,171 million, an increase of CZK 366 million (45%) year-on-year. Profit developed favorably owing to productivity 

growth, while a 26% increase in the Bank’s administrative expenses significantly exceeded operating income growth (8%).
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Cash Flow

The cash flow statement is included in another part of the Annual Report. The most important financial flows of Hypoteční banka are those 

related to drawing and repayment of loans (flows from operating activities) and to loan financing, which is performed by Hypoteční banka 

primarily through mortgage bond issues (flows from financial activities) and, effective from 2007, in the form of medium- and long-term 

deposits from other banks (cash flows from operating activities). In the period between mortgage bond issues, the Bank places the surplus 

liquidity on the inter-bank market or, in the opposite case, borrows short-term resources (flows from operating activities). The growing 

mortgage loan portfolio yields a constantly increasing volume of such flows. In order to ensure liquidity and substitute coverage of mortgage 

bonds, the Bank invests part of its funds in liquid assets in the form of government bonds and treasury bills (flows from investment activities).

In 2008, the volume of net cash flows from operating activities amounted to CZK (24,362) million per EU IFRS [(21,176) million in 2007], 

while cash flows related to loan drawdown/repayment represented CZK (23,586) million [CZK (31,623) million in 2007]. Like in previous 

years, loan drawdowns predominated; sales volumes are discussed in more detail in the section Summary of cash flows for the year ended 

31 December 2008. At the same time, in relation to managing the Bank’s interest position, bank receivables grew by CZK 16,794 million. 

Financing of mortgage loans and interest position management is linked to an increase in liabilities to banks by CZK 12,419 million 

[CZK (6,363) million in 2007]. Due to a reduction in funds in escrow accounts of developer companies, liabilities to clients decreased by 

CZK 984 million (CZK +1,111 million in 2007), which also comprise cash flow from operating activities. Cash flow from financial activities rose 

to CZK 22,114 million (CZK 22,257 million in 2007) comprising of the CZK 16,832 million difference between the value of issued and repaid 

mortgage bonds (CZK 22,257 million in 2007) and an increase in the volume of capital by CZK 5,501 million compared to 2007. Cash flow 

from investment amounting to CZK 1,504 million [CZK (316) million in 2007] relates to maturity and non-renewal of investment in treasury 

bills, the total volume of which significantly decreased year-on-year. Besides these factors, the Bank’s cash flows (with respect to cash flows 

from operating activities) were also significantly affected by its pre-tax profit of CZK 1,488 million (CZK 1,063 million in 2007). The overall 

cash balance in 2008 fell by CZK 744 million, compared to an increase of CZK 765 million in 2007, and cash and cash equivalents totaled 

CZK (46) million, compared to CZK 698 million in 2007.

Solvency of Hypoteční banka

Hypoteční banka mainly finances its assets using mortgage bonds (73% of liabilities at 31 December 2008) and its own funds (12%) as well 

as the growing share of liabilities to banks (14%). The proportion of primary deposits is minuscule (0.4%). Mortgage bond issues always have 

parameters according to the time structure of mortgage loans used for ordinary coverage of such mortgage bonds, and when due, enough funds 

are always available to be paid out to the bearers. The total volume of receivables from loans to clients represented 87% of total Bank assets 

at 31 December 2008. Considering the structure of the Bank’s balance sheet, where the life of most assets and liabilities and related cash-flows 

is agreed on a contractual basis and known in advance, Hypoteční banka is able to maintain its solvency and meet its due liabilities at any 

moment.

2009 Financial Results Outlook

With regard to the current economic environment, Hypoteční banka expects to see an overall slight decline in the mortgage market in 2009. 

The extent of the decline will have an essential impact on the Bank’s financial performance and the goal to sustain and possibly increase its 

market share. In addition, Hypoteční banka foresees stagnation of or a drop in market interest rates and, at the same time, a more pressing 

need to secure the Bank’s liquidity and mitigate credit risk related to provision of mortgage loans. These factors will prevent Hypoteční banka 

from offsetting to the required extent the expected market interest rate decrease by reducing interest rates on provided mortgage loans.

This will negatively influence net interest margin volume, whose year-on-year increase will be driven primarily by 2008 sales and a higher 

mortgage loan balance instead of significant growth in 2009 sales. Given the various marketing tactics and discounts offered by different banks 

to gain a competitive advantage in the battle for new clients in the shrinking market, the total volume of collected fees as well as fees per 

mortgage loan will decrease.

If the foregoing Hypoteční banka projections regarding the market slump*, competitive environment*, interest rate development* and market 

share of Hypoteční banka in 2009 come true, the Bank expects a 28% increase in net interest margin and a 7% increase in net income from fees 

and commissions. Total operating income will thus increase by 25%. Administrative costs are expected to remain stable year-on-year despite 

a growing sales volume and the number of mortgage loans under administration. Profit after tax is projected to exceed CZK 1,500 million in 

2009.

The profit prognosis was duly prepared on the given basis comparable with the historical financial data in compliance with Hypoteční banka’s 

accounting procedures.

* �factors completely outside the competence of the administrative, management and supervisory bodies of Hypoteční banka (other factors left unmarked may, to a 
certain degree, be influenced by members of the administrative, management or supervisory bodies)
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Supplementary information according to statutory requirements

Equity and Issued Securities

Basic capital

As at 31 December 2008, the basic capital of Hypoteční banka totaled CZK 5,076,328,000 and comprised of 10,152,656 ordinary shares with 

a nominal value of CZK 500 per share. The shares are book-entered, listed bearer shares. The basic capital is fully repaid. 

Hypoteční banka issued no preferential or employee shares, nor any bonds with the right to ask for the issue of shares at a stipulated time, or 

with a pre-emptive right for shares in the stipulated nominal value. Hypoteční banka holds no treasury shares. No options were issued on any 

share of Hypoteční banka.

Share issues

In accordance with a General Meeting decision of 30 May 1996, and on the basis of authorization granted by the Ministry of Finance of 

the Czech Republic for the issue of shares and their public trading, Hypoteční banka issued 1,128,373 bearer shares with a nominal value of 

CZK 1,000. All these shares are book-entered with ISIN CZ0008030509.

In accordance with a General Meeting decision of 24 June 1999, Hypoteční banka increased the basic capital through a subscription of 

new shares on 18 February 2000, including a total of 200,000 ordinary bearer shares with a nominal value of CZK 1,000 up to the amount 

CZK 1,328,373,000. A Securities Commission decision of 31 May 2000 assigned this new share issue the same ISIN, CZ0008030509, and 

consent was granted for their public trading.

On 30 November 2001, the General Meeting passed a resolution on a basic capital reduction to CZK 664,186,500. This decrease was required to 

cover accumulated losses from previous years, arisen primarily as a consequence of the liquidation of bad assets of the former Regiobanka and 

its transformation. The basic capital reduction was effected by means of a reduction in the nominal value of shares from CZK 1,000 to CZK 500. 

This reduction was entered in the Commercial Register on 18 July 2002.

In accordance with a General Meeting decision of 11 March 2003, a total of 1,310,060 shares with a nominal value of CZK 500 and a total 

nominal amount of CZK 655,030,000 were subscribed in June 2003 and paid in compliance with the issue terms and conditions. This basic 

capital increase was entered in the Commercial Register on 13 August 2003. A Securities Commission decision of 24 September 2003 assigned 

this new share issue the same ISIN, CZ0008030509. The newly issued shares were registered by the Securities Center on 23 October 2003.

In accordance with a General Meeting decision of 7 May 2004, a total of 2,631,044 shares of a total nominal value of CZK 1,315,522,000 were 

subscribed in July 2004 (the nominal value per share was CZK 500) and paid in compliance with the issue terms and conditions. This basic 

capital increase was entered in the Commercial Register on 1 September 2004. A Securities Commission decision of 12 October 2004 assigned 

this new share issue the same ISIN, CZ0008030509.The newly issued shares were registered by the Securities Center on 29 November 2004.

In accordance with a General Meeting decision of 30 October 2006, a total of 1,646,737 shares of a total nominal value of CZK 823,368,500 

were subscribed in December 2006 (nominal value per share was CZK 500) and paid in compliance with the issue terms and conditions. This 

basic capital increase was entered in the Commercial Register on 25 January 2007. A Czech National Bank decision of 16 February 2007 

assigned this new share issue the same ISIN, CZ0008030509. The newly issued shares were registered by the Securities Center on 10 April 2007.

In accordance with a General Meeting decision of 17 December 2007, a total of 3,236,442 shares of a total nominal value of CZK 1,618,221,000 

were subscribed in March 2008 (nominal value per share was CZK 500) and paid in compliance with the issue terms and conditions. This basic 

capital increase was entered in the Commercial Register on 11 April 2008. A Czech National Bank decision of 14 May 2008 assigned this new 

share issue the same ISIN, CZ0008030509. The newly issued shares were registered by the Securities Center on 11 July 2008.

All shares issued by Hypoteční banka are book-entered listed bearer shares. No shares that do not represent capital have been issued. Hypoteční 

banka issued no preferential or employee shares, nor any bonds cum warrants (bonds with the right to ask for the issue of shares at a stipulated 

time, or a pre-emptive right for shares in the stipulated nominal value). 

No shares of Hypoteční banka are held by Hypoteční banka or on its behalf or held by its subsidiaries. Hypoteční banka issued no transferable 

securities, convertible securities or securities with warrants. Hypoteční banka did not issue, acquire or hold any interim certificates. No options 

were issued and no option agreements were concluded in respect of any share of Hypoteční banka.
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Mortgage bond issues

Public markets on which securities issued by the Bank have been accepted for trading

The table below shows an overview of all Hypoteční banka mortgage bond issues as at 31 December 2008: 

Issue ISIN Issue volume in CZK mn Discount Issue date Maturity date Note

HZL 1 CZ0002000011 1,000 11.00% 5 September 1996 5 September 2001

no
 b

on
d 

pr
og

ra
mHZL 2 CZ0002000029 700 11.00% 20 December 1996 20 December 2001

HZL 3 CZ0002000060 1,000 12.00% 19 June 1998 19 June 2003

HZL 4 CZ0002000094 3,600 8.90% 8 February 1999 8 February 2004

HZL 5 CZ0002000136 2,000 8.20% 24 June 1999 24 June 2004

HZL 6 CZ0002000144 2,000 6.40% 19 May 2000 19 May 2005

HZL 7 CZ0002000169 4,000 6.85% 7 December 2000 7 December 2005

HZL 8 CZ0002000193 2,000 6.85% 16 May 2002 16 May 2007

1s
t 

bo
nd

 p
ro

gr
am

HZL 9 CZ0002000219 1,000 Pribor12M+2% 4 December 2002 4 December 2007

HZL 10 CZ0002000227 1,500 3.00% 20 February 2003 20 February 2008

HZL 11 CZ0002000243 2,500 2.71% 19 June 2003 19 June 2008

HZL 12 CZ0002000284 1,500 3.60% 25 September 2003 25 September 2008

HZL 13 CZ0002000300 2,000 4.40% 27 November 2003 27 November 2010

HZL 14 CZ0002000318 2,500 4.30% 9 February 2004 9 February 2009

HZL 15 CZ0002000334 2,000 Pribor 12M+0.33% 25 March 2004 25 March 2014

HZL 16 CZ0002000367 2,000 4.95% 24 June 2004 24 June 2009

HZL 17 CZ0002000375 1,000 Pribor 12M+2% 24 June 2004 24 June 2009

HZL 18 CZ0002000425 2,500 4.50% 11 November 2004 11 November 2007

HZL 19 CZ0002000474 2,000 4.20% 24 January 2005 24 January 2010

HZL 20 CZ0002000490 1,500 3.50% 31 March 2005 31 March 2008

HZL 21 CZ0002000532 2,500 4.45% 19 May 2005 19 May 2010

HZL 22 CZ0002000581 2,500 Swap3Y 21 July 2005 21 July 2035

2n
d 
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am
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d 
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HZL 23 CZ0002000607 2,000 Swap 3Y 15 September 2005 15 September 2035

HZL 24 CZ0002000615 300 4.00% 15 September 2005 15 September 2020

HZL 25 CZ0002000656 3,000 Pribor12M+1% 27 October 2005 27 October 2015

HZL 26 CZ0002000714 1,000 Swap 3Y 24 November 2005 24 November 2035

HZL 27 CZ0002000722 2,000 Swap 5Y 24 November 2005 24 November 2035

HZL 28 CZ0002000730 3,000 Swap 3Y 7 December 2005 7 December 2035

HZL 29 CZ0002000748 1,000 Swap 5Y 7 December 2005 7 December 2035

HZL 30 CZ0002000789 2,000 4.15% 26 April 2006 26 April 2009

HZL 31 CZ0002000797 2,500 4.60% 4 May 2006 4 May 2011

HZL 32 CZ0002000821 1,500 Pribor 12M+2% 10 July 2006 10 July 2016

HZL 33 CZ0002000839 1,000 4.35% 10 July 2006 10 July 2009

HZL 34 CZ0002000862 1,500 4.70% 30 August 2006 30 August 2011

HZL 35 CZ0002000870 2,000 4.75% 27 September 2006 27 September 2011

HZL 36 CZ0002000938 2,000 4.55% 29 November 2006 29 November 2011

HZL 37 CZ0002000961 2,000 4.25% 21 February 2007 21 February 2010

HZL 38 CZ0002000979 1,000 4.65% 22 March 2007 22 March 2012

HZL 39 CZ0002000987 1,800 Swap 5Y+1.5% 26 April 2007 26 April 2017

HZL 40 CZ0002001001 2,000 Swap3Y+1% 16 May 2007 16 May 2037

HZL 41 CZ0002001019 1,000 4.90% 24 May 2007 24 May 2012

HZL 42 CZ0002001076 1,000 Swap 4Y+1.5% 13 June 2007 13 June 2035

HZL 43 CZ0002001092 2,500 Swap 3Y+1.5% 21 June 2007 21 June 2037

HZL 44 CZ0002001100 2,000 Swap 3Y+1.5% 24 July 2007 24 July 2037

HZL 45 CZ0002001118 1,500 Swap 3Y+1.4% 9 August 2007 9 August 2037

HZL 46 CZ0002001167 2,000 Swap 3Y+1.4% 23 August 2007 23 August 2037

HZL 47 CZ0002001183 2,000 Swap 5Y+2% 13 September 2007 13 September 2037

HZL 48 CZ0002001217 1,500 Swap 3Y+1.4% 27 September 2007 27 September 2037

HZL 49 CZ0002001233 500 6.30% 11 October 2007 11 October 2037

HZL 50 CZ0002001241 500 6.20% 11 October 2007 11 October 2037

HZL 51 CZ0002001258 500 Swap 10Y+1.4% 11 October 2007 11 October 2037

HZL 52 CZ0002001266 2,000 Swap 3Y+2% 25 October 2007 25 October 2037

HZL 53 CZ0002001308 1,500 Swap 5Y+2% 15 November 2007 15 November 2037

HZL 54 CZ0002001621 2,000 Swap 3Y+1.4% 22 November 2007 22 November 2037

HZL 55 CZ0002001738 1,500 Swap 5Y+1.6% 14 December 2007 14 December 2037

HZL 56 CZ0002001712 5,000 Swap 3Y+2.0% 20 December 2007* 20 December 2037

HZL 57 CZ0002001720 5,000 Swap 5Y+2.0% 20 December 2007** 20 December 2037

HZL 58 CZ0002001936 6,000 Swap 5Y+1.4% 20 December 2007*** 20 December 2037

HZL 59 CZ0002001944 7,000 Swap 3Y+1.4% 19 December 2007**** 19 December 2037

HZL 60 CZ0002001951 6,000 Swap 5Y+1.4% 20 December 2007*** 20 December 2037

HZL 61 CZ0002001969 6,000 Swap 3Y+1.4% 19 December 2007***** 19 March 2037

HZL 62 CZ0002001977 6,000 Swap 3Y+1.4% 19 December 2007****** 19 April 2037

	 *	 At 31 December 2008 a part of the issue worth CZK 3,100 million was issued
	 ** 	At 31 December 2008 a part of the issue worth CZK 3,000 million was issued
	 *** 	At 31 December 2008 a part of the issue worth CZK 4,000 million was issued

	 **** 	 At 31 December 2008 a part of the issue worth CZK 3,500 million was issued
	 ***** 	 At 31 December 2008 a part of the issue worth CZK 4,000 million was issued
	 ****** 	 At 31 December 2008 a part of the issue worth CZK 3,600 million was issued
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Public markets on which securities issued by the Bank have been accepted for trading

The shares of Hypoteční banka have been accepted for trading in the RM-Systém since 19 March 1997.

Mortgage bond issues HZL 9-10, 12-14, 16-21, 25 and 30, 31, 33, 34, 37-38, 41, 47, 52-53 and 56-57 have been accepted for trading both on 

the Prague Stock Exchange and, with the exception of HZL 41, 47, 52, 53, 56 and 57, in the RM-Systém. The table below shows dates on which 

mortgage bond issues were accepted for trading in the RM-Systém (redeemed issues have been excluded).

Emise ISIN 
Date on which the issue was accepted 

for trading in the RM-Systém

HZL 9 CZ0002000219 20 December 2002

HZL 10 CZ0002000227 17 March 2003

HZL 12 CZ0002000284 13 October 2003

HZL 13 CZ0002000300 17 December 2003

HZL 14 CZ0002000318 17 February 2004

HZL 16 CZ0002000367 16 September 2004

HZL 17 CZ0002000375 16 September 2004

HZL 19 CZ0002000474 25 March 2005

HZL 20 CZ0002000490 11 May 2005

HZL 21 CZ0002000532 30 May 2005

HZL 25 CZ0002000656 18 November 2005

HZL 30 CZ0002000789 20 July 2006

HZL 31 CZ0002000797 20 July 2006

HZL 32 CZ0002000821 15 August 2006

HZL 33 CZ0002000839 15 August 2006

HZL 34 CZ0002000862 17 October 2006

HZL 37 CZ0002000961 23 March 2007

HZL 38 CZ0002000979 20 April 2007

Administrative, management and supervisory bodies and top management

Board of Directors

Jan SADIL

Board of Directors Chairman and Managing Director

Business address: Radlická 333/150, 150 57 Prague 5

In 1995 he got his first banking job at Komerční banka, where he finally landed the position of director of the retail lending department. In 

2001 he joined Hypoteční banka, which appointed him a member of the Board of Directors and deputy managing director for sales. Since 

17 December 2003, Mr. Sadil has chaired the Board of Directors and acted as managing director of Hypoteční banka.

A detailed CV of Jan Sadil is included in the section entitled “The right people at the helm.”

Membership in bodies of other companies: in the past five years, member of the Supervisory Committee of the Czech Bank Association and 

vice-President of the Management Board of the Association for Real Estate Market Development.

Petr HLAVÁČ

Board of Directors Vice-chairman and Deputy Director for Credit

Business address: Radlická 333/150, 150 57 Prague 5

He gained banking experience at Komerční banka (1991-1999) as head of the retail lending department, continued at Bank Austria Creditanstalt 

Czech Republic (1999-2001) and Česká spořitelna (2001-2004). In Bank Austria Creditanstalt Czech Republic he co-developed the Majordomus 

mortgage product and headed up the Mortgage Factory division. In Česká spořitelna he participated in running the mobile sales network and, 

later, he managed sales of Sporoservis consumer loans. On 17 January 2005, Hypoteční banka appointed Mr. Hlaváč vice-chairman of the Board 

of Directors and deputy director for credit.

A detailed CV of Petr Hlaváč is included in the section entitled “The right people at the helm.”

Membership in bodies of other companies: none

Tomáš BROUČEK

Board of Directors Member and Deputy Director for Finance (through 31 December 2008)

Business address: Radlická 333/150, 150 57 Prague 5

In 1992 he joined Komerční banka, his last position there being head of the direct banking department. Then he worked as a consultant with 

Deloitte & Touche, and in 1999 he was hired by ČSOB where, in 2002, he assumed the position of executive director for e-banking, banking 

cards and payment transactions. On 1 January 2005, Mr. Brouček was named a member of Hypoteční banka’s Board of Directors and deputy 

director for finance.

A detailed CV of Tomáš Brouček is included in the section entitled “Right people at the helm.”

Membership in bodies of other companies: none
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Vlastimil NIGRIN

Board of Directors member and Deputy Director for Commerce (Board of Directors member since 13 February 2009)

Business address: Radlická 333/150, 150 57 Prague 5

He commenced his banking career at Komerční banka in 1987-2002 where his last position was executive director for operations. In 2002-2004 

he spent three years at eBanka as operations executive director and Board of Directors member responsible for foreign and domestic 

transactions. During his assignment in the PPF Group in 2002-2006, he was in charge of developing a complex business model for Home 

Credit Finance Bank Moscow. In 2006-2008, Česká spořitelna appointed Mr. Nigrin director of the foreign sales and cooperation department. 

He managed foreign sales of ČS Group’s selected products. On 1 June 2006, he became deputy director for commerce at Hypoteční banka 

responsible for the segment of mortgage product sales.

A detailed CV of Vlastmil Nigrin is included in the section entitled “Right people at the helm.”

Membership in bodies of other companies: 2004 - Board of Directors member at eBanka, a.s., 2007-2008, Supervisory Board member of 

Stavební spořitelna of Česká spořitelna, a.s.

Other staff with management powers

Martin VAŠEK

Deputy Director for Finance as of 1 February 2009

Business address: Radlická 333/150, 150 57 Prague 5

Martin Vašek (born 1977) graduated from Prague University of Economics and participated in several management training courses and 

conferences. He joined Hypoteční banka after he served at ČSOB as director for transaction processing. Martin Vašek started at ČSOB in the 

summer of 2005 as director of Financial Market Support department, where he was responsible for processing and settlement of transactions 

executed on financial and capital markets. Prior to joining ČSOB, Mr. Vašek worked in the audit and advisory company PricewaterhouseCoopers. 

In his leisure time he enjoys squash, skiing and basketball. 

Membership in bodies of other companies: none

Supervisory Board

Philippe MOREELS, Supervisory Board Chairman 

Business address: Radlická 333/150, 150 57 Prague 5

He studied computer and social sciences in Belgium and graduated from the Solvey Business School where he majored in corporate management. 

He started work as a pension fund analyst and an internal auditor at Unilever Group. He then worked seven years as Back Office head at Standard 

Chartered Bank / Westdeutsche Landesbank. In 1993 he moved on to Tatrabanka in Slovakia, first as director of operations and in 1998 as 

a member of the Board of Directors. On 1 March 2002 he was appointed Board of Directors member and senior director at ČSOB.

Membership in bodies of other companies: To the extent of the Issuer’s knowledge, Mr. Moreels is Board of Directors member in Československá 

obchodní banka, a.s. 

Petr JAROŠ, Supervisory Board Member 

Business address: Radlická 333/150, 150 57 Prague 5

Graduate of Charles University, Department of Mathematics and Physics. From 1991 to 1994 he worked at the Czech Academy of Sciences as 

a science specialist and from 1994 at ČSOB in various positions in the segment of financial market analyses. In 2000 he was appointed head of 

ČSOB’s Assets and Liabilities Management department, presently he is executive director of Innovations and Development.

Membership in bodies of other companies: To the extent of the Issuer’s knowledge, Mr Jaroš is Board of Directors member at Auxilium, a.s. and 

Supervisory Board member at ČSOB Investment Banking Services, a.s.

Ladislav MACH, Supervisory Board Member 

Business address: Radlická 333/150, 150 57 Prague 5

Participant in a number of domestic and international courses. Currently Mr. Mach studies at the Banking Institute. He has been working in the 

banking sector since 1991. Since 2000, he has worked in various management positions at ČSOB. At present, Mr. Mach is director of the Retail 

and Standard SME department.

Membership in bodies of other companies: To the extent of the Issuer’s knowledge, Mr. Mach is Supervisory Board member at Czech Banking 

Credit Bureau, a.s., and Supervisory Board member at ČSOB Factoring, a.s.

Martin JAROLÍM, Supervisory Board Member 

Business address: Radlická 333/150, 150 57 Prague 5

Graduated from Charles University in Prague, Mathematics and Physics Department, where he studied from 1990 to 1995 specializing in 

Optimization and Mathematical Economics. From 1995 to 2000 he studied at Charles University in Prague, Center for Economic Research and 

Graduate Education (CERGE), – Ph.D. with the thesis Direct Foreign Investment and Foreign Trade. He has also attended various specialist and 

managerial courses. In 2000 he joined ČSOB, where he has worked in various professional and management positions. Since 2006, he has been 

executive director for retail marketing and segments.

Membership in bodies of other companies: To the extent of the Issuer’s knowledge, Mr. Jarolím is Supervisory Board member at CERGE-EL and 

Supervisory Board member at ČSOB Pojišťovna.
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Martin BRABENEC, Supervisory Board Member

Business address: Radlická 333/150, 150 57 Prague 5

Graduated from Higher Business School in 1997. He joined ČSOB in February 1997, first as economist and methodologist. Currently he is banking 

specialist in the External Networks Management department specialized mainly in commission systems. He is married and has two daughters.

Membership in bodies of other companies: none

Václav MORAVEC, Supervisory Board Member

Business address: Radlická 333/150, 150 57 Prague 5

After graduation from University of Economics, Prague, in 1988 he joined ČSKD – Intrans to work as head of the newly established marketing 

department. In 1993 he transferred to Komerční banka’s retail credit department. Since 1995 he has worked at (Českomoravská) Hypoteční 

banka in various positions, including management. He represented the Bank in negotiations with the Ministry of Finance and the Ministry for 

Regional Development of the Czech Republic and was a member of the Banking Association Sub-committee for Mortgages and Building Society 

Savings. Since 1999 he has been focused on marketing and currently works as a marketing communications specialist. He took up a short-term 

internship with the Bank of Scotland and attended a number of professional training courses.

Membership in bodies of other companies: none

None of the members of the Board of Directors or Supervisory Board has been sentenced for fraud or other criminal offenses in the past five years.

None of the members of the Board of Directors or Supervisory Board has participated in bankruptcy, forced administration or liquidation 

proceedings in their positions in the past five years.

None of the members of the Board of Directors or Supervisory Board has been publicly accused, subject to sanctions or rendered incapable 

of performing as a member of administrative, executive or supervisory bodies of any company, or management or operating position in any 

company in the past five years.

Postupy správních, řídících a dozorčích orgánů

Term of office From To

Board of Directors

Jan Sadil 1 September 2001 1 September 2011

Petr Hlaváč 17 January 2005 16 January 2010

Tomáš Brouček 1 January 2005 31 December 2008

Vlastimil Nigrin 13 February 2009 12 February 2014

Supervisory Board

Petr Jaroš 25 August 2005 25 August 2010

Philippe Moreels 13 August 2008 13 August 2013

Ladislav Mach 16 November 2005 16 November 2010

Martin Jarolím 2 September 2006 22 November 2011

Martin Brabenec 7 February 2005 7 February 2012

Václav Moravec 25 April 2007 25 April 2012

There were no changes in the composition of the Board of Directors in 2008.

The Bank has entered into employment contracts with its top management, i.e. including Board of Directors members. The contracts do not 

stipulate other than statutory requirements as to the termination of their employment. The Bank does not provide any benefits under the 

employment agreements for performance of the duties of a Supervisory Board member upon termination of the term of office of a Supervisory 

Board member.

The Supervisory Board, given the small number of its members, does not make decisions in committees, but in board.

Principles of remuneration

Supervisory Board

The Company pays Supervisory Board members a monthly remuneration for their supervisory activities, participation in Supervisory Board 

meetings, due preparation for meetings and other activities related to performance of the function of a Supervisory Board member. Half of the 

Supervisory Board members have waived this remuneration.
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Board of Directors

The Company Board of Directors pays members a monthly remuneration for their management activities, participation in Board of Directors 

meetings, due preparation for meetings and other activities related to performance of the function of a Board of Directors member. The 

remuneration rules were approved by the General Meeting held on 30 November 2001.

Payment of the variable component of the remuneration to Board of Directors members is contingent on the financial and business results of 

the Bank for the respective accounting period and the report of the external auditor. The Supervisory Board sets and assesses indicators by 

assessing the assigned tasks as performed by each member during the assessed period. The variable part of the remuneration may reach up to 

60% of the fixed component.

Conflict of interest at the level of administrative, management and supervisory bodies

The Bank is not aware of any possible conflict of interest between the obligations of the above persons to the Bank and their personal interests 

or other obligations. Hypoteční banka has drafted a Code of Ethics stipulating the procedure to be employed in the event of any conflict of 

interest.

The Bank is not aware of any arrangements or agreements with major shareholders, customers, suppliers or other entities, under which a person 

on the Board of Directors or Supervisory Board was selected as a member of administrative, management and supervisory bodies or a member 

of top management.

None of the current members of the Supervisory Board or Board of Directors performs primary business activity outside their activities for the 

Bank, which could have a significant impact on the Bank’s assessment.

As none of the persons at the level of administrative, management and supervisory bodies is an owner of shares or rights to shares, no 

limitation of disposal thereof can be arranged.

Shares and options held by members of administrative, management and supervisory bodies

None of the members of the Board of Directors, other members of management or members of the Supervisory Board hold any shares of 

Hypoteční banka or options on the basis of which these individuals may acquire additional shares of Hypoteční banka or exercise their transfers. 

Hypoteční banka is not aware of any persons closely related to the above mentioned persons owning shares of Hypoteční banka or the options 

mentioned above.

Employee option of participating in the basic capital of Hypoteční banka

Employees of Hypoteční banka, except for members of the Board of Directors and employees of the Mortgage Bonds and Refinancing 

Department, may participate in the basic capital of Hypoteční banka through the standard purchase of the Bank’s shares via the RM-Systém.

Other information on the Bank and its activities

Average number of employees 2008 2007 2006 Index 2008/2007 Index 2007/2006

Recorded 440 418 388 1.05 1.08

Adjusted 433 417 386 1.04 1.08

Two-thirds of employees (banking clerks) work in the Prague headquarters and one-third in the sales network covering the entire territory of 

the Czech Republic.

Principal markets

Hypoteční banka, as a specialist in mortgage financing, continued to develop its activities in the mortgage loan market in 2008 with an 

emphasis on mortgage loans for individuals. As in previous years, Hypoteční banka provided mortgage loans only in Czech crowns and only 

in the Czech market. More detailed information is set forth in the sections “Fewer mortgages, but for larger amounts” and “Hypoteční banka 

understands its clients and partners”.

At the end of 2008, receivables from provided mortgage loans represented 86% of the Bank’s overall asset balance, whereas the volume of 

receivables from mortgage loans provided to individuals rose 2% year-on-year and represented 92% of the Bank’s overall portfolio. Income 

from provided mortgage loans accounted for 95% of the Bank’s total operating income.
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Bank assets

The net book value of all Hypoteční banka’s intangible assets, property, plant and equipment totaled CZK 173 million at 31 December 2008. 

The Bank’s intangible assets, 95% of which comprise software, reported a net book value of CZK 26 million, accounting for a year-on-year 

increase of CZK 18%, or CZK 4 million, as the Bank invested in information technology upgrades. Property, plant and equipment had a net book 

value of CZK 147 million, representing a 6% year-on-year drop, or CZK 10 million. The ratio of intangible assets, property, plant and equipment 

to total Bank assets was 0.13% at the last day of the year. 

Breakdown of administrative costs – costs of audit, legal and tax advisory

2008 
CZK ‘000

2007
CZK ‘000

Auditor’s services – audit 1,581 1,521

Auditor’s services – tax advisory 202 179

Other audit services 0 0

Legal and notary services 2,795 3,000

Total 4,578 4,700

Property, plant and equipment

The following table provides an overview of real estate owned by Hypoteční banka at 31 December 2008:

Region 

Buildings
purchase price

CZK ‘000

Buildings
Net book value

CZK ‘000č

Buildings
Area

m2

Land
CZK ‘000

Hradec Králové 60,914 44,285 707 5,797

Rychnov nad Kněžnou 21,005 15,045 769 135

Kolín 22,067 16,340 1,481 522

Jihlava 17,528 12,937 580 305

Total 121,514 88,607 3,537 6,759

Investments

Major non-financial investments

In 2008, Hypoteční banka invested a total of CZK 53 million in tangible and intangible assets. The most significant item was investment in 

information technology in the amount of CZK 28 million; other investments of CZK 25 million included branch modifications and car fleet 

renewal.

In 2007, Hypoteční banka invested a total of CZK 40 million in tangible and intangible assets. The most significant item was investment in 

information technology in the amount of CZK 21; other investment represented CZK 19 million.

In 2006, Hypoteční banka invested a total of CZK 36 million in tangible and intangible assets. The most significant item was investment in 

information technology in the amount of CZK 28 million; other investments represented CZK 8 million.

The following table summarizes the most significant investments in the period of 2006–2008:

Year Investment
Purchase price

CZK million Location Funding source

2008 Bank information system 17 Local Own funds

Branch reconstruction  4 Local Own funds

Air-conditioning installation 3 Local Own funds

2007 PC, printers and copy machines 8 Local Own funds

Information systems of the Bank 7 Local Own funds

Electronic circulation and administration of documents 2 Local Own funds

2006 PC, printers and copy machines 10 Local Own funds

Information systems of the Bank 7 Local Own funds

Electronic circulation and administration of documents 6 Local Own funds
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Major financial investments

Hypoteční banka’s financial investments in 2008 comprised primarily of treasury bills, the volume of which dropped year-on-year by 

CZK 2,468 million due to the reduced need to use them as substitute coverage for mortgage bonds and government bonds. In 2006 the Bank 

acquired a minority 9% ownership interest in the real estate company LEXXUS, a.s. with the aim to expand its product line to include real estate. 

Investment volumes in 2006-2008:

Securities
31 December 2008 

CZK million
31 December 2007 

CZK million
31 December 2006 

CZK million

Ownership interest in LEXXUS a.s. 9 9 9

Treasury bills 498 2,966 1,591

Government bonds 819 813 825

Total 1,326 3,788 2,426

Future investments

In 2009, the Bank plans to make non-financial investments in the amount of approximately CZK 76 million. Again, the most significant 

investment will go to information technology (information system development, purchased hardware and software and electronic document 

processing) in the amount of approximately CZK 58 million. The remaining CZK 18 million will be invested primarily in renovating real estate 

and renewing the car fleet.

In order to comply with liquidity limits, the Bank will continue buying government bonds and treasury bills. The Bank is going to hold a minority 

ownership interest in the real estate company LEXXUS, a.s. Except as stated above, the Bank does not intend to hold other securities and 

financial investments.

Transactions with related parties 

Information on transactions with related parties is set forth in the Notes to Financial Statements for the Year Ended 31 December 2008 and in 

the Report on Relations between Related Parties.

Obligatory minimum reserves

Except for deposits in current accounts designed for the repayment of loans and term deposits exceeding CZK 3 million, Hypoteční banka does 

not accept any primary deposits. Throughout 2008 primary deposits did not exceed 1% of the total balance sheet of Hypoteční banka. During 

this period, Hypoteční banka maintained its obligatory minimum reserves at a stipulated level (2% at the moment) at all times.

Ownership interest

At 31 December 2008, Hypoteční banka held no ownership interest other than in LEXXUS, a.s. The Bank has no direct or indirect interest in 

another entity, which constitutes at least 10% of its equity or 10% of the annual net profit or loss of the Bank. Except as stated above, the Bank 

does not intend to hold other ownership interests.

Trends

Since the last fiscal year, an unexpected decline in demand has occurred, which made Hypoteční banka employ more caution in assessing 

credit risk. More information on current trends can be found in sections “Fewer mortgages, but for larger amounts”, “2008 was another year of 

excellent results for Hypoteční banka”, “Financial performance analysis” and “Supplementary Information according to Statutory Requirements”.

Factors influencing the Bank’s operation

Information on government, economic, budget, currency or general policies and factors that have had or could have a significant influence, 

direct or indirect, on Bank operations are given in particular in the sections “Fewer mortgages, but for larger amounts” and “2008 was another 

year of excellent results for Hypoteční banka”. 

Significant contracts

The Bank concluded no contracts possibly leading to commitments or claims of any member of the Group significant for the Bank’s ability to 

meet its obligations. Similarly, the Bank is not aware of any of the Group members having concluded other contracts containing any provisions 

giving rise to any commitment or claim of any member of the Group being significant for the Group as at the date of the Annual Report.

Exercise of takeover offers

The Bank is not aware of any takeover offers.

Foreign branches

The Bank has no foreign branches.
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Patents and licenses

Hypoteční banka owns several trademarks registered with the Industrial Property Office, mainly with respect to the identification of the 

company and its products, and has filed some applications for registration. Hypoteční banka owns no patents and licenses.

Details on administrative, court or arbitration proceedings

At the date of this Annual Report, the Bank has not participated in any court, administrative or arbitration proceedings brought against it 

either in the Czech Republic or abroad, which could have a significant negative impact on the Bank’s financial position and could be of major 

significance with respect to the Annual Report.

Third parties and representations of experts and representations of any interest

Except for the auditors’ report, the Annual Report does not include any representations or reports of a person acting as an expert.

Information from third parties is included in the Annual Report together with the reference as to the respective source. Information provided by 

third parties was reproduced exactly and to the best knowledge of Hypoteční banka. The Bank ascertains to the greatest degree possible from 

the information disclosed by the respective third party that no facts were omitted which could render the reproduced information inaccurate or 

misleading.

Historical financial data audit

The Report on Related Parties, financial data including historical data, and compliance of financial information in the Annual Report with the 

financial statements have been reviewed by auditors.

The financial statements of Hypoteční banka for 2006, 2007 and 2008 were audited by:

Trade name: Ernst & Young Audit, s.r.o.

License No.: KA ČR 401

Registered office: Karlovo nám. 10, 120 00 Prague 2

Business registration number (IČ): 26704153

Auditor: Michaela Kubýová, License No. 1810, residing at Římská 29, 120 00 Prague 2, (membership in professional organizations: Chamber of 

Auditors of the Czech Republic and ACCA)

Disclosures

The full wording of the Bank’s audited financial statements including annexes and auditors’ opinions thereon are available upon request in the 

registered office of the Bank during working hours and on the Bank’s website together with the annual and semi-annual reports and quarterly 

information summaries. Any other documents and materials indicated in the Annual Report relating to the Bank as well as the Bank statutes are 

also available for inspection at its registered office.

An explanatory summarized report pursuant to Section 118, para. 3, letter g) to q) of Act No. 256/2004 on 
Business Activities on the Capital Market, as amended.

(An amendment to Act No. 256/2004 Coll. on Business Activities on the Capital Market, effective as of 1 April 2008, newly stipulates the 

obligation of the issuer of a listed security to draft an explanatory summarized report pertaining to the subparagraphs hereinafter):

g) information on the issuer’s equity, including securities not accepted for trading on the regulated market in the EU Member State, and possible 

determination of various types of shares, rights and obligations related to shares of the same type and the proportion of each type of 

shares in basic capital,

	 the Company’s basic capital amounts to CZK 5,076,328,000. It is divided into 10,152,656 bearer shares with the nominal value of CZK 500 per 

share,

h) 	 information on transferability of securities,

	 no bearer shares have limited transferability,

i)	 information on significant direct and indirect shares in the issuer’s voting rights,

	 Hypoteční banka’s major shareholder is ČSOB holding 99.90% (at 31 December 2008)

j)	 information on securities bearers with special rights, including description of these rights,

	 no shares with special rights have been issued,

k)	 information on restriction of voting rights,

	 the Company has issued no shares with restricted voting rights,

l) 	 information on shareholder agreements that could hamper transferability of shares or voting rights if such agreements are known to the 

issuer,

	 the issuer has no knowledge of such agreements,
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m) 	 information on special rules stipulating election and recall of Board of Directors members and change of Company Statutes,

	 there are no such rules,

n) 	 information on special powers of the Board of Directors members, notably on authorization pursuant to Section 161a and 210 of the 

Commercial Code,

	 there are no special powers,

o) 	 information on significant contracts to which the issuer is a contracting party and which come into force, are modified or terminated if 

the issuer’s control status changes as a result of a takeover offer, the ensuing effects of such contracts, with the exception of contracts 

disclosure of which would be to the grave detriment of the issuer; this provision does not restrict any other obligation to disclose such 

information pursuant to this law or special legal regulations,

	 no such contracts have been entered into,

p) 	 information on contracts between the issuer and its Board of Directors members or employees, which bind the issuer to their performance 

in the case their terms or employments are terminated as a result of a takeover offer,

	 no such contracts have been entered into,

q) 	 information on possible programs on the basis of which Company employees and Board of Directors members can acquire Company 

securities, options on these securities or other rights to them under favorable terms, in particular the manner of exercising the rights 

ensuing from these securities,

	 the Company has not introduced any such programs,

Persons responsible for the Annual Report 

Hypoteční banka, a.s., with its registered office at Radlická 333/150, Prague 5, 150 57, is responsible for the data in the Annual Report of 

Hypoteční banka, a.s. for the year 2008. Having exerted reasonable due care, Hypoteční banka, a.s. hereby declares that the data contained in 

the Annual Report of Hypoteční banka, a.s. for the year 2008 are accurate to the best of its knowledge and that no matters were omitted that 

could change the meaning hereof.

Hypoteční banka, a.s.

Jan Sadil

Board of Directors Chairman and Managing Director

Hypoteční banka, a.s.

Petr Hlaváč

Board of Directors Vice-Chairman and Deputy Director for Credit 

Hypoteční banka, a.s.

Vlastimil Nigrin

Board of Directors Member and Deputy Director for Commerce

Hypoteční banka, a.s.
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Articles of Incorporation and Company Statutes

The Company was founded pursuant to Articles of Incorporation dated 28 September 1990 in accordance with Section 25 of Act No. 104/1990 

Coll. on joint stock companies and Act No. 158/1989 Coll. on banks and savings banks. The Articles of Incorporation set forth basic information, 

such as the registered office, scope of business and basic capital of the Company. They also include share subscription details, e.g. the form, 

number and rate of issue thereof and a draft of the Company Statutes. Besides the information as stated above, which is detailed in the 

Statutes, the Statutes also include details governing the operation of the Company and the bodies thereof, as well as the procedure to be 

applied in the event of a basic capital increase or reduction, bond issues and the rules for acting and signing on behalf of the Company. They 

also specify the accounting period and financial statements, possible methods of dissolving, liquidating or terminating the Company, and other 

information, all in compliance with the statutory provisions. The wording of the company Statutes was also approved by the Czech National 

Bank.

The following information is included in the Company’s Statutes, which are available at the Company’s registered 
office

Company’s scope and purpose of business:

The Company’s scope of business consists of performing all banking transactions in compliance with the Act on Banks and performing other 

activities within the scope stipulated by the generally binding legal regulations, licenses, authorizations and approval of the Czech National 

Bank, if required for the performance of such activities. In addition, it consists of mortgage bond issues (see Article 2 of the Statutes).

Summary of all provisions of the Articles of Incorporation and the Statutes of the Bank regarding administrative, management and 

supervisory body members:

The definition of the Board of Directors, its powers, conduct and decision-making, including management of the Company, is set forth in 

Articles 18-22 of the Statutes. Article of the Statutes governs the election of the Board of Directors by the Supervisory Board, the number 

of Board of Directors members (3), the term of office (5 years) and the dismissal/resignation of Board of Directors members. Article 19 of 

the Statutes stipulates the non-competition rule and refers to generally binding legal regulations. The powers of the Board of Directors are 

stipulated in Article 20. These include, as a rule, all matters which the law or the Statutes do not entrust to the powers of the General Meeting 

or the Supervisory Board. The Board of Directors ensures the business management of the Company and makes decisions, inter alia, on the 

issue of mortgage bonds. Article 21 of the Statutes describes the method of Board of Directors acting and decision-making and its holding of 

meetings at least once in a month. Article 22 stipulates the method of establishing the position of managing director and deputy director. They 

exercise Board of Directors decisions and based, on Board of Directors authorization, ensure the performance of certain Company activities – 

such persons comprise a part of the Bank’s top management. The elected Board of Directors chairman is appointed by the Board of Directors to 

the position of managing director. The elected Board of Directors vice-chairman or a Board of Directors member is appointed by the Board of 

Directors to the position of deputy managing director.

The Supervisory Board is the controlling body of the Company and its activities are defined in Articles 23-27 of the Statutes. Article 23 

stipulates the basic powers and composition of the Supervisory Board, which consists of 6 members, and the term of office of a member of the 

Supervisory Board, which is 5 years. One third of the Supervisory Board members is elected by the Company employees. The non-competition 

rule applies for Supervisory Board members to the same extent as it does for Board of Directors members and is defined in Article 24. Powers 

of the Supervisory Board are stipulated in more detail in Article 25 of the Statutes – apart from ordinary controlling activities, the Supervisory 

Board expresses its opinion, inter alia, on certain intentions of the Board of Directors. For instance, regarding the conclusion of a purchase 

contract, with the subject matter being the purchase/sale of real estate with a value exceeding 10% of the Company’s basic capital. Supervisory 

Board conduct and decision-making is governed by Article 26 of the Statutes – the Supervisory Board holds meetings at least once a quarter. 

Within its powers, the Supervisory Board establishes committees as its advisory and initiative bodies. Basic principles as to the composition 

and meetings of such committees are stipulated in Article 27 of the Statutes; more details are specified in the rules of procedure of each 

Supervisory Board committee.

Rights, benefits and limitations of each type of current share:

The Company has issued only one type of share, i.e. book-entered bearer shares. The shares are registered. A single vote is attached to each 

share. Share trading is not restricted. The Company may not acquire treasury shares by subscription (see Article 10 of the Statutes).

Shareholder rights and obligations are mainly described in Article 11 of the Statutes (certain other rights are based on the 

Commercial Code):

A shareholder is entitled to a percentage of the Company’s profit (a dividend), which the General Meeting approves for distribution according to 

the financial results. Such percentage corresponds to the proportion of the nominal value of his/her shares in the nominal value of shares of all 

shareholders. The dividend is due within 3 months following the day of the General Meeting decision on profit distribution.

A shareholder is entitled to take part in the General Meeting, to vote, request explanations regarding any Company-related matters, raise an 

objection and put forward motions and counter-motions.
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A shareholder or shareholders holding shares with a total value exceeding 3% of the Company’s basic capital may ask the Board of Directors to 

convene an extraordinary General Meeting to discuss matters proposed by them.

Upon the winding up of the Company, a shareholder has the right to a share in the liquidation balance. The General Meeting decides on 

distribution of the liquidation balance among shareholders based on their basic capital share (Article 38 of the Statutes).

Shareholders also have certain rights specified in the Commercial Register, such as the right to preferential subscription of shares in the event of 

a basic capital increase by monetary contributions or the right to ask the court to appoint an expert to review the report on relations between 

related parties (shareholders holding shares with a total value exceeding 3% of the Company’s basic capital).

Procedure required to change shareholder rights with examples of cases stricter than stipulated by the law:

A decision to amended the Company Statutes falls within the powers of the General Meeting (Article13). The General Meeting achieves 

a quorum if the present shareholders hold shares with a nominal value exceeding 50% of the Company’s basic capital. Two thirds of the votes of 

present shareholders (at least) is required for a Statute amendment (Article 16.6 of the Statutes in conjunction with the Commercial Code).

Conditions regulating the method of convening ordinary, substitute and extraordinary General Meetings of Shareholders and 

conditions for participation:

The General Meeting is held at least once in a year, however no later than six months following the last accounting period. It is convened by 

the Board of Directors. The Board of Directors convenes the General Meeting and publishes the invitation (no later than 30 days before it is to 

be held) in the newspaper Hospodářské noviny daily and, should this daily newspaper cease circulation, in the daily newspaper Lidové noviny. 

Shareholders registered in the statutory register of book-entered securities who are entitled to vote, and members of the Board of Directors 

and the Supervisory Board, have the right to take part in the General Meeting. The General Meeting is convened and the respective invitation is 

published by the Board of Directors no later than 30 days before it is to be held. The General Meeting may also be convened by the Supervisory 

Board, if Company interests so require. If the General Meeting fails to reach a quorum within an hour of the appointed starting time, the Board 

of Directors shall convene a substitute General Meeting in a new invitation. The Board of Directors is obliged to convene an Extraordinary 

General Meeting, for instance, upon the request of a shareholder or shareholders holding shares with a total nominal value exceeding 3% of 

basic capital who propose specific matters to be discussed at such General Meeting (see Articles 13 to 17 of the Statutes).

Neither the Statutes nor the Articles of Incorporation contain any provisions that could delay, suspend, change or prevent control 

over the Bank.

Neither the Statutes nor the Articles of Incorporation stipulate an ownership limit which, if exceeded, requires the disclosure of the 

respective shareholder’s name.

Neither the Statutes nor the Articles of Incorporation describe any conditions for changes in capital that are stricter than required by 

law. In this respect, the Statutes strictly follow the provisions of the law.
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Sales points
at 31 January 2009

Regional branches

Town Address Contacts

Brno Malinovského náměstí 4
663 17 Brno 

tel.: 542 422 711−25, 727
fax: 542 212 793
e-mail: info.br@hypotecnibanka.cz

České Budějovice Riegrova 2 
370 01 České Budějovice

tel.: 383 835 313
fax: 387 696 212
e-mail: info.cb@hypotecnibanka.cz

Hradec Králové Ulrichovo náměstí 735 
500 02 Hradec Králové 

tel.: 495 062 111
fax: 495 513 952
e-mail: info.hk@hypotecnibanka.cz

Jihlava Masarykovo náměstí 13 
586 01 Jihlava

tel.: 565 659 145
fax: 567 304 547
e-mail: info.ji@hypotecnibanka.cz

Karlovy Vary Moskevská 2, POBOX 156
360 21 Karlovy Vary 

tel.: 353 993 102−4
fax: 353 221 094
e-mail: info.kv@hypotecnibanka.cz

Liberec Rumunská 655/9
460 01 Liberec 4

tel.: 484 847 163
fax: 482 428 329
e-mail: info.li@hypotecnibanka.cz

Olomouc Riegrova 12 
772 00 Olomouc 

tel.: 588 516 691
fax: 585 234 254
e-mail: info.ol@hypotecnibanka.cz

Ostrava Nádražní 81 
702 00 Ostrava

tel.: 596 111 205, 596 111 217
e-mail: info.os@hypotecnibanka.cz

Pardubice Masarykovo náměstí 1458
530 02 Pardubice

tel.: 464 647 445
fax: 464 647 455
e-mail: info.pd@hypotecnibanka.cz

Plzeň Klatovská 40 
301 00 Plzeň

tel.: 373 731 822−8
fax: 377 220 092
e-mail: info.pl@hypotecnibanka.cz

Prague Na Poříčí 40/1051
110 00 Prague 1

tel.: 242 419 498−9
fax: 242 419 480
e-mail: info.ph@hypotecnibanka.cz

Teplice 28. října 711/16
415 01 Teplice

tel.: 414 128 915
fax: 417 538 014
e-mail: info.te@hypotecnibanka.cz

Zlín Kvítková 4323, POBOX 121
760 01 Zlín 

tel.: 577 212 460, 577 212 462,
577 212 464, 577 212 466
fax: 577 212 467
e-mail: info.zl@hypotecnibanka.cz
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Mortgage offices

Town Address Contacts

Hodonín Štefánikova 13 
695 01 Hodonín 

tel.: 518 321 886
mob.: 739 249 998
e-mail: info.ho@hypotecnibanka.cz

Chomutov Mostecká 42
430 01 Chomutov 

tel.: 474 333 397
fax: 474 333 397
mob: 731 492 250
e-mail: info.cv@hypotecnibanka.cz

Jičín Jungmannova 1132
506 01 Jičín

tel.: 493 538 011
e-mail: info.jc@hypotecnibanka.cz

Klatovy Zlatnická 79
339 01 Klatovy

tel.: 376 324 083
fax: 376 382 374
e-mail: info.kt@hypotecnibanka.cz

Kolín Legerova 148
280 02 Kolín

tel.: 321 727 530, 321 727 560
fax: 321 726 897
e-mail: info.ko@hypotecnibanka.cz

Kroměříž Husovo náměstí 313
767 01 Kroměříž

tel.: 573 344 461
fax: 573 344 462
mob.: 603 253 820
e-mail: info.kr@hypotecnibanka.cz

Mladá Boleslav Českobratrské náměstí 1321
293 01 Mladá Boleslav 

tel.: 326 326 084
fax: 326 326 084
mob.: 602 966 953, 737 214 262
e-mail: info.ph@hypotecnibanka.cz

Opava Dolní náměstí 18 (OD passage) 
746 01 Opava

tel./fax: 553 791 932
mob.: 739 249 999
e-mail: info.op@hypotecnibanka.cz

Ostrava Přívozská 3
702 00 Ostrava

tel.: 596 117 745
e-mail: info.ot@hypotecnibanka.cz

Prague 1 Vodičkova 11 
110 00 Praha 1

tel.: 222 512 015
e-mail: info.ph@hypotecnibanka.cz

Rychnov nad Kněžnou Sokolovská 1494 
516 01 Rychnov nad Kněžnou 

tel.: 494 535 234
e-mail: info.ry@hypotecnibanka.cz

Svitavy náměstí Míru 108/28
568 02 Svitavy

tel.: 461 541 054
e-mail: info.pd@hypotecnibanka.cz

Tábor Třída 9. května 678 (Slovan)
390 02 Tábor

tel.: 381 276 873
fax: 381 276 873
mob.: 731 545 987
e-mail: info.ta@hypotecnibanka.cz

Trutnov Krakonošovo náměstí 127
541 01 Trutnov 

tel.: 499 811 421
e-mail: info.tr@hypotecnibanka.cz

Třebíč Žerotínovo nám. 20/16 
674 01 Třebíč 

tel./fax.: 568 421 474
e-mail: info.tc@hypotecnibanka.cz

Uherské Hradiště Na Splávku 1182 
686 01 Uherské Hradiště 

tel./fax.: 572 557 696
mob.: 603 253 815
e-mail: info.uh@hypotecnibanka.cz



Contact details

Hypoteční banka, a.s.

Headquarters address:	 Prague 5, Radlická 333/150 zip code 150 57

Telephone:	 224 116 515

Fax:	 224 119 722

e-mail:	 info@hypotecnibanka.cz

Website:	 www.hypotecnibanka.cz



Contact us

 Blue infoline: 844 111 174
 info@hypotecnibanka.cz
 www.hypotecnibanka.cz

A fair bank, 
pleasant manners, 
best mortgages!


