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PRIMARY DEALER AGREEMENT
FOR CZECH GOVERNMENT SECURITIES

THIS AGREEMENT is made ,m 4 íh U/auqŕ/ &9ý for the purpose of fulfilhng
the ňmction ofthe PIilnary Deder (herein subsequently rdérred to as the "Agreement'")

BY AND BETWEEN

1'

.l
(l) THE CZECH REPUBLIC acting through the Ministry of Finance,

with its seat at Letenská 525/15, 118 10 Praha l
Identificatión Number: 00006947, Tax Identiňcation Number: CZ00006947

represented by

(hereinafter referred to as the "Ministry of Finance")

and

(2) KOMERČNÍ BANKA, a.s.
with its registmd office at Na Příkopě 969 Cp. 33, 114 07, Praha l, Czech Republic, ldentificatiQn
Number 453 17054, Tax ldenúfictiôn Number: CZ453 17054, registered in the Comercial Register
kept by the Municipd Court in Pmgue, Section B, Insert 1360

represented by

(hereinafter refěrred to as the "Primary Dealer l")

and

(3) SOCIÉTÉ GÉNÉRALE
with its registred ofňce at 29, boulevard Háussmann - 75 009 Paris, France, registered in
the Comercial Register of Paňs under the Identification Number: 453 17054, Tax ldentlfictlon
Number: FR 27 552 120 222,

represented by

(hereinafter referred to as the "Primary Dealer 2")

(Each of Primary Dealer l and Primary Dealer 2 is hereinafter jointly or individualy. as the case
may be, referred to as "Primary Dealer")
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WHEREAS

(A)
l) Based on the statuto'y regulations valid in the Czech Republic, the Czech Republic acting

through the Ministry of Finance issues Czech Government Securities.

2) It is in the best interest of the Czech Republic that the píimary market placing of the Czech
Government Securities is diversely and adequate|y dispersed among end-investors, that its
bonds are traded on secondary maŕkets chatacterised by high liquidity and transparency and that
the status ofthe Czech sovereign debt is maintained at the highest level of quality in the prin'ary
and secondary market.

3) With a view to support issuance, purchase, trading and promotion of Czech Govemnient
Securities and of its debt and cash management it is desitable that the Ministry of Finance has
appointed certain institutions to beconw Primary Dealers in Czech Government Securities.
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l) The institutions mentioned above as the patties to this Agreement have been assigned the status
of the Primary Dealer in Czech Government Securities with a view to enhancing the placing of
Czech Government Securities, to ensuring their liquidity on the secondary market, and to '
promoting the Czech sovereign debt on the intemationd market and across investor community.

THE PARTIES HAVE AGREED AS FOLLOWS

l. THE SCOPE OF THE AGREEMENT AND DEFINITIONS

The scope of the Agreenient is to regulate the relationship between the Ministry of Finance and
the Primary Dealers regarding issuance, purchase, trading and promotion of Czech Government
Securities and Ministry of Finance's debt and cash managenient process.

The Agreěment determines the principles governing the activities of the Primary Dealers and
the Mlnlstjy of Finance and it sets in particular:
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l) Privileges and obligations of the Prilnaly Dealers,

2) Privileges and obligations of the Ministry of Finance,

3) Selection criteria for the Primary Dealers,

4) Evaluation of the Pňmaiy Dealers' performance,

5) Oiganimtion of the Primary Dealer Committee.

QD

The following terms in this Agreement shall mean:

"APEI'": Aggregate Performance Evaluation Index as defined in Annex Ióf the Agreement.

"Auction": A public offering of Czech Government Securities executěd in compliance with the Auction
Rules.

"Auction Rules": Rulesfor the Primaľy Sale o/'Goyernment Securities Organized by the Czech National
Bank, which came into effect on 28 June 2022, as amended or replaced from time to time by the Ministíy
of Finance in consent with the Pňmary Dealer Group and the Czech National Bank, as published on the
website ofthe Czech National Bank and the Ministry of Finance.
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'1Buy-Backs": Transactions in which the Ministry of Finance repurchases a particular Czech
Govemment Security in the secondary maŕket for cash by way of a buy-back auction or a fixed-price
repurchase tender offer.

"CDCP": The Central Securities Depository Prague (Centrální depozitář cenných papírů, a.s.),
registeed office at Prague l, Rybná 14, Postál Code: 110 00, identification number: 25081489, entered
into the Commercial Register kept by the Municipal Court in Prague, Section B, Insert 4308.

"Competitive Part": The Auction part in which each Primary Dealer, Recognized Dealer and the
Ministy of Finance may submit bids at competitive prices in compliance with the Auction Rules.

"Crisis Act": The Act No. 240/2000 Coll., on Crisis Management and on the Amendment of Certain
Acts (Crisis ACt).

""Czech Government Bonds"': Securities issued by the Czech Republic acting through the Ministry of
Finance on domestic or foreign market with the original nľaturity longer than l year.

"Czech Government Securities": All of the outstanding Czech Government Bonds and all of the short
tem government securities with the original maturity shorter than ] year, which am in particular
Treasuiy Bills, issued by the Czech Republic acting through the Ministry of Finance.

"Designated Electronic Trading System"' or "'DETS"", as the case may be: The electronic trading
platform or the electľon]c trading platforms designated by the Ministry of Finance for trading of Czech
Government Bonds based on the decision by the Primary Dealers on selection of electronic trading
platform(s) fŕom a list of electronic trading platforms fůlfilling the selection criteria set jointly by
the Ministry of Finance and the Primary Dealer Group as defined in Section 4 ofthe Agreement.

'"DETS Committee": The committee formed by the participants of the DETS as defined by relevant
document issued in connection with DETS inception.

"EMTN"': The Czech Republic's Euro Medium Term Note Progmmme originally established on 23
May 2008, as mended, replaced, or supplemented Ňom time to time, or newly established during the
year 2024 or later.

"'Evaluation Period": Each of calendar quarters.

"Exchanges": Transactions in which the Ministry of Finance offers to exchange one or multiple
different Czech Government Securities (generálly repurchased at a fixed price) m a predetermined hedge
ratio for mother one or multiple diRérent Czech Government Securities (issued or sold) in the secondary
market by a way of a switch auction or a fixed-price tender offer.

"'Government Asset Funds"': Portfolio assets actively managed and invested by the Debt and Financial
Assets Management Department of the Ministry of Finance.

'Lending Facility": Transactions in which the Ministry of Finance provides lending of Czech
Govemement Securities and the borrower provides the Ministry of Finance with collaterd in the fomi
of cash or securities.

"Market Competitive Spread": Maximum obligatory quoted bid/ofer spread as defined Iň Annex
VI Qf the Agreement,

"'Minimum Quoting Volume": The volume of Czech Govemnient Bonds each member of the Primary
Dealer Group shall quote in accord with Quoting Obligations.

"Non-competitive Part": The Auction part in which each Primarv Dealer, the Ministry of Finance and
in the case of CzeCh Government Securities denominated in euro, also Recognized Dealer may submit
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'lbids at an average price of the Competitive Part in compliance wiúi this Agreement and the A(|¢tlOľ| ' Tl!
Rules. 2·4 of

"Performance Evaluation""" Primary Dealers assessment made based on APEI cálculated for four
consecutive Evaluation Periods,

"Primary Dealer Comm"ttee"' The cQmmittee fomied by the Priniary Dealer Group, the Cmch 2'5
}i,

National Bank and the Ministry of Finance in accordance with Section 9 of the Agreement.
T

."Primary Dealer Group" or "Primary Dealers", as the case may be: A group of institutions that have l '
entered into a Primary Dealer Agreement for Czech Government Securities with the Czech Republic. ,

"Private Placements": Transactions in the form ofnon-public offering of Czech Government Securities
directly to a limited number of pre-selected investors md institutions. 2.6

"'Quoting Obligations": Commitment Qf the Primary Dealers to send quotes, i.e. post prices of
the SQOB on the DETS as defined in this Agreement. 2,7

"Recognized Dealer Group" or "Recognized Dealers", as the case niay be: A group of institutions that
have entered into a Recognized Dealer Agreement for Czech Govemment Sěcurities with the Czech
Republic, including institutions that have been recognized by the Ministry of Finance on the basis of
specifically set conditions as dealers exclusively in Czech Government Securities denominated in euro.

"Repurchase Agreement": Transactions in the form of collmeralised loans, including a contractual
arrangement between the Ministry of Finance and mother counterparty, whereby one agrees to sell a
security at a specified price with a commitment to buy the security back at a later date for another
specified price,

"Secondary Market Trading": Any intra-deder or customer trading of Czech Govemment Bonds by
the Primary Dealers, except for the intmAealer trading on the DETSs.

'SQOB": The Czech Government Bonds suhiect to Quoting Obligations on DETSs.

"Tap Issuance"': Transactions in which ťhe Ministry of Finance sells a particular Czech Government
Security in the secondary niarket for cash by way of an auction or a fixed-price tender offer.

'"Trading Day": A day on which contracts can be executed on the DETSs as defined by relevant DETS.

2.8

2,(

2

2. THE OBLIGATIONS OF THE PRIMARY DEALERS

2.1 The Primary Dealer is obliged to participate in the Auctions of Czech Government Bonds
organized by the Czech National Bank on behalf of the Ministry of Finance and submit bids of
investors except in case of force niajeure.

2.2 The Primary Dealer is obliged to purchase (in aggregate) not less than 3% of the total adjusted
face value ofCzech Governn7ent Bonds sold in Auctions, including Non-competitive Parts, within
four consecutive Evaluation Periods provided that the Primaty Dealer acts as a member of the
Primary Dealer Group during all four consecutive Evaluation Periods, otherwise such a rule shall
be used accordingly, The total adjusted face value takes into account different weights for
cumncies in which Czech Government Bonds are denominated.

2.3 If the Pňniary Dealer docs not act as a member of the Priniary Dealer Group during all four
consecutive Eváluation Periods, he is obliged to purchase not less than 3% of the total adjusted
face value ofCzech Government Bonds sold in Auctions, including Non-competitive Parts, within
a period starting the day he was selected as a member of the Pňmary Dealer Group and ending
30 October. After that period ends, conditions pursuant to article 2.2 are applied.

-4 - Ĺ
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Auction
. , , , ,2,4 The Primary Dealer is obliged to be system parúcipant and act as a market maker at least on one

of the chosen DETS, act in accordänce with its maŕket rules and financial market regulations,
'r four l comply with the Quoting Obligations, and to contribute on best ehbrt basis to the liquidity ofthe

Secondary Market Trading of the Czech Government Bonds.
t

l 2.5 If the Primary Dealer fails to coniply with the obligation referred to in articles 2.2 (or 2.3 asCzech ' the case may be) and 2,4 the Ministry of Finance shall bring that fact to the attention of the
PrĹmary Dealer. This warning is not subject of any publicity to other members of the Primaiy
Dealer Group. Ifthe Primary Dealer achieves particular obligation within next Evaluation Period

have the warning is automaticaňy cancdled. If not, the second warning is sent to the Primaíy Dealer.
|ic, lfthe envisaged compliance is not realised within next Evaluation Period, the Ministry of Finance

has the right to terminate this Agreement with immediate effect. The Ministty of Finance shall
ities inform the Primary Dealer without delay.

2.6 The Primary Dealer is obliged to be an active counte'pa'ty to the Ministry of Finance's debt
of issuance activities.

2.7 The Primary Dealer is obliged to actively assist the Minisuy of Finance in the Buy-Backs or
Exdíanges in line with the request of the Ministry of Finance sent to the Primary Dealer,

'at especidly by providing ptice guidänce and information on the offered terms ofthe Buy-Backs or
'h Exchanges to the bond holders.
:í 2.8 The Primary Dealer is obliged to display a good code of conduct in the clearing and settlement of

the trades with Czech Government Securities as weň as in other operations concluded with the
l Ministry of Finänce, with a view to minimising failed ttansactións.

2.9 The Pňmaiy Dealer is obliged to report to the Ministry of Finance as specified in the Section 7 of
the Agreement.

2.10 The Primary Dealer is obliged to observe and follow all of the applicable laws, statutes and
regulations imposing any and all of the selling restrictions for sale of the Czech Government
Securities in any country where they are placed or sold by the Primary Dealer.

2.11 The Primary Dealer is not allowed to negatively comment on activities ofthe Minist'y ofFinance
based on unsubstantiated information or speculation. The Primary Dealer is also obliged to
actively proniote the Czech Govemment Securities market by adequate analysis, research and
publications and seek placement of Czech Govemment Securities with end investors.

2,12 The Primary Dealer is obliged to allocate and maintain sufňcient resources in terms of human
resources, ňnancial situation md organisation of its syndicate desk, trading and sales forces to
support efňcient priniary and secondaty market for Czech Govemment Securities.

2.13 The Primary Dealer is obliged to niäntain the highest standards in the financial business practice
consistent with the Ministty of Finance's objective to achieve orderly, efťicient and liquid Czech
Govemment Securities market.

2,14 It should be understood by dl Primary Dealers recognised by the Ministry of Finance, that they
act and participate in the níarket at their own risk and that the Ministry of Finance shall not be
responsible in any manner for the decisions of any participant in the maŕket and in particular for
any losses, direct or indirect, arising m relation to any transaction enteíed intO by such
panicipants.

2.15 The Primary Dealer shall treat all nonpublic information received fřom the Ministry of Finance
and in particular information Mating to transactions and outstanding positiOns cQnfidentially. The
Primary Dealer shall not sham this confidential information with any third party unless required
to do so by applicable law, a court order or by this document.

2.16 The Primäry Dealer is obliged to actively participate in CZK and EUR Repurchase Agreements,
including cross-cumncy Repurchase Agreements, and operate as an active counterparty to the
Ministry of Finance.

5 m



The Czech Repub]ic - Ministry of Finance KomerČní banka, a.s. and Société Générale 1h¢

3. THE PRIVILEGES OF THE PRIMARY DEALERS
3.11

3.1 The Primary Deakr has the exclusive right to čany md use the title of ,J'rimary Dealer in CZech
Government Š'ecurih'es"'.

3.2 The Priniary Dealer is entitled to submission of bids at the Auctions including paňicipation in the
Non-competitive Parts. ', i. .

3,3 The Primary Dealer lias the exclusive right to participabe in the Non-competitive Parts for Czech gÁ
áGovernment Securities denominated in CZK in accordänce with the rules deňned in the Auction '"

Rules. '3.,14"
3.4 The Primary Dealer has the exclusive' right to directly participate in the syndicated Czech

Government Bond public offerings issued under tlie Czech law and right to participate in the
syndicated Czech Government Bond public offerings issued under other law as long as it is
selected by the Ministry of Finance based on the Performance Eváluation of Primary Dealers as
deňned in the Section 6 ofthe Agreement and other objective criteria afňnning Primary Dealer's 3.!
capacity and credentials on particular maŕket including Primary Dealer's standing in league table
on the relevant market based on data provided by Dealogic Limited, when applicable. The basic
terms for any of such tiansaction are stipulated in the Jěrn1sf)rMimst/y Q/'Finance Synd/ca/ed
Public Oferings" as defined in the Annex IV of the Agreement.

3.5 The Pňmäry Dealer has the right to submit offers for private placement transactions as set out by
the Ministry of Finance as stipulated in the .,Terms,for Ministry ofF/nance Private Placements" 3
as defined in the Annex V of the Agreement.

3.6 The Primary Dealer or an applicant to become a new niember of the Primary Dealer Group has
the right to participate in Tap ISsuance, Buy-Backs or Exchanges as stipulated in the ,,Terms for
Minist'y qfFinance Tap Issuances, Buy-Backs and Ecchanges" as deňned in the Annex II ofĹhe
Agreement.

3.7 The Průnaíy Dealer with whom the Ministry of Finance may enter into an Global Master
Repurchase Agreement', Global Master Securities Lending Agreement' or Master Agreement for
Financial Transactions concluded only in Czech language as Rámcová smlouva q Qbchodováni
na ./ínančním trhu' has the right to participate in Repurchase Agmenients, Lending Facilities,
Buy-Backs, Tap Issuance or Exchanges and be counterpaňy in transäctions related to the
Government Asset Funds.

3.8 The Primary Dealer with whom the Ministry of Finance may enter into an ISDA Master
Agreement' or Master Agreement for Financial Transactions concluded only in Czech language
as Rámcová smlouva o obchodováni na ,finančním írhu has the tight to be asked for price
indication in transactions with financial derivatives in the event that the Ministty of Finance
would conduct derivative transactions. All derivative transactions will be documented under an
ISDA Master Agreement or Master Agreement for Financial Transactions concluded only in
Czěch language as Rámcová smlouva o obchodováni na jínančn/m trhu with the Ministry of

F

l

'D

Finance.
3.9 The Primarv Dealer has the right to use the Lending Facilities set up by the Ministry of Finance

as stipulated in the Jěrms for Minist'y qfF"inance Lending Facilities" as defined in the Annex
III of the Agreement with a ptupose to improve market efňciencv.

3,10 The Primary Dealer is the prefered pany dong with Recognized Dealers for concluding other
financid tmnsactions deňned by the Ministry of Finance.

' In case that an exception.ú and unforeseen event occurs. espccially when Crisis Act is applied, the Ministry of
Finance reserves the right to mandate otherfinancial institutions outside the Primaiy Dealer Group as wdl.
' According to lnterantional Capital Market Association atd The Bond Market Association standard.
' According to lntemationd Securiúes Lending Association.
" According to Czcch Banking Assicitation standard.
' According to Intcrmtiond Swaps and Derivatives Association. Inc. standard.
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3.11 The Primary Dealer has the right to receive a commission for services supplied as agneed
separately prior to the tíansaction between the Ministry of Finance and the Primary Dealer Group
depending on the type of the tmnsäction.

3.12 The Primasy Dealer has the exclusive right to participate in the Primary Dealer Committee as
described in the Section 9 of the Agreement,

3.13 The Priniaty Deder has the exclusive right to have a representative in the DETS Commttee as
long as it is participant of the particular DETS.

3.14 The Priniary Dealer has the right to advise and discuss with Debt and Financial Assets
Management Department of the Ministry of Finance estimates of the Czech Republic borrowing
needs and issuance planning, introduction of new financid instruments, sdection of issuing and
Buy-Backs or Exchanges methods, operating Mes, choice of markets for primary market
transactions and developments in government debt markets änd issuance activities,

3,15 The Primary Dealer has the exclusive right to select by decision taken by the Primary Dealers in
a Pňmäry Dealer Committee meeting an electronic platform or electronic platforms as DETS
fřom a list ofelectronic trading platfomis fůlfilling the selection criteria set jointly by the Ministry
of Finance and Primary Dealer Gwup as deňned in Section 4 ofthe Agreement. Primary Dealer
l and Primary Dealer 2 act as one member of Prirnaiy Dealer Group and shall have one vote
together in the Priniary Dealer Committee.

3.16 The ränking achieved in the last Performance Evaluation might be taken into consideration within
the exclusive rights or preferences for Primary Dealers.

4. THE CHOICE OF THE DESIGNATED ELECTRONIC TRADING PLATFORM(S)

4.1 The choice of DETS for trading with the Czech Government Bonds on which the Primary Dealer
coniplies with Quoting Obligations is based on the decision made by the Priniary' Dealers in a
Primaty Dealer Committee meeting on selection ofelectronic platform(s) fřom a list of electronic
trading platforms following selection cňteria jointly set by the Ministry of Finance and Primáty
Deders.

4.2 In orderto be considered eligible, a DETS must:

a) be a regulated nmíket,
b) offer equal and Eúr access to all Primary Dealers fiu: of membership fee for market takers,

and the tränsaction fees charged to market takers may not be prohibitively high,
C) communicate its fee schedule to the Ministrý of Finance,

d) agree to follow the guidelines set by the Primáty Dealer Comniittee in order to ensure that
the platfomi technically enables Pňniäry Dealers to comply with their Quoting Obligations,

e) make public currěnt bid and offer prices and the depťh of trading interests at those prices
which are advertised through its system on a continuous basis during normal trading hours,
on reasonable commercial terms to all märket participants and fřee of chaige to the Ministry
of Finance,

f) provide the Ministry of Finance with märket statistics on daily quoting performances and
concluded trades, and other data requiíed by the Ministry of Finance for the purpose of
monitoring the market, as well as data suitable for monitoring Primary Dealers" compliance
with Quoting ObligMions as defined in the Section 5 of the Agreement md subsequent
evaluation of Pňmary Dealers as defined in the Section 6 of thc Agreement,

g) enable settlement oftrades through CDCP and

h) be selected by a simple niajority of Primary Dealers.
4.3 A selected DETS keeps its status for a period of two years and its status is reviewed evety two

years in accordance with the aforementioned procedure.

7
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4.4 The DETS representative must send an application to the Ministrv of Finance stating that it fulfils Pc ,
the above criteria and the Ministry of Finance consecutively evaluates apphcations PLlrsL|arlt to Pc .
above mentioned conditions.

6,5
in

5. QUOTING OBLIGATIONS
6,6 A

5,1 Primary Dealer is obliged to be an active market-maker of the secondary market for Czech ,
Government Bonds and to fiilfil Quoting Obligations as set by the Ministry of Finance after !
consultation with the Primary Dealer Group. '

5,2 PIin]ary Dealer is obliged to act as an active market-maker on one of the chosen DETS.
The choice of DETS where the quoting is peďormed lies with each Primary Dealer.

5.3 Primary Dealer can quote a part of their allocated Czech Government Bonds on one DETS and 7.1 '
another part(s) on one or more other DETS(s).

5.4 Primary Dealer will be considered to have complied with its daily Quoting Obligations regarding
a specific Czech Government Bond only if it has complied with it on one or niore DETS(s).

5.5 Primary Dealer commits to comply with the internal regulations of each and every selected DETS
on which they quote prices. 7.2

5,6 Primary Dealer is encoumged to participate as market takers on all selected DETS(s).
5.7 Průnary Dealer has hlňlled its Quoting Obligations for the Evaluation Period as long as its

Monthly Compliance Ratio for each month of the Evaluation Period reaches at least 90% as
defined in Annex VI ofthe Agreement.

5.8 Monthly Compliance Ratio is cálculated as a simple average of the Daily Compliance Ratios. 1.3
5,9 Daily Compliänce Ratio is cdculated with regard to particular Czech Govemnient Bond as long

as a quoted spread is equd or lower than Market Competitive Spread during five hours of 7,.
quotations with the lowest spread during a Trading Day as defined in the Annex VI of the
Agreement.

5.10 Primaíy Dealer's compliance with its Quoting Obligations is monitored by the Ministíy of
Finance on the basis ofreports submitted dailyto the Ministry ofFinance by the selected DETS(s).

5.11 Primary Dealer will be informed on its compliance with Quoting Obligations by the Ministry of
Finance on demand on a daily or monthly basis,

5.12 In case oftechnical issues regarding the fůlMhnent of quoting obligations on selected DETS, the IĎ
Pňmaty Dealer is obliged to infomi the Ministry of Finance on the given fáct without any delay
and the Ministry of Finance may take it into account in daily compliance ratio calculation.

6. EVALUATION OF MEMBERS OF PRIMARY DEALER GROUP

6.1 The Perfomance Evaluation of each member of Ptiniary Dealer Group is based on APEJ
cajculacted for last four consecutive Evaluation Periods.

6,2 The composition and the calculation of the APEI is outlined in the Annex I of the Agreement.
This methodology can be modified based on decision of the Ministry of Finance after
the consultation with the Primaly Dealer Group in the Primary Dealer Committee meetings.

6.3 If the Priniary Dealer fáils to comply with the obligation referred to in article 7.3 of the
Agreement, he may be excluded from the Performance Evaluation defined in this Section of the
Agreement in the respective Evaluation Period.

6.4 If during Evaluation Period the Primary Dealer demonstrates lowered credibility, i.e. any delay
in settlement or payn1ent the APEI in respective Evaluation Period will be reduced in the range
fřom O to 10 points: In case of maj"or breach of payment discipline he may be excluded fřom the

- 8 -
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t it fů]fíls performance Evduation defined in this Section of the Agreement in the respective Evaluation
!suant to Period.

6.5 The Perfomance Evaluations are communicated to each member of Primary Dealer Group
individually, including the value of APEL

6,6 A list of five best-performing members of Primary Dealer Group is published within the regular
Czech Debt Portfolio Management Quarterly Report and The Czech Republic Government Debt

e after Management Annual Report published in the month following the end of Evduation Period and
in February respectively on the website ofthe Ministry of Finance.

'ETS.
7. REPORTING OF TRANSACTIONS
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7.1 The Primmy Dealer undertakes to provide information on completed tmnsactions, tmnsaction
volumes, instituúonal as well as geographical structure and such other information with respect
to primaiy and secondary market transactions with Czech Government Bonds requested by
the Ministry of Finance and/or my competent maŕket authority and/or binding regulation
provided that the Primary Dealer is not prohibited to submit such information by law, other
binding regulations or contractual agreement with investors.

7.2 The Primary Dealer sháll submit quarterly to the Ministry of Finance a report on its activity
structured according to the European harmonized reporting fomiat, following the guidelines
outlined on the website ofthe relevant Economic and Financial Committee (EFC) Sub-Committee
on EU Sovereign Debt Markets in cooperation with the Association for Financial Maŕkets in
Europe.

7.3 The data referred to in the article 7.2 is to be tmnsmitted dectronicd1y to the Ministry of Finance.
The data is to be received no later than twenty calendar days after the last day of the quarter to
which they relate.

7,4 On request by the Ministry of Finance, the Pňmarv Dealer shall provide additional information,
not included in the reporting format defined in ttie article 7.2 and 7.3, such as specification of
individual investors of the Czech Government Bonds in the primary maŕket jmvided that
the Primary Dealer has obtained such information in the course of participating in a primary
market transaction and that the Primary Dealer is not prohibited to submit such information by
law, other binding regulations and submitting such information is not against market practice. All
information on individud investors obtained from Primary Dealeis will be treated by Ministry of
Finance as confidentid infomiation and will be used ody for internal analysis.

7.5 If requested by the Ministry of Finance, Primary Dealer will co-operate in an audit ofthese reports
and infonnation mentioned in article 7.2, 7.3 and 7.4 provided that any such cooperation is not
subject to any restrictions or limitations to its ability to cooperate that arise by virtue of the
Primary Dealers internal policies negulatoty, statutory or other requirements (as determined by
the Primary Dealer in its sole discretion).

7.6 The Ministry of Finance equally informs the Primary Dealers of any topics or projects in respect
of which it anticipates receiving fŕom the Primary Dealers specific support in terms of research
and advise.

7.7 The Ministry of Finance shall treat information provided by Primary Dealers confidentially.
The Ministry of Finance shall only publish or make public information at the level of aggregated
statistics. The Ministry of Finance has. however, the right to publish rankings of members of the
Primary Dealer Group according to the APEL

8. SELECTION OF THE PRIMARY DEALER GROUP

8.1 An applicant to become amemberofthe Primary Dealer Group shall submit awňtten application.
8.2 The Ministry of Finance selects members of Priniary Dealer Group for annual periods, starting

l January and ending 3 l December, All periods shall be annual periods. The selection is notified
-9-
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mto Primary Dealers on 30 November each year at the latest. The Ministry of Finance reserves th
right to define the number of members of the Primary Dealer Group as well as the proponiou
between resident and non-resident members of Primary Dealer Group.

8.3 Only the following entities may become members of the Prin)an' Dealer Group:
a) a bank with a banking licence granted pumiant to Article 4 of Act No. 21/1992 Coll.,

Banking Act, as mended (hereinafter referred to as the "Banking Act "), which On the basis
of this licence is authorised to provide investment services pursuant to Article 4 (2) a) to C)
and e) of Act No. 256/2004 Coll., Capital Market Act (hercinafter referred to as the "'CäpiQ
Market Act"),

b) a branch of foreign bank with a banking Licence granted pursuant to Article 5 ofthe Banking 8,5
Act, which on the basis ofthis licence is authorised to provide investment services puísuant
to Article 4 (2) a) to C) and e) ofthe Capital Market Act;

C) a foreign entity having its registered ofňce in another member state of the European Union,
which on the basis of the single licence pursuant to Article Sc et seq. of the Banking Act is $,5
authoňsed to perform activities pursuant to Article 5d d) and g) of item 4 ofthe Banking Act
on the terňtory of the Czech Republic,

d) a securities dealer pursuant to Article 5 of the Capital Market Act which is authórised to
provide investment services pursuant to Article 4 (2) a) to C) and e) of the Capital Market
Act,

e) afot'eign entity pnoviding in accordance with Article 28 ofthe C@itď Market Act investment
services pursuant to Article 4 (2) a) to C) and e) ofthe Capital Market Act through its branch,

f) a foreign entity having its registered omce in another member state of the European Union,
which is authorised on the basis of the single licence pursuant to Articles 24 and 25 of
the Capital Market Act to provide investment services pursuant to Article 4 (2) a) to C) and '
e) of the Capital Maŕket Act on the territQTy of the Czech Republic,

g) a foreign entity having its registered ofžice in another member statě of the European Union,
which is a bank, bank's branch, securities dealer or secuňties dealer's branch, and which is
authorised to provide investment services pursuant to Article 4 (2) a) to C) and e) of the
C@itď Market Act on the territory of a member state of the European Union.

h) an entity authorised by the United Kingdom Prudential Regulation Authority and regulated
by the United Kingdom Financial Conduct Authority and the Prudential Regulation
Authority (or any successor bodies) to perfom regulated activities including at least: (i)
dealing in investments as principal: (ii) deding in investments as tjgent: (iii) arranging
(bringing about) deals in investments; and (iv) advising on investments,

C
.

0

8.4 An applicant to beconw a member of the Primaiy Dealer Group is tequired to fiilfil the folbwing
cňteria at the time of submitting the application:

a) tQ be a member of a group where entities act as primary or recognized dealer (or to have a
similar fůnction) for at least three other European Union member states at the sme time
(applicable to non-resident institutions),

b) to have high level of management and depth and experience, dealing capability as well as
proven geographic and insútutional distribution capacity,

C) in the 6 months period preceding to the submission of the application it has participated,
through one Or more members of Primary Dealer Group, in Auctions and has subscribed for
at least 3% of the total adiusted fáče value of Czech Government Bonds allocated in Uris
period by the Ministry of Finänce,

d) to be an active DETS participant, i.e. to comply with the Quoting Obligations, for a period
of 6 months at least preceding to the submission ofthe application and to havě a past record
of active secondary trading ofthe Czech Government Bonds,
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e) to prove a record of support of the Czech Government Securities market and promotion of
the Czech Government Securities by adequate analysis, research and publicatiôns,

f) in the opinion of the Ministry of Finance, shall maintain sufňcient resources in temis of
human resources, ňnanciaj situation and such organization of its syndicate desk, trading md
sales forces to support efžicient pňmary and secondary market of Czech Government
Securities,

g) in the opinion of the Ministry of Finance, shall maintain the highest standards in financial
business practice, consistent with the Ministry of Finance's ohie¢tive of achieving orderly,
effiaent md liquid Czech Government Securities market.

8,5 The Priniaty Dealers are selected by the Ministry of Finance fhm the present Primary Dealer
Group md from other institutions the Ministry of Finance might decide to consider. The selection
will be based On Performance Evaluation defined in the Section 6 of the Agrěement, the criteria
stipulated in this section and other criteňa the Ministry of Finance might consider relevant.

8.6 The Ministry ofFinance is also entitled to replace any of the existing Primary Dealers who niight
resign in accordance with Section 12 herein during the time of valid]ty of the Agreement by a
new member of the Priniary Deáler Group selected based on cňteria set in this section,

9. PRIMARY DEALER COMMITTEE

9.1 The Primaiy Deáler Group, the Ministry of Finance and the Czech National Bank shall form
a committeě with the aim to ensure emcient md smooth transaction of the Czech Government
Securities markets and to provide a forum for exchange of information, consultations on primary
and secondary market organization, poliaes and resolving of isSues that might arise with regard
to implementation of provisions of the Agreement.

9,2 Each Pňmary Dealer shall appoint one its representative. Pňmaiy Dealer l and Primary Dealer 2
shall have one vote together.

9.3 The Ministíy of Finänce shall qppoint two its representatives, one of them shall act as
a chairperson of the committee and the other one shall act as a secretary of the committee.

9.4 The Czech National Bank shall appoint two representatives.
9.5 If any of the appointed tep'esentatives (conmnttee members) is unable to attend the con1n1lttee

měeting he or she may be replaced by a deputy member for such specific nieeting as specified by
written notice of the respective entity sent to the Minisúy of Finance well in advance.

9.6 Regular meetings of the committee shall be convened at least once a hajE usually 14 calendar
days preceding date of publishing issuance calendars for the forthcoming month änd roughly a
month before new Evduation Period starts.

9.7 Meetings shall be called at the lnltiative of the chaitperson or when a hálf of the committee
members appointed by Primary Dealeo requests a meeting to consider a specific matter.

10. NOTICES

Each conimunication to be mäde hereunder shall, unless stated otherwise, be made in writing by letter,
telefax or e-níail to the addresses and telefax number (S) as defined bellow.

- l l -
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11. GOVERNING LAW AND JURISDICTION 0
11.1 The Agreement shall be governed by and construed in accordance with the Czech law. This rule

applies to all and every dispute that may arise out ofthe Agreement and ofthe relation established
by the Agreement.

11.2 If any dispute may arise between the parties hereto in connection with the Agwement, the parties
will seek an agreement to resolve it between themselves first. In a case that the agreement to
resolvě such dispute cannot be reached, the parties hereby submit to the .jurisdiction of the courts
of the Czech Republic. The parties agree that the competent court to have exclusive jurisdiction
to settle my such dispute shall be The Municipal Court in Praglle.

12. ENTRY INTO FORCE AND TERMINATION OF THE AGREEMENT

12.1 The Agreement is valid and enters into force on the date of its exccution and expires on
31 December 2024.

12.2 The validity and the effectiveness of the Agreement may be unilaterdly and repeatedly extended
by the Ministry of Finance for periods of one year. until 31 December of ťhe following calendar
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year, based on the written notice fíom the Ministry of Finance sent to Ůte Priniary Dealer by no
later than 3 l December of respective year.

12,3 The Primary Dealer may terminate its participation in the Agreement by giving not less than 30-
day written notice sent by registered letter to the Ministry of Finance, The 30-day notice period
begins on the first day of the calendar month following the day of delivery of the notice, This
Agreement will remain in place between the Ministry of Finance and the remaining Primary
Dealer.

12.4 The Ministly of Finance may terminate the Agreement at any time by giving a not less than 30
days written notice of temiination to the Primary Dealer. The 30-day notice period begins on
the calendar day following the day of the delivery ofthe notice.

12.5 The Agreement has been executed in six ¢ountelparts, three in Czech and three in English
language. Each of the counterpaňies of the Agreement shall recieve two counterparts, one in
Czech and one in English language. Each of the executed counteiparts shall be deemed an
original. In case of any discrepancy or inconsistency between the Czech and English language
version, the English version shall prevail.

12.6 The Ministry ofFinance pledges to keep the Auction Rules in accord with this Agreement. Where
provisions of the Agreement are in conflict with the Auction Rules, provisions of Auction Rules
shall prevail.

12.7 The Annexes attached hereto form unseparable part of the Agreement. The Agreement has
following Annexes:

a) Annex I: Pěrformance Eváluation of Primary Dealers
b) Annex II: Terms for Ministry of Finance Tap Issuances, Buy-Backs and Exchanges
C) Annex III: Temis for Ministry of Finance Lending Facilities

d) Annex IV: Terms for Minimy of Finance Syndicated Public Offerings

e) Annex V: Terms for Ministry of Finance Private Placements
f) Annex VI: Evaluation of Quoting Obligations

g) Annex VII: Contact List
12.8 Changes and amendments to Annexes I-VI to the Agreement are subject to agreement between

the Ministry of Finance and the Primary Dealer Group and do not require that this Agreement is
mended by written amendment. Changes and amendments to Annex VIl to the Agreement are
made by written notice to the other counte'party0
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Annex I: Performance Evaluation of Prim ary Dealers

Evaluation Framework

)'
)

The privilege of being a Prirnaiy Dealer in Czech Government Securities is garanted to market
participants subject to their compliance with the Primary Dealers' obligations. The Primary Dealers'
peifomance is evaluated based on APEI on a quarterly basis. In order to provide global and objective
assessment sevetál criteria ate considered. The structure of scoring process is outlined
in the pelfom?ance evaluation tree below. The performance of the Primary Dealer will be masurůd and

j calculated on m aggregate basis.
K

The composition and calculation ofthe cňteriais discussed and disclosed to the Primary Dealers to avoid
speculative statistical optimization on the side of Pnmary Dealers which may not be an optimal strategy
for any participating party.

The maximum score Primary Dealer can achieve is 100 points. The scone is calculated based on relative
perfonnance. The most successfůl Pňmäry Dealer in a particular sub-criteňon is assigned the maximum
nuniber of points. The others Primary Dealers are allocated points proportionally to the perfomiance of
the winner. Score is then aggregated over the grid of sub-criteria and Primary Dealers am ranked in the
descending order based on the number ofpoints:

N
APEI, = Z X, [h (f::;))]

C=1

where N is number of sub-cňteri& APEIĺ stands for the total score of i-th Primary Dealer (PDi)
in the Evduation Period, fůnction.ftakes maxinium Or niinimum value fŕoni the set of Primary Dealer"s
results in each sub-criteňon depending on the tanking order. Function h niakes the inverse ofthe fíaction
if the ranking order is ascending. In case of the descending order the fůnction makes the fraction power
to one for the set of all results different fřom zero. The sum is over all sub-criteria of evaluated criteria
and x, is maximum score in c"th sub-criterion.

Weights within the performänce eváluation tree are assigned in a two-step process. First, the total
number of points is distributed to reflect the relative importmce of critěrion. FOllowing the current
practice in other developed markets, Ministry of Finance gives increasing weight to the secondary
matket criterion. Second, the number of points for each criteňon is allocated mong related sub-criteria
in the way matching the importance for evaluation process.

l
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Figure l: Performance Evaluation Tree
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A, primary Market Participation

j; Auctions am the main source of fůnding and Ministry of Finance evaluates the quantity and quality of
pňn1ajy Dealers' contiibution to satisfý financing needs on the basis of five sub-criteňa. The maximum

l score for pňmary market parúcipation is 55 points.

A.l Pnman' Auctions Share - Goyernment Bonds (PAS)

The niaximum number of points in this sub-criterion is assigned to the Prirnary Dealer underwriting the
lařgest share of successfůl bids in Auctions of Czech Government Bonds in the Evaluation Period. To
ensure comparable figures among di±rent AuctiOns in the Evaluation Period, niärket sham is duíation
weighted". The Ministry of Finance may also use dWerent weights for Czech Govemment Bonds
denominated in locál currency and Czech Government Bonds denominated in foreign currencies
to support Primary Dealers' participation in foreign currency financing operations on Czech
Government Bond primary market.

W/D/GBĺj
PAS' = E:~, W,Ĺ'j EĹ', GB,,,

where K denotes nuníber of Auctions of Czech Government Bonds in the Evaluation Period, I'D is
number of Primary Dealers, Wj denotes the weight based on currency of Czech Govemment Bond
offered in j-th Auction, Dj is duration of Czech Government Bonds in j-th Auction and GB1,/ is CZK
equivalent of the nominal amount of Czech Government Bond subscribed by l-th Primary Deáler inj-th
Auction.

The maximum score for this sub-cíiterion is 30 points. Within this sub-criterion, the Ministry of Finance
reserves the right to apply a negative penalty of l point for each settlement failure during the Evaluation
Period caused by inaction or lack of cooperation on the part of the Primaiy Dealer.

A.2 Dependabilin' (DEP)

)
The ratio of successfůl bids to total bids submitted shows whether the Priniary Dealer is committed to
acquire the Czěch Government Bonds or just seeking the opportunity for shon-těmi profit. Thus,
Primary Dealer with the highest ratio scores maximum in this sub-criterion.

E:=, Wjbíd,,,j
DEP' = Wi(bid,,,,j + bidN,,j)

where K denotes number of Auctions ofCzech Government Bonds in the Evaluation Period, Wj denotes
the weight based on currency of Czech Government Bond offend in j-th Auction, bids,tj is CZK
equivdent of the total noniinal amount of successfůl bids submitted by i-th Primary Dealer at the
competitive part of the j-th Auction and bidN,Ĺj is CZK equivalent of the total nominal aľnQunt of bids
submitted by i-th Primwy Dealer at the competitive part of thej'th Auction which were not accepted by
the Ministry of Finance,

The maximum scofu for this sub-criteňon is 5 points.

' Dutatión of security or book<ntiy security in all calculations is considered as a time to matutity of the security
or book-emly security relevant to the trade settlenient date.
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A.3 Auction Pr/c/ng Snutegy (Al'S)

This sub-criterion evaluates pricing strategy of Primary Dealers. Ministn" of Finance aPPreciat¢s
Primary Dealers willing to pay highest nominál amount, duration and currency weighted price in tt\¢
Auction of Czech Government Bonds. Primary Dealer with the highest non]lrla] aniount. dumtioň and
currency weighted price Scorěs maximum.

K L(,/

APS, = Z w,d,Z q,,,,,max{P,,,, Aj;o)
/=1 lw1

where K denotes number ofAuctions of Czech Government Bonds in the Evaluation Period. Wj denot¢s
the weight based on currency of Czech Government Bond offěred in j-th Auction. Dj is duration of
Czech Government Bond inj-th Auction, Lt,/ is nuniber of all bids submitted by i-th Priniarv Dealer at '
the competitive part of the j4h Auction, ql,i,j is the ratio of l-th bid nominal aniount submitted by l-th
Primary Dealer inj-th Auction to total noniind amount sold at the conipetitive part inj-th Auction, Pl,1,/
is price of l-th bid submitted by l-th PIimary Deder at the competitive part ofj"th Auction and Pi is the
avarage price inj-th Auction.
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The maximum score for this sub-criterion is 5 points.

A.4 Auction Participation (PAR)

l

Regular participation in Auctions of Czech Government Bonds is one of the key qualities of Primary
Dealers. A Primary Dealer performs better when he can be relied upon. Primary Dealer with the highest
regular participation figure scores nľaximun1:

E:-1"j"Ĺj
PAR' = E:~,w/

thPň'
miniľ

The

B.2

where K denotes number of Auctions ofCzech Government Bonds in the Evaluation Period, Wj děnotes
the weight based on currency of Czech Government Bond offered in j-th Auction, ni,j equals l if i4h
Primary Dealer bought more than l % of the totál nominal amount sold at the competitive part ofj4h
Auction, otherwise ni,/ equals O.

The maximum score for this sub-cňteiion is 5 points.

n
of
É

A.5 Primary Auctions Share - Tkeasuty Bills (TBS)

The maximum number of points in this sub-cňterion is assigned to the Priniary Dealer underwriting the
largěst share of Treasury Bills during the Evaluation Period:

l
l
1|

TB,
TBS' = Ft?, TB,

where PD is number of Primary Dealers and TBí is the totd nominal amount of Czech Treasury Bills
subscribed by l-th Primary Dealer in Auctions of Treasury Bills during the Evaluation Period.

The nľaxilnum score for this sub-ciiterion is 10 points. Within this sub-cňterion, the Ministry of Finance
reserves the right to apply a negative penalty of l point for each settlement fáilure during the Evaluation
,Peňod caused by inaction or lack of cQoperation on the part of the Primaiy Dealer.
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Matket-n1aking and secondary niarket trading is perfomied on DETSS. The aim of the Ministry
of Finance is to build as transparent, liquid and deep secondary market for Czech Government Bonds as
possible. In order to achieve this goal, high quality of market-making is essential. Ministry of Finance
evaluates separately Primary Dealers activity on DETSS, the overall quality and structure of s¢¢ondaly
market activity and performance in Ministry of Finance direct transactions on secondäry market.
Ministry of Finance encourages Primary Dealers' activity on the secondary market leading to balanced

l geographic and lnstltutional distňbution of Czech Government Bonds. The maximum score forsecondary market participation is 45 points.

B, l Ouoting Obligations Performance on DETSs (M4O)
~ ·

Each Primary Deáler is obliged to perform niarket-making on one ofthe chosen DETSS. Compliance with
the Quoting Obligations is monitored by the Ministry of Finance on a monthly basis. Performance
Evaluation of Primary Deders compliance is calculated as simple sum of monthly compliance múos:

M

MMO, = Z MCRm,,
m=1

,,r

.

where Mis number ofmonths during the Evaluation Period, MCRm,i is Monthly Compliance Ratio of i-
th Primary Dealer in m-th month as defined in Annex VI of the Agreement. When MCRm,t fälls below a
minimum level, i.e. i-th Pňmaiy Deáler is thus not compliant for m-th month, MCRm,i equals O.

The maximum score for this sub-cňterion is 10 points.

B. 2 Qualitative Per/Ôrmance on DETS (QF1

The Ministry of Finance evaluates Primary Dealers qualitative performänce on DETSs with a goal
of achieving as liquid and deep secondary market as pQssible. Evaluated structure of qualitative
Ťfomiance includes quoted bid/offer spread, quoted size and quoting time given a following formula
or Quotation Factor (QF):

SQOB SQO,L SNQOB SNQf.l

Q" =" F :Š ::::,'°ônl'("opnŕ'-'o.n.')"('-a) Á E ::::,"En·'('"pnf'_'fpn.')
where a is the weight of Czech Government Bonds subjected to Quoting Obligations on the calculation
of,QF, SQOB is number of Czech Government Bonds subjected to Quoting Obligations on DETSs,
SNQOB is number of Czech Government Bonds not subjected tQ Quoting Obligations on DETSS, SQô,i
is number of quotations of o-th Czech Government Bond subjected to Quoting Obhgations on DETSs
submitted by i-th Primary Deder during best five hours in particular Trading Day, SNQf,i is number of
quotations ofj:th Czech Gověrnment Bond not subjected to Quoting Obligations on DETSs submitted
by i-th Primaíy Dealer during best five hours in particular Trading Day, D.,,, is duration ofthe particular
Czech GQvemnlent Bond in the n-th quotation, S.,n,t is bid/offer spread (in ticks) quoted by i-th Primary
Dealer for the particulär Czech Government Bond beginning at the time t.,n,t and ending at the time
ť-,n,, of n-th quotation of given Czech Government Bond and Y.,n,1 is CZK equivalent of the nominal
amount of the particular Czech Government Bond quoted by i-th PIiľnary Dealer beginning at the time
t,n,i and ending at the tinie t'.,n,í of n-th quotation of given Czech Government Bond. The Ministry of
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Iinance deems weighting of Czech Government Bonds subjected to Quoting Obhgations should di&r l foř evah
mm the weighting ofthe other Czech Govemnient Bonds quoted on DETS Fonnu a

The maximum score fór this sub-cňterion is 10 points.

B.3 Traded Volume on DETS (TVF)

It is in the interest of the Ministry of Finance that the secondaty market is as liquid and deep as possibk
not only in tcms of transacted volume but also with regard to number of transactions executed. The
Ministry of Finance evaluates contribution ofPňrnaíy Dealers to the liquidity ofthe doniestic secondary
market for Czech Government BOnds traded on DETSs using Ttaded Volume Factor (TYF):

K K
TYF, = YTP,,Z W/D/Vp,,,j + (l- Y)TA,, Z W/D/Va,ĺ,/

/=1 /=1

where YlS the weight fortrades with Czech Government Bonds when the Primary Dealer was a provider
of the executed quotation and its value is set at 70%, Tp,i is number of executed transactions on DETS
by i-th Primary Dealer when the Primary Dealer was a provider of the executed quotation during the
Evaluation Period, Ta,ĺ is number of executed transactions on DETS by i-th Primary Dealer when the
Priniary Dealer was a aggressor of the executed quotation during the Evaluation Period, K is number of
transaction of the traded Czech Govemment Bonds, Wj denotes the weight based on currency of Czech
Government Bond offered in j-th transaction, Oj is duration of Czech Government Bond on Trading
day in j-th transaction, Yp,t,j is traded CZK equivalent of the nominal amount on Czech Government
Bond in j-th transaction by i-th Primary Deakr when the Primary Dealěr was a provider ofthe executed
quotation and Yaáj is traded CZK equivalent of the nominal amount on Czech Government Bond in j-
th transaction by i-ůi Primäry Deáler when the Primary Dealer was an aggressor of the executed
quotation.

The maximum score for this sub-criterion is 5 points.

b. 4 Ministn' q/'F/nance Market 7ŕansactions (DMO)

Ministry of Finance evaluates its counterpatty offers and realized trades on secondary maŕket
transactions, i.c, depos, Repurchase Agreements, FX spots, FX forwards and FX swaps, Lending
Facilities, Tap Issuances, Buy-Backs or Exchanges. Primary Dealer is evaluated based on the duration
and currency weighted shane of its traded nominal amount on the total weighted nominal amount traded
during the Evaluation Period having Ministry of Finance as a counte'party in particular type of
instrumenl for the pulpose of this assessment, the durations of FX spots and FX forwards equal one,
The traded types of instruments are divided into four groups and each group has a weight assigned which
enters into calculation oftotal evaluation ofconcluded trades within the Evaluation Period ofa particular
Primary Dealer.
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The groups and assigned weights am:

l. Depos and Repurchase Agreements (50%),
2. FX spots, FX forwards and FX swap (30%),
3. Lending Facilities (10%),
4. Tap Issuances, Buy-Backs and Exchanges of Czech Government Securities (10%).
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when N denotes number of gmups of instrunient types, ú)h denQtes weight Qf h-th group of instrument
l types, PD is number of Priniary Dealers and V/,,j is the i-th Primary Dealer"s traded duration and

currency weighted CZK equivalent of the total nonnnaj aniount for h-th group of instrunient types in
the Evaluation Period.

The maximum score for this sub-cňterion is 15 points. Within this sub-criterion, the Ministty of Finance
reserves the right to apply a negative pěnalty of l point for each settlement failure during the Evaluation
Period caused by inaction orlack of cooperation on the part of the Priniary Dealer.

B,5 Tap Issuances, Buy-Backs and EJcchanges Pricing Štrategy (TPŠ)

This sub-criterion evaluates pricing strategy of Pňniaty Dealers. Ministry of Finance appreciates
Primary Dealers willing to pay highest nominal amount, duration and currency weighted price in the
Tap Issuances and Buy-Backs of Czech Government Securities. Whěn evaluáting the Exchanges, one
underlying leg ofthe transaction is evaluated as the Tap Issuance md the other as a Buy-Back. Primary
Dealer with the highest nominal amounl duration and currency weighted price scores maximum:

Kt Ltjj Kg Ln,tj
Yb 1!ĹiV'p','j + (l- W/DBj Z (max(Pg,t,(,/) - PR,l,(j)

TPS, = B W,DT,, Z (PTjá/ - ¶,',n('T./.(./)) E:.?"E:.':"Vt,ĺ,ĺj
,., ,., "' E,., E,., B.,,,,,l"

d where B denotes weight of Tap Issuances, K, denotes number of transactions, Wj denotes the weight
based on currency of Czech Govemment Bond offered in j-th transaction, D,,j denotes duration ofCzech
Govemment Bond in jAt transaction, Ĺ,,j,j' denotes number of bids submitted by i-th Prin7ary Dealer in
j-th transaction, PDj denotes number of Primary Dealers participating in j-th transaction, P,,u,1 denotes
l-th bid price submitted by i-th Primary Dealer in j-th transaction and Y,1,l/ denotes CZK equivalent
oftotal nominal amount of l-th bid submitted by i-th Prinmy Dealer in j-th transaction. Subscript T
mfers to Tap Issuances, B refěrs to Buy-Backs. The weight ofTap Issuances is set at 30°/o and the weight
of Buy-Backs is set at 70%. In case the Buy-Backs are not executed in the form of wversě auctioľL but
the Ministry of Finance is the provider Ofthe price ofBuy-Backs in Exchanges, the second addend of the
formula equals to zero.

The maximuni score for this sub-criteňon is 5 points.
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Annex II: Terms for Ministry of Finance Tap Issuances, Buy-Backs and Excllanges l

l The Ministry of Finance may consider Tap Issuances, Buy-Backs and Exchanges via dir '
paňicipation on the secóndaiy market via DETS as long as technical solution of DETS allows fo l
such transactions or via another suitábk platform (e.g. Refin]tiv FX Trading or Bloom
Terminal). Execution ofthese transactions via DETS is a preferred solution. These tľansactions 2
executed both to manage the refinancing risk and to support liquidity and efficiency of Seconµry,
market. As an example, in cases where a bond is extlaordinanlv squeezed a specml reopening is an
extrěmely powerfůl tool that can be utilized to restore normal trading conditions and suppott
secondaty market liquidity.

2 The Ministry of Finance may execute Tap Issuances, Buy-Backs or Exchanges anv Trading Day
10:00 a. m. - 12:00 p. m. md 2:00 p. m. - 4:00 p- m. (CET) on Trading Days when there is noAuction executed. If the Ministry of Finance decides to execute these transactions on other Trading \

Days or during different hours, it is obliged to inform Primary Dealers about its intention to execute
such transactions no later than at 4:00 p. m. (CET) on Trading Day one day before such transactions
aw intended to be executed.

3 The Ministry of Finance may execute transactions of a particular Czech Government Securities
pursuant to Article 2, of the Annex II usually during a week whěn Auction oftlie respective Czech
GOvernment Bonds is not executed.

4 The Ministry of Finance may consider Tap Issuances and Exchanges only with respect to Czech
Government Bonds that it holds in its own asset account. Furthemiore, the Ministry of Finance is
obliged to make holdings of its asset account public on its web site,

5 The Ministry of Finance reserves the right to cancel the Tap Issuances. Buy-Backs or Exchanges
within 15 minutes aRer the execution of transaction on DETS or another suitable platform in the
event of evident mistake, transaction is not matched with declared intention of the Ministry of
Finance or is considered as inädequate.

6 Primary Dealers are not állowed to submit bids or offers in relation to Tap Issuances, Buy-Backs or
Exchanges directly to the Ministry of Finance unless they ate asked to do so by the MiniStry of
Finance.

l

7 The Ministry ofFinance is not obliged to ask Primary Dealers to submit any bids or offers in relation
to Tap Issuances, Buy-Backs or Exchanges. The decision to ask Primary Deálets to submt any bids
or offers in relation to Tap Issuances, Buy-Backs or Exchanges is solely upon the Ministry of !
Financc.

8 Maximum volume of Tap Issuances" transactions is CZK 2,000 million per each Trading Day fo' l
all these transactions executed on that Träding Day. With regard to Tap Issuances of Czech
Government Bond with residual matuňty longer than 15 years, a higher amount based on discretion i
of the Ministry of Finance may be applied. '

9 Maximum volume of Buy-Backs' tíansactions is CZK 2,000 million per each Czech Government
Bond and CZK 6,000 million per each Trading Day for all these transactions executed on that
Trading Day.

10 Maunium volume of Exchanges' transactions is CZK 2,000 million per each Tmding Day forissued
bond via Exchanges executed on that Trading Day.

ll Priniary deakis may submt niaxirndly three bids or offers per issuance that is included in the Tap
Issuances, Buy-Backs or Exchanges.

12 The Minist'y of Finance reserves the right to change the terms for Tap Issuances, Buy-Backs, or
Exchanges flexibly if an exceptional and unforeseen event occurs, especially when the Crisis Act is
applied.
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Annex III: Terms for Ministry of Finance Lending Facilities
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l The Ministry of Finance may execute Lending Facilities via Refinitiv FX Trading, Bloomberg
Terminal or DETSS as long as technical solution of DETS allows for such transäctions.

2 The Lending Facihty applies to tlie CzeCh Government Bonds. The Ministry of Finance may
also provide short-term govemmcnt bonds if it holds them on its own asset account or
investment portfolio.

3 The Lending Facility is available to Pňmary Dealers in Czech Government Securities, who
comply with the obligation referred to in atticle 3.7.

4 In nomial market conditions the maximum face amount lending in Czech Government Bond
per transaction is CZK 1.5 billion. However, this limit may be raised in the event of abnormal
price formation on the Czech Govemment Bond market, if significant difference between
supply and demand ofthe particular Czech Govemment Bond persists or if an exceptional and
unfOreseen event occurs, especially when the Crisis Act is applied.

5 The Lending Faility is available as répo transactions and as loans ofsecurities. Piimary Dealers
borrow the Czech Government Bonds and the Ministry Qf Finance borrows CZK liquidity,
Czech Government Bonds, Treasury Bills or Czech National Bank Bills in ěxchange. The
Ministry of Finance has reserved the right to not apply collateral in loans of securities in the
event of overajl shortage of the Czech Govemment Bonds on the market. The rate at which the
Ministry of Finance bomws liquidity and lends Czech Government bonds shall be subject to
agreement between a particular Primary Dealer and the Ministry of Finance and shall be lower
than rate of reverse repo transactions in the same maturity and mount executed by the Ministry
of Finance with the same or another Priniary Dealer at the same moment. The fee at which the
Ministry of Finance lends Czech Government Bonds shall be subject to agreement between a
particular Primary Dealer and the Ministry of Finance,

6 The Czech Government Bonds may be borrowed fÓr a period up to 90 days, the demand for
lending facility mainly arises Koni the Priniary Dealer's side

7 Transactions may be made on Prague Trading Days between 8:00 a. m. and 4:00 p. m. (CET)
usually with agreed settlement one or two trading days later,

8 The Ministry of Finance has reserved the tight to make discretionary allocations if deemed
appropriate.

9 Usually no haircut is applied to the Ministry of Finances' Lending Facilities.

10 Settlement takes place as agreed between the particular member of the Primary Dealer Group
and the transactions are settled through the CDCP, Cleal$trean1/Eurôclear or another central
depositoty of which the Ministty of Finance is member.

ll If the Priniary Dealer fails in delivery of Government Bond borrowed within the Lending
Facilities, the Ministry of Financě reserves the right for the cost compensation.

12 In case the Ministry of Finance docs not poss¢$s Czech Govemment Bonds required by Primaiy
Deälerto borrow, die Lending Facility will not be used for that particular security.

13 The Ministry of Finance reserves the right not to enter into any such transaction if it finds it not
suitable.
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Annex IV: Terms for Ministry of Finance Syndicated Public Offerings

l The Ministry ofFinance may consider Syndicated Public Offering of Czech Govenmient Bonds. l
The Ministry of Finance has set out the below terms, subject to which it will enter into such
Syndicated Public Offeňng. For the avoidance of doubt, the Ministry of Finance reserves the
right not to enter into a transaction at its sole discretion and will not be responsible for any losses
that any dealer may incur as a result thereof.

2 These bonds will be sold to investors by ťhe group of Lead Managers, which will be selected l
for this purpose by the Ministry of Finance based on the Petfomance Evaluation of Primary ,
Dealers as defined in the Section 6 of the Agreement and other objective criteria aRirming
Primaly Dealer's capacity and credentials on particular market including Primaty Dealer's
standing in league table on the relevant niarket based on data provided by Dealogic Limited
when applicable,

3 The legal documentation for Syndicatěd Public Offering under the Czech law will consist of
Subscription Agreement only.

4 The Subscription Agreement and any non-contractual obligations arising out ofor in connection
with it shall be governed by, and shall be construed in accordance with, Czech law. All disputes
arising out of or in coňnection with the Subscription Agreement shall be resolved by the Czech
courts.

5 The Lead Manage's will cover all reasonable expenses associated with the offeiing, including
the legal counsels' fees, any Prague Stock Exchange listing fees and the expenses assocmted ,
with the marketing ofthe offering. By the Lead Managers to act as the lead managers in relation
to the issue ofthe bonds and to subscribe and pay for, or to procure subscriptions and payment
for, the bonds as píovided above, the Ministry of Finance may pay to the Lead Managers a
combined cQmnlission (comprising selling concession (if any) and management and
underwriting commission: the Commission) set as a percentage of the par value ofthe bonds.

6 The Ministry of Finance may sell and place the bonds issued subsequently during the issue
period or the additional issue period by any means as the Ministry of Finance may deem fit in
its sole discretion, induding by means of a direct saje to a specified Lead Manager or Lead
Managers in accordance with the Subcňption Agreement on the subscription and purchase of
the bonds, or by way of Auction of such bonds in accordance with the Auction Rules.

7 Each Lead Manager severally undertakes to indemnifý the Ministry of Finance, against any
liability, damages, cqsľ loss or expense (including, without limitation, legal fees, costs and
expenses) which it will incur, or which will be made against it as a result of or in relation to '
any failure by that Lead Manager, acting wilfůlly or grossly negligent.
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Annex V: Terms for Ministry of Finance Private Placements

l The Ministry of Finance may, fřom time to time, issue and sell bonds to investors in privately
placed transactions, These bonds will be sold to a single investor, or a ve'y limited number of
investors, originated on the basis of "reverse inquiry' fřom the investor comniunity rather than
being actively marketed by a bíoker dealer. The Ministry ofFinance has set out the below terms,
subject to which it will enter into such Private Placement ttansactions. For the avoidance of
doubt, the Ministry of Finance reserves the right not to entěr into a transaction at its sole
discretion and will not be responsible for any losses that any dealer may incur as a result thereof,

2 The Ministry of Finance will enter into Private Placement transactions only with Primary
Dealers in good standing. The Ministry of Finance reserves the right to enter into Private
Placement transactions on other markets than the CZK, EUR and USD markets with a broker
dealer outside the Primáty Dealer Group. With respect to the issuance on the CZK market, the
Ministry of Flnance will consider only tenor of 15 years or more.

3 If the same or similar Private Placement"s idea is presented by more than one broker dealer and
the Ministry of Finance decides to enter into this transaction, the broker dealer who is able
to provide the most fävourable conditions to the Ministry of Finance will be selected as
a counte'party ofthe Ministry of Finance, In case of the same conditions, the broker dealer who
presented the idea to the Ministly of Finance first (i. e. before the others) will be selected as a
countetparty of the Ministry of Finance. The Ministry of Finance shall also prefer the broker
dealer who is able to reveal a name of the lnvestor(s)¥

4 Ministry of Finance may publish annually, as a part of its Funding and Debt Management
Sttategy, a mäxhnum amount or proportion of its intematiónal fůnding target for the year which
can be raised via Private Placements. Tins target may be updatěd on a quarterly basis. Private
placement transactions will be executed in mininium size of CZK l billion equiválenl with no
stated maximuni, for CZK, EUR and USD, and no stated minimum for other currencies, and in
maturity longer than l yeär.

5 The Ministry of Finance will be open to executing Private Placement transactions in
any currency. lhespective of the currency of issue, the Ministry of Finance will only consider
transactions in which the relevant dealer is ready to enter into an associated swap which will
result in the Ministry of Finance's Cashflows being fůlly hedged into CZK or EUR for at least
first 10 years of life of the privately placed bond, The Ministry of Finance reserves the right not
to enter into such swap at its discretion. The Ministry of Finance will consider only swaps that
do not require the counteIpallies to enter into CSA or do not requite collateralization of the
position of either countetparty, unless the Ministry of Finance rules require otherwise.

6 The Minist'y of Finance will be Open to executing Private Placement transactions with
any coupon type. Irrespective of the structure of the coupon, the Ministry of Finance will only
consider transactions in which an associated swap is executed with the relevant dealer which
will msultin the Ministry ofFinance"s cashflows being fůlly hedged into vanilla fixed or floating
intewst rate.

7 The Ministry of Finance will consider all-in pricing as the key criterion for the execution of
Private Placeníent transactions. While the Ministíy of Finance may execute transactions in
vaňous structures, dl-in pricing will be assessed for the entire package, i. e. note plus
the associated swap which ňilly hedges the Ministry of Finance into vanilla fixed or floäting
interěst rate CZK or EUR fůnding.

8 All-in pricing will be the effective spread that the Ministry of Finance will pay, including all
fees and expenses related to the transaction, expressed in basis points over the mid-swap rate for
the rělevant mátuňty, converted into CZK or EUR. The Min]stly of Finance will consider, as a
'soft taiget', äny transactions which will, on an after-swap basis, provide fůnding at or inside
the offer side of Czech Government Bonds or its Eurobond secondary trading levěls
(interpolated or extrapolated, as required).
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9 Private placement transactions will be documented under the Ministrv of Finance"s EMTN l
progmmme or, as the case may be, under other type of standard documentation used in th¢ ,
relevant Private Placement market.

10 Private Placement transaction related costs have to be fůllv bom by the dealer, ]nc]udin8
Ministry of Finance's legal and other adviseŕs costs.

ll The Ministry of Finance's ohiective with respect to Private Placement transaction is to place the
bonds with buy-and-hold investors. The Ministry of Finance reserves the right to requirc Ůlě
dealer to disclose, prior the execution ofthe transaction, the identity of investor. including naníe,
type, country, and contact details, provided that the dealer is not prohibited to submit such
infomation by law, other binding regulations or contractual agreement with investors.
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Ea,¢h Priniary Dealer is obliged to quote Czech Government Bonds as selected by the Ministry of
Finance after consultation with Primary Dealers on the DETS. The Primary Dealer is compliant with
the Quoting Obligations with regard to a particular Czech Government Security subject to quoting
Qbligations (SQOB) as long as a quoted bid/offer spread on that sěcurity is equal to orlowerthan Maŕket
Competitive Spread during 5 hours of quotätions with lowest quoted bid/offer spread during a Träding
Day provided that Minimum Trading Volume condition is met as well. Then the Compliance Ratio is
equal to l (100%). As long as the quotations during a Trading Day only meet the compliance criteria
for a lower period of time ťhan 5 hours, then the Compliance Ratio is reduced pro rata A certain degree
of deviation fřom the compliance is allowed on a monthly basis as specified below in Monthly
Compliance Ratio cálculation.

In case of any technical issues preventing Primary Dealer to provlde Czech Government Bonds
quotation, it is obliged to send a notice to the Ministry of Finance on the email address If
the Ministty of Finance finds these technical issues justified and occasional, it may exclude affected
Primary Dealer"s data for these paňicular days fřom Cómphance Ratio calculation, so the technical
issues would not affect Monthly Compliance Ratio calculations.

Maturity Buckets (remaining time to maturity)

Only maŕket niáking with quantity higher than or equal to Minimum Trading Volume will be included
in the compliance calculations. The Minimum Trading Volume decreases with the matuňty in
accordance with the fact that long-tem fůnding is more risky than shon-tem1 fůnding. The DETS
Committee will determine afixed minimum amount for each bond bucket as specified in the table below:

Bucket A 1.25-3,5 years CZK 50 million

Bucket B 3.5-6.5 years CZK 50 million

Bucket C 6,5-13.5 years CZK 40 million

Bucket D Exceeding 13.5 years CZK 30 million

In case of inclusion of Czech Government Bond with significantly longer residual tůně to maturity, it is
possible to the Ministry of Finance and the Primary Dealer Group to agree on exception in tem of the
Minimum Trading Volume.

Calculation of Market Average Spread

The Market Average Spread (MAS) for o-th SQOB is calculated as a scalling of the average of i-th
Primary Dealer time-weighted bid/ofľer spread during the best five hours for d-th Trading Day.

E{-d1 S,,d,í(t'n,o,d,Ĺ _ tn,o,d,l)
MASQ,d = Epd E"Q°·'·'(t' — t

1=1 n=1 n,o,d,t
n,o,d,i)

where PD is number of Primáty Dealers (excl. Priniary Dealers that am suspended fřom tmding on
a Trading Day). SQo,d,t is nuniber of quotations of o-th SQOB submitted by l-th Pňniary Dealer during
best five hours in d-th Trading Day,S,,d,, is bid/offer spread quoted for o4h SQOB forat least Mininium
Trading Vdumc (inticks) by i-th Primary Deálerduring the best five hours ford-M Trading Day, t'n,o,d,l
is End of n-th proposal for spot contract quotation with regard to o-th SQOB during d-th Tiading Day
by i-th Priniary Dealer (as a fřaction of a 24 hour dw) and tn,,,d,i is Start of n-th proposal for spot
contract quotation with regard to o-th SQOB during d-th Trading Day by i-th Priniary Dealer (as a
fřaction of a 24 hour day).
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Calculation of Market Cbmpetitive Spread \4 C'The Market Competitive Spread (MCS) in o th SQOB in d-th Trading Day is calculated as multiplied==n::::lb|

by the Market Average Spread. The multiplier factor will be selected based on the assessment that it is pňvi\egies and ob\ie
in'iportant to ensure that the system is neither restňctive nor too benevolent, The multipher factor k will of contact persons.

be evaluated on an ongoing basis in cóopemtion with the Primary Dealers. Finance in acooľdaj

MCS,,d = kMAS,,d

Calculation of Compliance Ratio

For o-th SQOB, Compliance Ratio (CR) will be in the interval between O md l (or O % and 100 %),
depending on the number of hours during d-th Trading day which i-th Primary Dealer quotes prices in
o-th SQOB within the o-th SQOB Market Competitive Spread and for Mininium Trading Volume:

SQo,d.ĹCR,,,,, = :S IF (S,,,,, g; MCS,,,; t'n.Q.d.'ŠI tn.o.d,i ,O)

where SQo,d,( is number of quotations of o-th SQOB submitted by i-th Primary Dealer duňng best five
hours in d-th Trading Day, So,d,i is bid/offer spread for a o-th SQOB on at least Minimum Trading
Volume quoted by i-th Primary Dealer during the best five hours for d-th Trading Day, t'n,o,d,í is End
of n-th proposal for spot contract quotation with regard to o4h SQOB during d-th Trading Dav by i-th
Primary Dealer and tn,,,d,i is Staň ofn-th proposal for spot contract quotation with regard to o-th SQOB
during d-th Trading Day by i-th Primary Dealer.

Calculation of Daily Compliance Ratio

Based on Compliance Ratio for l-th Primary Dealer in all SQOB Daily Compliance Ratio (DCR) is
cajculatcd ford-th Trading Day:

=B CR,,d,Ĺ
DCRd,' = SQOB

where SQOB is number of Czech Government Bonds subjected to Quoting Obligations on DETSs

Calculation of Month(y Compliance Ratio

Monthly Compliance Ratio (MCR) of m-th month is calculated as simple average Daily Compliance
Ratio for l-th Primary Dealer:

Appoint¢d reptes'

_ E:', DCR,,,
MCRm,, — Dm

where D,, is number of Trading Days during m-th month.

Each Pňmary Dealer is compliant with the Quoting Obligations as long as following condition is
fůlňlled:

MCRm,, Z 0,90.
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,Anňex VII: Contact List
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Primaly Dealer fór Czech Govemment Securities provides list of contact persons, their email adresess
'nd te]ephone nutnbeřs of peľsons who will be acting on behalf of the institution in accordance with
Privilegies and obligations defined by the Agreement. In case of any change and amendment to the list
of ¢ontact pcrsons, primaly Deal¢r shall communicate the change or amendment to the Ministry of
Flnance in accordance with article 12.8 of the Agreement.

APpointed rcpresentatjves:

bmka^'&

DETS Committee

0 Front Office

Back Office
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DCM professionals

Front Office

Back Ofňce

The Ministn' of Finance - Del?t Financial ASSets Management Depmment

KB

Chairman of the Prinian' Dealer Cbnímittee:
Secretary of the Primary Dealer Committee:
Chairman of the DETS Committee:
Secretary of the DETS Committee:

Front Office

",r

,,!_
Back Office
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