PRIMARY DEALER AGREEMENT
FOR CZECH GOVERNMENT SECURITIES

THIS AGREEMENT is made on /" a4 } Drasomdse’ W"Wf‘“ﬁ’ _for the porpose of fulfilling
the function of the Primary Dealer (huuu submquultl referred o as the “Agreement™)

BY AND BETWEEN

(1) THE CZECH REPUBLIC acting through the Ministry of Finance,
with its seat at Letenska 525715, 118 10 Praha 1
Identification Number: 00006947, Tax {dentification Number: CZ00006947

o -u".(-' F
represented bvw""‘ g

(hereinafier referred to as the “Ministry of Finance™)
and

(2) ING Bauk Shyski. S.A.,

with its seat in Katowice, ul. Sokolska 34, 40-086 Katowice, registered in the Register of
Entrepreneurs in the District Court in Katowice-Wschod in Katowice, the Eight Commercial
Department for the National Court Register, under KRS no. 0000003459 (Identification number),
with the share capital of PLN 130,100,000.00 and the paid-up capital of PLN 130,100.000.00, Tax
[dentification Namber 634-013-54-75,
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(hercinafter referred to as the “Primary Dealer 17)
and

(3) ING Bank N.V,,

a joint-stock company incorporated under the laws of The Netherlands, with its registered seat at
Bijlmerdreef 106, 1102 CT Amsterdam. The Netherlands, registered in the Trade Register of the
Chamber of Commerce and Industry for Amsterdam nnder the tile No. 33031431, represented in
the Czech Republic by ING Bank N.V., Prague branch, with uts reggm;lui seat at Ceskomoravski
2420/15, Libeii, 190 00 Prague 9, (..zu,h Republic, Business ldentification No. (ICO): 492 79 866,
registered in the Commercial Register wmaintained by the Municipal Court of Prague under the
nserted file No. A 7930,
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(hereinafter referred 1o as the “Primary Deuler 27)

(Each of Primary Dealer 1 and Primary Dealer 2 is hereinafter jointly or individualy, as the case
may be, referted to as “Primary Dealer™) :




The Czech Republic - Ministry of Finance

WHEREAS

(A)

1) Based on the statutory regulations valid m the Czech Republic, the Czech Republic acting
through the Mmistry of Finance issues Czech Government Securities.

2) It is in the best interest of the Czech Republic that the primary market placing of the Czech
Government Securities is diversely and adequately dispersed among end-investors, that its
bonds are traded on secondary markets characterised by high liquidity and transparency and that
the status of the Czech sovereign debt is maintained at the highest levet of gquality in the primary
and secondary market,

3) With a view to suppurt issuance, purchase, trading and promotion of Czech Government
Securities and of its debt and cash management it is desirable that the Ministry of Finance has
appotated certain institutions to become Primary Dealers in Czech Government Securities,

(B)

1) Theinstitutions mentioned above as the parties 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 secondarv market. and to
pramoting the Czech sovereign debt on the international market and across imvestor community.

THE PARTIES HAVE AGREED AS FOLLOWS

. THE SCOPE OF THE AGREEMENT AND DEFINITIONS

The scope of the Agreement s 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 management process.

The Agreement detenmines the principles governing the activities of the Primary Dealers and
the Ministry of Finance and it sets in particular:
1) Privileges and obligations of the Primary Dealers,
2) Privileges and obligations of the Ministry of Finance,
3) Selection criteria for the Primary Dealers,
4) Tvalvation of the Primary Dealers® performance.

3) Organization of the Primary Dealer Conmmittee,
The following terms in this Agreement shall inean:
“APET": Aggregate Performance Evaluation Index as defined in Annex | of the Aareement.

“Auction”™: A public offering of Czech Government Securities executed in compliance with the Auction
Rudes.

“Auction Rales™: Rulys for the Primary Sale of Government Securities Ovganized by the Crech National
Bank, which came into effect on 28 June 2022, as amended or replaced from time to time by the Ministry
of Finance in consent with the Primary Dealer Group and the Czech National Bank, as published on the
wabsite of the Czech National Bank and the Ministry of Fuauce.
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“Buy-Backs™: Transactions in which the Ministey of Finance repurchases a particular Czech
Goveroment Secursity in the secondary market for cash by way of a buy-back auction or a fixed-price
repurchase tender offer.

“CDCP™ The Central Securities Depository Prague (Centrdlni depozitad cenngch papird, a.s.),
registered office at Prague 1, Rybna 14, Postal Code: 110 00, identihication nomber; 25081489, entered
into the Commercial Register kept by the Municipal Court in Prague, Section B, Insert 4308.

“Competitive fart”: The Auction part in which each Primary Dealer. Recognized Dealer and the
Ministry of Finance may submit bids at competitive pnices in cownpliance with the Auction Rules.

“Crisis Act*; The Act No. 24072000 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 Ministey of
Finance on the dowmestic or foreign market with the original maturity longer than | year.

“Czech Government Securities”™: All of the Czech Government Bonds and all of the short term
government sccurities with the original inaturity shorter than 1 year, which are tn particolar Treasury
Bills, issued by the Czech Republic acting through the Ministey of Finance.

“Designated Flectronic Trading System™ or “BETS™, as the case may be: The electronic wading
platform or the ¢lecirome trading platforms designated by the Ministey of Finance for trading of Czech
Government Bonds based on the decision by the Primary Dealers on selection of electronic wrading
platform(s) from a list of electronic trading platfors tulfilling the selection criteria set jointly by
the Ministry of Finance and the Primary Dealer Group as defined i Section 4 of the Agreement.

“DETS Committee™: The committee formed by the partticipants of the DETS as defined by relevant
document issued in connection with DETS inceprion.

“EMTNT: The Czech Republic’s Euro Medium Term Note Programme originally established on 23
May 2008, as amended. replaced, or supplemented from time to time, or newly established.

“Evalnation Period™: Each of calendar quarters.

“Exchanges*: Transactions in which the Ministcy of Finance offers to exchange one or muluple
different Czech Government Securities (generally repurchased at a fixed price) in a predetermined hedge
ratio for another one or multiple different Czech Goverament Securities (issued or sold) in the secondary
market by a way ol a switch auction or a tixed-price tender offer.

“Government Asset Funds™: Portfolio assets actively managed and invesied 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
CGovernement Securities and the borrower provides the Ministry of Finance with collateral in the form
of cash or securities.

“Market Competitive Spread™ Maximum obligatory quoted bid/ofter spread as defined in Annex
VI of the Agresment.

“Minimuym Quoting Volume™: The volume of Czech Government Boads each member of the Primary
Dealer Group shall quote in accord with Quoting Obligations.

“Non-competitive Part™ The Auction part in which cach Primary Dealer, the Mimistry of Finance and
in the case of Czech Govemment Securities denominated v curo, also Recognized Dealer may submir
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bids at an average price of the Competitive Pagt in compliance with this Agreement and the Auction
Rules.

“Performance Evaluation™: Primary Dealers assessinent made based on APEL calculated for four
conseentive Evaluation Periods.

“Primary Dealer Committee”™: The committee formed by the Primary Dealer Group, the Czech
National Bank and the Ministry of Finance in accordance with Section 9 of the Agreement.

“Primary Dealer Group™ or “Primary Dealers™, as the case may be: A group of fustitutions that have
entered into a Primary Dealer Agreement for Czech Government Szcarities with the Czech Republic.

“Private Placements®: Transactions in the form of non-public offering of Czech Government Securities
directly to a fimited number of pre-selected invesiors and instiiutions,

“Quoting Obligations™ Commitment of the Primary Dealers 10 send quotes. te. post prices of
the SQOB on the DETS as defined in this Agreement.

“Recognized Dealer Gronp™ or “Recognized Dealers™, as the case may be: A group of institutions that
have entered into a Recognized Dealer Agreement for Czech Government Securities 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 eura.

“Repurchase Agreement™: Transactions in the form of cotlateralised loans, including a contractual
arrangernent between the Ministry of Finance and another counterparty, whereby one agrees to selt 2
socurity 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-dealer or customer trading of Czech Government Bonds by
the Primary Dealers, except for the intra-dealer trading on the DETSs.

“SQOB™: The Crech Government Bonds subject to Quoting Obligations on DETSs.

“Tap Issuance™ Transactions in which the Ministry of Finance sells a particnlar Czech Government
Security in the secondary market for cash by way of an auction or a fixed-price tender offer.

“Trading Day™: A day on which contracts can be exccuted on the DETSs as defined by relevant DUTS.

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 majeure.

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

2.3 It the Primary Dealer does not act as a member of the Primary Dealer Group during all fouy

congecutive Evaluation Periods, he is obliged to purchase not less than 3% of the total adjusted
face value of Czech Government Bonds sold in Auctions, including Nosn~competitive Parts, within
a period starting the day he was selected as a member of the Primary Dealer Group and ending
30 October, After that period ends, conditions pursuant to article 2.2 are applied.
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The Primary Dealer is obliged to be systent participant and act as a market maker at least on one
of the chosen DETS, set in accordance with its market rules and financial imarket regulations,
comply with the Quoting Obligations, and to contribute on best effort basis to the liguidity of the
Secondary Market Vrading of the Czech Government Bonds.

if the Primary Dealer tails to comply with the obligation referred to in artictes 2.2 (or 2.3 as
the case may be) and 2.4 the Ministry of Finance shall bring that fact to the attention of the
Primary Dealer. This warning 1s not subject of any publicity to other metmbers of the Primary
Dealer Group. Ifthe Prunary Dealer achieves particular obligation within next Evaluation Period,
the warning is auiomatically cancelled, If not, the second waming is sent to the Primary Denler.
Ifthe envisaged comphiance is not realised within next Evaluation Period, the Ministry of Finance
has the right to terminate this Agreement with wnmediate effect. The Ministry of Finance shall
inform the Primary Dealer without delay.,

The Primary Dealer is obliged to be an active counterparty 10 the Ministry of Finance’s debt
issuance activities,

The Primary Dealer is obliged to actively assist the Ministry of Finance in the Buy-Backs or
Exchanges in hine with the request of the Ministry of Finance sent to the Pritnary Dealer,
especially by providing price guidance and information on the oftered terms of the Buy-Backs or
fixchanges to the band holders.,

The Primary Dealer is oblized to display a good code of conduct in the clearing and settlement of
the trades with Czech Government Securities as well as in other operations concluded with the
Ministry of Finance, with a view to minimising fatled transactions,

The Primary Dealer is obliged to report to the Ministry of Finance as specified in the Section 7 of
the Agreement,

The Primary Dealer s obliged to observe and follow all of the applicable laws, statutes and
tegulations 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.

The Primary Dealer is not allowed to negatively commertt on activities of the Ministry of Finance
based on unsubstantiated information or speculation. The Primary Dealer is also obliged to
actively promote the Czech Government Securities market by adequate analysis, research and
publications and seek placement of Czech Governmeat Securities with end investors,

The Primary Dealer is obliged o allocate and maintain sufficient vesources in terms of human
resources, (inancial situation and organisation of its syndicate desk, trading and sales Forces to
support ¢fficient primary and secondary macket for Czech Government Securities.

The Primary Dealer 1s obliged to maintain the highest standards in the financial business practice
consistent with the Ministry of Finance’s objective 10 achieve orderly, efficient and liquid Czech
Government Securities matket.

It should be understood by all Primary Dealers recognised by the Ministry of Finance, that they
act and participate in the market at their own risk and that the Ministry of Finance shall not be
tesponsible in any manner for the decisions of any participant in the market and in particular Tor
any losses, direet or iudirect, arising in relation to any transaction entered into by such
participants.

The Primary Dealer shall treat all nonpubtic information received from the Ministry of Finance
and in particular information relating to transactions and outstanding positions confidentially. The
Primavy Dealer shall not share this confidential information with any third party unless required
to do so by applicable law, a court order or by this document. The Primary Dealer may share
confidential information within entities belonging to its capital group. provided that Primary
Dealer shalt be responsible for matntaining such information confidential within its capital group.

The Primary Dealer is obliged to actively participate in Reperchase Agreements, including cross-
currency Repurchase Agreements, and operate as an active counterparty to the Ministy of
Finauce.
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3 THE PRIVILEGES OF THE PRIMARY DEALERS

The Primary Dealer has the exclusive nght fo carry and use the title of L Primary Decder in Czech
CGovernment Securities™,

The Primary Dealer is entitled to submission of bids at the Avetions including participation in the
Non-competitive Parts,

The Primary Dealer has the exclusive right to participate in the Non-competitive Parts for Czech
Government Securities denominated in CZK in accordance with the rules defined in the Auction
Rules.

The Primary Dealer has the exclusive' right to directly participate in the syndicated Czech
Government Bond public ofterings issued under the 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 Mintstry of Finance based on the Performance Evaluation of Primary Dealers as
defined in the Section 6 of the Agreement and other objective criteria atlioming Primary Dealer’s
capacity and credentials or particular market including Primmary Dealer’s standing in league wable
on the relevant market based on data provided by Dealogic Limited, when applicable. The basic
terms for any of such transaction are stipulated in the  Terms for Ministry of Finance Syndicated
Public Offerings” as defined in the Apnex [V of the Agreement.

The Primary 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 of Finance Privare Placemenis™
as defined in the Annex V of the Agreement,

The Primary Dealer or an applicant to become a new member of the Primary Desler Group has
the right 1o participate in Tap Issuance, Buy-Backs or Exchanges as stipulated in the | Terms for
Ministry of Finance Tap Issuances, Buy-Backs and Exchanges™ as defined in the Annex {1 of the
Agreement,

The Primary 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 w Czech language as Rameovd smlowva o obchodovini
na financnim tried has the vight to participate in Repurchase Agreements, Lending Facilities,
Buy-Backs, Tap Issuance or Exchanges and be counterparty in transactions related to the
Govemment Asset Funds,

The Primary Dealer with whom the Ministry of Finance may enter into an (SDA Master
Agreement’ or Master Agreement for Financial Transactions concluded only in Czech language
as Ramcovd smlouwva o obchodovani na finenénim trine has the right to be asked for price
tdication i transactions with financial derivatives in the event that the Mumstry of Finance
would conduct derivative transactions. All derivative transactions will be documented under an
{SDA Master Agreement or Master Agreement for Fipancial Transactions concluded only in
Crech language as Rdmeova smlowva o obchodovani na financnim rhu with the Ministry of
Finance,

The Primary Dealer has the right to use the Lending Facilities set up by the Minwtry of Finance
as stipulated in the ,Terms for Ministry of Finunce Lending Facifities™ as defined in the Annex
11 of the Agreement with a purpose to improve market efficiency.

* In case that an excoeptional and unforeseen event occurs. espeeially when Crisis Act is applied, the Miniswy of
Finance reserves the right to mandate other financial institutions outside the Primary Dealer Group as well,

? According to Interantional Capital Market Association and Securities Industry and Financial Markets Association
standard.

* According 1o International Securities Lending Association standard,
* According to Czech Banking Assicitation standard.
* According to Tntemational Swaps and Derivatives Association, [ne. stundard,
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310 The Primary Dealer is the prefered party along with Recognized Deaters for concluding other
financial transactions defined by the Ministry of Finance.

3010 The Primary Dealer has the right to receive a commission tor services supplied as agreed
separately prior 1o the transaction between the Ministry of Finance and the Primary Dealer Group
depending on the type of the transaction.

3,12 The Primary Dealer has the exclusive right to participate in the Primary Dealer Committce as
described in the Section 9 of the Apreement.

3.13  The Primary Dealer has the exclusive right to have a representative in the DETS Committee as
long as it is participant of the particutar DETS.

3.14 The Primary Dealer has the right to advise and discuss with Debt and Financial Assets
Management Department of the Ministry of Finance estunates of the Czech Republic borrowing
needs and issuance plannieg, intcoduction of new financial instruments, selection of issomg and
Buy-Backs or Exchanges methods, operating rules, choice of markets for primary market
transactions and developments in government debt markets and issuance activities.

315 The Prmary Dealer has the exclusive right to select by decision taken by the Primary Dealers in
a Primary Dealer Committee meeting an electronic platform ov electrouic platforms as DETS
from a list of electronic trading platlorms fulfilting the selection criteria set jointiy by the Ministry
of Finance and Primary Dealer Group as defined in Section 4 of the Agreement. Primary Dealer
I and Primary Dealer 2 act as one member of Primary Deater Group and shail have one vote
twogether in the Primnary Dealer Comumuttee,

3.16  The ranking 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 fov trading with the Czech Government Bonds on which the Primmary Dealer
complies with Quoting Obligations is based on the decision made by the Primary Dealers in a
Primary Dezler Committee meeting on selection of electronic platform(s) from a hist of electronic
trading platfonns following selection criteria jointly set by the Ministry of Finance and Primary
Dealers.

4.2 Inorder to be considered eligible, a DETS must;

#)  be arcpulated market,

b) otfer equal and Fair access (o all Primary Dealers frec of membership tee for market takers,
and the transaction fees charged to market takers may not be prohibitively high,

¢)  communicate its fe¢ schedule to the Mmistry of Finance,

dy agree to follow the guidelines set by the Primary Dealer Comimittee in order to ensure that
the platform technically enables Primary Dealers to comply with their Quoting Obhgations,

¢} make public current bid and offer prices and the depth of trading interests at those prices
which are advertised throngh its system on a continuous basis during normal trading hours,
on reascnable commercial terms to all market participants and free of charge to the Ministry
of Finance,

) provide the Ministry of Finance with market statistics on daily quoting performances and
coticluded trades, and other data required by the Ministry of Finance for the purpose of
monitoring the market, as wel as data sitable for monitoring Primary Dealers’ compliance
with Quoting Obligations as defined in the Section 5 of the Agreement and subsequent
evaluation of Primary Dealers as defined in the Section 6 of the Agreement.

g) enable settlement of trades through CDCP and

hy  be selected by a simple majority of Primary Dealers.
Y } ) )
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6.3

6.4

A selected DET'S keeps its status for a period of two years and its status is reviewed every two
years in accordance with the aforementioned procadure.

The DETS representative must send an application to the Ministry of Finance stating that it fulfifs
the above criteria and the Ministry of Finance consecutively evaluates applications pursuant to
above mentioned conditions.

5. QUOTING OBLIGATIONS

Primary Dealer is abliged o be an active market-maker of the secondary market for Czech
Government Bonds and to fulfil Quoting Obligations as set by the Ministry of Finance afier
consuliation with the Primary Dealer Group.

Primary Dealer is obliged to act as an active market-maker on one of the chosen DETS.
The choice of DETS where the quoting is performed lies with each Primary Dealer.

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

Primary Dealer will be considered 1o have complied with its datly Quoting Obligations regarding
a specific Czech Government Bond only if it has complied with it on one or more DETS(s).
Primary Dealer commits to comply with the internal regulations of each and every selected DETS
on which they quote prices.

Primary Dealer is encouraged 1o participate as market takers on ail selected DETS(s).

Primary Dealer has fulfitled its Quoting Obligations for the Evaluation Period as long as its
Monthly Compliance Ratio (or ¢ach month of the Evaluation Period reaches at feast 90% as
defined in Annex V1 of the Agreement.

Monthly Compliance Ratio is calculated as a simple averape of the Daily Compliance Ratios.
Daily Compliance Ratio ts caleulated with regard to particular Czech Government Bond as long
as a quoted spread is equal or lower than Market Competitive Spread during five hours of
guotations with the lowest spread during a Trading Day as defined in the Annex VIof the
Agreement.

Primary Dealer’s compliance with its Quoting Obligations is monitored by the Ministry of
Finance on the basis of reports submitted daily to the Ministry of Finance by the selected DETS(s).
Primary Dealer will be inforined on its compliance with Quoting Obligations by the Ministry ol
Finance on demand on a daily or monthly basts.

In case of technical 13sues regarding the fulfillment of quoting obligations oo selected DETS, the
Pritnary Dealer is obliged ta inform the Munistry of Finance on the given fact withont any delay
and the Ministry of Finance may take it into account ia daily compliance ratio caleulation.

6. EVALUATION OF MEMBERS OF PRIMARY DEALER GROUP

The Performance Evaluation of each member of Primary Dealer Group s based on APEL
cateulacted for Jast four conseeutive Evaluation Periods.
The compaosition and the calculation of the APEIL 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 Primary Dealer Group in the Primary Dealer Committee mectings.

{f the Primary Dealer fails to comply with the obligation referred to in article 7.3 of the
Agreement, he may be exciuded from the Performance Evaluation defined in thig Section of the
Aprecment in the respective Evaluation Period.

If during Evaluation Period the Primary Dealer demonstrates lowered credibility, 1.¢. any delay
in settlement or payment, the APEI in respective Evaluation Penod will be reduced in the range

.8
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6.5

a.6

7.1

7.3

7.7

from 0 1o 10 points; In case of major breach of payment discipline he may be excluded from the
Performance Evaluation defined in this Section of the Agreement in the respective Evaluation
Period.

The Performance Evaluations are compwnicated o each merber of Panxuay Deater Group
individually, including the value of APEL

A Hist of five best-performing members of Primary Dealer Group is published within the regular
Debt Portfolio Management Quarterly Report and The Czech Republic Government Debt
Management Annual Report published in the month following the end of Evaluation Period and
in February respectively on the website of the Ministry of Finance.

7. REPORTING OF TRANSACTIONS

The Primary Dealer undertakes to provide information on completed transactions, transaction
volumes. institutional as well as geographical structure and such other information with respect
to prunary and secondary marker transactions with Czech Government Bonds requested by
the Ministry of Finance andfor any competent market authority and/or binding regulation
provided that the Prismary Dealer is not prohibited to submit such information by law, other
binding regulations or contractual agreement with investors,

The Primary Dealer shatl submit quarterly o the Ministry of Finaoce a report on s activity
structured according 1o the European harmonized ceporting format, following the guidelines
outlined on the website of the relevant Economic and Financial Committee (E£C) Sub-Commiitee
on EU Sovereign Debt Markets in cooperation with the Association for Financial Markets in
Farope.

The data referred to in the article 7.2 is 10 be transmitted electronically to the Ministry of Finance.,
The data is to be received no later than twenty calendar days atter the last day of the quarter to
which they relate,

On request by the Ministry of Finance, the Primary Dealer shall provide additional information,
not included in the reporting format, defined in the article 7.2 and 7.3, such as specitication of
individual investors of the Czech Government Bonds in the primary market provided that
the Primacy 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
taw, other binding regulations and submitting such information is not against market practice. At
information on individual investors obtained from Primary Dealers will be weated by Ministuy of
Finance as confideatial information and will be used only for internal analysis.

F€ requested by the Ministry of Finance, Primary Dealer will co-operate in an audit of these reports
and information mentioned in article 7.2, 7.3 and 7.4 provided that any such cooperation is not
subject to any restrictions ot limitations 1o its ability 1 cooperate that arise by virtue of the
Primary Dealers internal policies regulatory, statutory or other requirements (as determined by
the Primary Dealer in its sole discretion).

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

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

-9.
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8. SELECTION OF THE PRIMARY DEALER GROUP

An applicant to become a member of the Primary Dealer Group shall submit o written application.
{ h P pp

The Ministry of Finance selects new members of the Primary Dealer Group for two-vear period.
starting on 1 Japuary and ending an 31 December of the following vear. The selection is notified
to Primary Dealers no later than 30 November of the year proceding the first year of the relevant
period. The Ministry of Finance reserves the right to define the number of members as well as
the propertion between resident and non-resident members of the Primary Dealer Group.

Only the tollowing entities may becoine members of the Primary Dealer Group:

a)

h)

)

a bank with a banking ficence granted pursuant to Adicle 4 of Act No. 21/1992 Coll.,
Banking Act, as amended (hereinafter referred to as the “Banking Act ™), which on the basis
of this licence is authorised to provide investiment services pursuant to Article 4 (2) a) to ©)
and ¢) of Act No. 25672004 Coll., Capital Market Act (hereinafier referred to as the “Capital
Market Act™),

a branch of foreign bank with a banking licence granted pursuant to Article 3 of the Banking
Act, which on the basis of this licence is authorised to provide investment services pursuant
to Article 4 (2) a) to ¢) and e) of the Capital Market Act.

a foreigo entity having its registered office in another member state of the Enropean Unioa,
which on the basis of the single Jicence pursuant to Article Sc et seq. of the Banking Act ts
authorised to perform activities pursuant to Articie 5d d) and g) of item 4 of the Banking Act
on the territory of the Czech Republic,

a securities dealer pursuant to Article S of the Capital Market Act which is authorised to
provide investment services pussuant to Article 4 (2) a) to ¢) and e) of the Capital Marker
Act,

a foreign entity providing in accordance with Article 28 of the Capital Market Act investment
services pursuant to Article 4 (2) a) to ¢) and ¢) of the Capital Market Act through its branch,

a toreign entity having its registered office in another member state of the Evropean Union,
which is authorised on the basis of the single licence pursuant o Articles 24 and 25 of
the Capital Market Act to provide investment services pursuant 1o Article 4 (2) a) 1o ¢) and
e) of the Capital Market Act on the territory of the Czech Republic,

a foreign entily having its registered office in another member state of the Furopean Union,
which is a bank, bank’s branch, securities dealer or securities dealer’s branch. and which is
authorised to provide investment services pursuant fo Avticle 4 (2) a) to ¢) and e) of the
Capital Marker Act on the territory of a member state of the Furopean Union.

an entity authorised by the tUnited Kingdom Prudential Regulation Authority and regulated
by the United Kingdom Financial Conduct Authority and the Prudential Regulation
Authority (or any successor bodies) to perform regulated activities including at least: (i)
dealing in investments as principal; (if) dealing in investments as agent: (iii)
{bringing about) deals in investments; and (iv) advising on investments.

Anapplicant to become a member of the Primary Dealer Group is required o fulfil the following
criteria at the time of submitting the application:

a)

b)

Lz}
—"

to be @ member of & group where entities act as primary or recognized dealer (or to bave a
similar function) for at least three other European Union member states at the same time
(applicable to non-resident institlions),

to have high level of management and depth and experience, dealing capability ay well as
proven geographic and institutionat distribution capacity,

i the & 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 ﬂprﬁ e

- 10 -
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8.6

9.1

9.6

9.7

at teast 3% of the total adjusted face value of Czech Government Bonds allocated in this
peried by the Ministry of Pinance,

d)  to be an active DETS participant, t.e. to corply with the Quoting Obligations, for a period
of 6 months at least preceding to the submission of the application and fo have a past record
of active secondary rading of the Czech Government Bonds,

e} 1 prove a record of support of the Czech Government Securities market and promotion of
the Czech Government Securities by adeguate analysis, research and publications,

£y n the opinion of the Ministry of Finance, shall maintamn sufticient resources in terms of
human resources, financial situation and sach organization of its syndicate desk. trading and
sales forces 1o support efficicol primary and secondary market of Czech Government
Securtties,

g} in the opinion of the Ministry of Finance, shall maintzin the highest standards in financial
business practice. consistent with the Ministry of Finance’s objective of achieving orderiy,
efficient and tiquid Czech Government Securities market,

The Primary Dealers are selected by the Ministry of Finance from the present Primary Dealer
Group and from other institutions the Ministry of Finance might decide 1o consider, The selection
will be based on Performance Evaluation defined in the Section 6 of the Agreement, the criteria
stipulated in this section and other criteria the Ministry of Finance might consider relevant.

The Ministry of Finance is also entitled to replace any of the existing Primary Dealers who might
resigrt in accordance with Section 12 herein during the time of validity of the Agreement by a
new member of the Primary Dealer Group selected based on criteria set in this scetion.

9. PRIMARY DEALER COMMITTEE

The Pritnary Dealer Group. the Ministry of Finance and the Czech National Bank shatl form
4 committee with the aim to ensure efficient and srooth transaction of the Czech Government
Securities markets and to provide a forum for exchange of information, consultations on primary
and secondary market organization, policies and vesolving of issues that might arise with regard
o implementation of provisions of the Agreement.

Each Primary Dealer shall appoint one its representative. Primary Deaier 1 and Primary Deales 2
shall have one vote wogether.

The Ministry of Finance shall appoint two its representatives, one of them shall act as
a chawperson of the cormmiitee and the other one shall act as a secretary of the committee,

The Czech National Bank shall appoiat two representatives,

If any of the appointed representativos (committee members) is unable to attend the conmuniitee
meeting he or she may be replaced by & deputy member for such specific meeting as specified by
written natice of the respective entity sent to the Ministry of Finance well in advance.

Regular meetings of the committes shali be convened at least once a half, usually 14 calendar
dayvs preceding date of publishing issuance calendars for the forthcoming moath and roughly a
month before new Evaluation Period stans.

Meetings shall be called at the initiative of the chairperson or when a half of the committee
members appointed by Primary Dealers requests a meeting to consider a specific matter.

-1l -
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10. NOTICES

Each communication to be made hersunder shall, unless stated otherwise, be made in writing by letter,
telefax or e-mail to the addresses and teiefax number () as defined bhelow.

The Czech Republic -~ Ministry of Finance

Ministry of Finance
Debt and Financial Assets Management Department
Letenskd $25/15, 118 10 Praba

Primary Dealer 1;

el L i e e P
) 'l-.,._«. Ly e '“:r'-'gi_*.:::.:'_t_"if'

Primary Dealer 2¢
.:--.'ﬁ 3 L=
S
ING Bank, N, V.
eakonmm \I .’1 "4”0/ 3. Praha ‘) ( R
1 e
R L el e B T e

11. GOVERNING LAW AND JURISDICTION

11,17 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 o ol the Agreement and of the relation established

by the Agreement.

1.2 Ifany dispute may arse between the parties hereto in connection with the Agrcement, the parties
will seek an agreement to resolve it between themselves first. In a case that the agreement to
resolve such dispute cannot be roached, the parties hereby submit to the jurisdiction of the courts
of the Czech Repubtic. The parties agree that the competent court to have exclusive jurisdiction
to settle any such dispute shall be The Munmcipal Court in Prague.

12, ENTRY INTO FORCE AND TERMINATION OF THE AGREEMENT

12,1 The Agreement ts vahd and enters into force either on the date of its execution or on 1 Yanuary
2025, whichever ig the later, and expires on 3] December 2023,

12.2  The validity and the effectiviess of the Agreement may be unilaterafly and repeatedly extended
by the ’\«hmslrw of Finance for periods of one year, unti! 31 December of the foltowing calendar
vear, based on the written notice from the Ministry of Finance sent to the Primary Dealer by no

tater than 31 December of respective year.

o,

y
ta
ok

12

The Primary Dealer may terminate its participation in the Agreement by giving not less than 90-
day written notice send by registered Jetter 1o the Ministry of Finance. The 90-day notice period ‘:_w"uﬁ_t"a;?,,—:_.
begins on the first day of the catendar month following the day of delivery of the notice. This
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12.6

Agreement will remain in place between the Ministry of Finance snd the remaining Primary
Dealer,

‘The Mimstry of Finance may terminate the Agreement al any time by giving & not less than 30
days written notice of termination to the Primary Dealer. The 30-day notice period begins on
the calendar day following the day of the delivery ol the notice.

The Agreement has been executed in six counterparts, three in Czech and three in English
language. Each of the counterparties of the Agreement shall recieve two counterparts, one in
Cirech and one w English language. Fach of the executed counterparts shall be deemed an
original. I case of any discrepancy or inconsistency between the Czech and English lanpuage
version, the English version shall prevail,

The Ministry of Finance pledges o 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.

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

a)  Annex & Performance Evaluation of Primary Dealers

b) Annex Il Terms for Ministry of Finance Tap Issuances, Buy-Backs and Exchanges

¢} Anuex HI: Terms for Ministry of Finance Lending Facilities

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

e)  Annex V: Terms for Ministry of Finance Private Placements

B Amnex VI Evaluation of Quoting Obligations

¢)  Annex VII: Contact List

Changes and amendmunts to Annexes 1-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
amended by written amendinent. Changes and amendments 0 Annex VII to the Apreement are
made by written notice to the other counterparty.
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IN WITNESS whercot this Agreement has been concluded on the date stated at beginning,
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Annex I: Performance Evaluation of Primary Dealers

Evaluation Framework

The privilege of being a Pomary Dealer in Czech Government Securities is garanted 10 market
participants subject 1o their comphance with the Primary Dealery’ oblizations. The Primary Dealers®
performance 15 evaluated based on AP on a quarnterly basis. In order 1 provide global and objective
assessment  several  criteria are  comsidered. The  structure of  scoring  process is  outhined
in the pertormance evaluation tree below. The performance of the Primary Dealer will be masared and
calculated on an aggregale basis.

The composition and calculation of the criteria is discussed and disclosed (o the Primary Dealers to avoid
speculative statistical optimization on the side of Primary Dealers which may not be an optimal stravegy
for any partictpating party.

The maximum score Primary Dealer can achieve 1 100 points. The score s caleulated based on relative
performance. The most suczesstul Primary Dealer in a particular sub-criterion is assigned the maxunum
number of points. The others Primary Dealers are allocated points proportionally to the performance of
the winner, Score is then aggrepated over the grid of sub-criteria and Primary Dealers are ranked in the
descending order based on the number of points:

N , 30}, -
aeen =Y xc[n ()|

el

where N is number of sub-criteria, APET; stands for the total score of i-th Primary Dealer (PD))
in the Evaluation Period, function ftakes maximum or minimum value from the set of Primary Dealer's
results i each sub-criterion depending on the ranking order. Function 2 makes the inverse of the fraction
if the ranking order 1s ascending. In case of the descending order the function makes the fraction power
10 one for the set of all results different from zero. The sum is over all sub-criteria of evaluaed ceiteria
and x, 15 maxtmum score in o-th sub-¢riterion.

Weights within the performance evaluation tree are assigned in a two-step progcess. First, the total
number of points is disttibuted to reflect the relative importance of eriterion. Following the current
practice in other developed markets, Mimstry of Finance gives increasing weight to the sceondary
market eriterion. Second, the number of points for each criterion is allocated among related sub-criteria
in the way matching the importance for evafuation process.
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Figure 1: Performance Evaluation Tree
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A. Primary Market Participation

Auctions are the main source of funding and Ministry of Finance evaluates the quantity and quality of
Primary Dealers™ contribution to satisfy financing needs on the basis of five sub-criteria. The maximum
score for primary market participation is 55 points.

A Primary Avctions Share - Government Bonds (PAS)

The maximum number of points in this sub-criterion is assigned o the Primary Dealer underwriting the
largest share of suceessfid bids in Auctions of Czech Government Bonds in the Evaluation Period, To
ensure comparable figures among different Auctions in the Evaluation Period, market share is duration
weighted”. The Ministry of Finance may also use different weights for Czech Goverament Bonds
denominated in local cureency and Czech Government Bonds denominated in foreign currencies
to support  Primary Dealers® participation in foreign currency [inancing operations on Czech
Government Bond primary market.

Z} LWl (.x/'f[j

PAS;
S WD 8GR,

where & denotes number of Auctions of Czech Government Bonds in the Evaluation Period, P13 is
pumber of Primary Dealers, w; denotes the weight based on currency of Czech Government Bond
offered in j-th Auction, D; is duration of Czech Government Bonds in j-th Auction and GB; ; is C7ZK
equivalent of the nominat amount of Czech Government Bond subscribed by i-th Primary Dealer in j-th
Auction,

The maximum score for this sub-criterion is 30 points. Within this sub-criterion, the Ministry of Finance
reserves the right (o apply a negative peoalty of 1 point for each settlement failure during the Evaluation
Period caused by inaction or fack of cooperation on the part of the Primary Dealer.

A2 Dependability (DEP)
The ratio of successtul bids to totat bids submitted shows whether the Primary Dealer is committed to

acquire the Czech Govemment Bonds or just sezking the opportunity for short-term profit. Thus,
Primary Dealer with the highest ratio scores maximum in thig sub-criterion.

where K denotes number of Auctions of Czech Government Bonds in the Evaluation Period, w; denates
the weight based on currency of Czech Government Bond offered in j-th Auction, bids, ; is CZK
equivalent of the total nominal amount of successful bids submiticd by i-th Primary Dealer at the
competitive part of the j-th Auction and bidy ; ; is CZK ¢quivalent of the total nominal amount of bids
submitted by /-th Primary Deafer at the competitive part of the j-th Auction which were not accepted by
the Ministry of Finance.

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

A3 Auction Pricing Stratezy (APS)

® Duration of security or buol\-enm security in afl calculations is considered as a time to maturity of the secur ity
or book-entry security relevant 1o the trade settlernent date,

.17 -
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This sub-criterion evaluates pricing strategy of Primary Dealers, Ministry of Finance appreciates
Primary Dealers willing (o pay bighest nominal amount, duration and currency weighted price in the
Auction of Czech Government Bonds. Primary Dealer with the highest nominal amount. duration and
currency weighted price scores maximunm,

K La j
* .
APS, = Z w;D, Z q,,i,,-max{..P(,L_, — 7 0]
i=1 =1

where K denotes number ot Auctions of Czech Government Bonds in the Evaluation Period. w; denotes
the weight based on currency of Czech Government Bond offered in joth Auction, [y is doration of
Czech Government Bond in j-th Auction, L; ; is number of all bids submitted by i~th Primary Dealer at
the competitive part of the j-th Auction, g; ; i3 the ratio of /-th bid nominal amount submitted by i-th
Primary Dealer i j-th Auction to total nominal amount sold at the competitive part in j-th Auction, P
ti price of /-th bid submitted by i~th Primary Dealer at the competitive part of j-th Auction and i} ts the

avarage price in j-th Auction.

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

A4 Auction Participation (PAR)

Regular participation in Auctions of Czech Govermment Bonds is one of the key qualities of Primary
Dealers. A Primary Dealer performs better when he can be refied upon. Primary Dealer with the bighest
regular participation figure scores nmaximom:

where K denotes number of Auctions of Czech Government Bonds in the Evalnation Period, w; denotes
the weight based on currency of Czech Government Bond offered in j-th Auction, n; j equals | if i-th
Primary Dealer bought more than 1 % of the total nominal amount sold at the competitive part of j-th
Auction, otherwise nyj equals 0.

The maximum score for this sub-criterion is 3 points.

A3 Primary Auctions Share - Treasury Bills (TRS)

The maximum number of points in this sub-criterion is assigned to the Primary Dealer underwriting the
fargest share of Treasury Bills ducing the Evaluation Period:

where P2 is number of Primary Dealers and THB; is the total nominal amount of Czech Treasury Bills
subscribed by i-th Primary Dealer in Auctions of Treasury Bills during the Evaluation Period.

The maximum score for this sub-criterion is 10 points. Within this sub-criterion, the Ministry of Finance

reserves the right to apply a negative penalty of 1 point for each settlement failure during the Evaluation
Period caused by inaction or lack of cooperation on the part of the Primary Dealer.

- 18 -
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B. Secondary Mavket Participation and Market Transactions

Market-making and secondary market trading is pecformed on DETSs. The aim of the Ministry
of Finance is to build as wansparent, Higuid and deep secondary market for Crech Government Bonds as
possible. tn order to achieve this goal. high quality of market-rnaking is essential. Ministry of Finance
evaluates separately Primary Dealers activiry on DETSs, the overall quality and structure of secondary
matkel activity and performance in Ministry of Finance direct transactions on secondary market.
Ministry of Finance encoutages Primary Dealers® activity on the secondary market leading to balanced
geographic and institutional distribution of Czech Government Bonds, The maximwm score for
secondary market participation is 45 points.

B.1 Quoting Obligations Performance on DETSS (MM

Each Primary Dealer is obliged to perform market-making on one of the chosen DETSs. Compliance with
the Quoting Obligations is monitored by the Ministry of Finance on a monthly basis. Performance

Evaluation of Primary Dealers compliance is catoulated as simple sum of monthly compliance ratios:
M
-
MMO, = MCR,, ;
m=1

where M is number of months during the Evaluation Period. MCR,,,; is Monthly Compliance Ratio of #-
th Primary Dealer in pi-th month as defined in Annex Vi of the Agreement. When MCR,,; falls below a
minimum level, i.e. i-th Primary Dealer is thus not compliant for m-th month, MCR,,, ; equals 0.

The maximum score tor this sub-criterion s 10 points,

B.2 Qualitative Performance on DETS (QF)

The Ministry of Finance evaluates Primary Dealers qualitative performance on DETSs with a goal
of achicving as liquid and deep secondary market as possible. Evalpated structure of gualitative
performance includes quoted bid/offer spread. quoted size and quoting time given a following formula
for Quotation Factor (). :

SOOB SQq i ; SNQOR SNQr; I
. N )o,n + ' - \_ " )f,n ' -
e Y Y Py (i tan) + (=) Y i )
oo ~ Joni et el Df i
o=1 n=1 f=1 n=i

where a is the weight ot Crech Government Bonds subjected to Quoting Obligations on the calculation
of QF, SQOR is number of Czech Government Bonds subjected to Quoting Obligations on DETSs
SNOOB is number of Czech Government Bonds not subjecied to Quoting Obligations on DETSs, ¢,
is number of quotations of o-th Czech Government Bond subjecied o Quoting Obligations on DETSs
submitted by i-th Primary Dealer during best five hours in particular Trading Day, SNQy; is number of
quotations of £th Czech Governinent Bond not subjected to Quoting Obligations on DETSs submitted
by i-th Primary Dealer during best five hours in particular Trading Day, D, is duration of the particulat
Czech Government Bond in the »-th quotation, 5., ; is bid/offer spread (in ticks) quoted by i-th Prunary
Dealer for the particular Czech Government Bond beginning at the time t.,; and ending at the tme
t'.; of nb quotation of given Czech Government Bond and V., is CZK equivalent of the nominal
amount of the particular Czech Government Bond quoted by i-th Primary Dealer beginning af the time
t.,: and ending at the time t7, ; of n-th quotation of given Czech Government Bond. The Ministry of
Finance deems weighting of Czech Government Bonds subjected to Quoting Obligations should difter, ...
from the weighting of the other Czech Government Bonds quoted on DETS.
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‘The maximum score For this sub-criterion is 10 points.

5.3 Traded Volume on DETS (TVE)

1t1s in the interest of the Ministry of Finance that the secondary market is as liquid and deep as possible
not only in terms of transacted volume bul also with regard to number of transactions executed. The
Ministry of Finance evaluates contribution of Primary Dealers to the liquidity of the domestic secondary
market for Czech Government Bonds traded on DETSs using Traded Volume Factor (7FEY;

K ¥
TV}‘VI = }/Tp,l Z WJD/'VP.LI + (1. )"}'}-:,111‘ 2-‘ \le)j VA,{,}
j=1 J=1

where yis the weight for trades with Czech Government Bonds when the Primary Dealer was a provider
of the executed quotation and its value is set at 70%, Tp; 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, Ty, is number of executed transactions on DETS by i-th Primary Dealer when the
Primary Dealer was a agaressor of the executed quotation during the Evaluation Period, & is number of
transaction of the traded Czech Government Bonds, w; denotes the weight based on currency of Czech
Government Bond offered in j-th transaction, D; is duration of Czech Government Bond on Trading
day in j-th transaction. Vp; ; is traded CZK equivalent of the nominal amount on Czech Government
Bond in j-th transaction by /-th Primary Dealer when the Primary Dealer was a provider of the executed
quotation and Vy; ; is traded CZK equivalent of the nominal amsount on Czech Government Bond in /-
th transaction by &th Primary Dealer when the Primary Dealer was an apgressor of the exceuted
quotation,

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

B4 Ministry of Finance Market Transactions (DMO)

Ministry of linance evaluates its counterparty offers and realized trades on secondary market
transactions. i.¢. 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 share of its rraded nominal amount on the total weighted nominal amount raded
during the Evaluation Period having Ministry of Finance as a counterparty in particular type of
wstriment, for the purpose of this assossment. the durations of FX spots and FX forwards equal one.
The traded types of instruments are divided into four groups and cach group has a weight assigned which
enters inte caleulation of fotal evaluation of concluded trades within the Evaluation Period of a particular
Primary Dealer,

The groups and assigned weights are:

1. 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 Secutities (10%).
L
::, St
._.?-_:_-_;_, ¥
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Formula for evaluation of sub-criterion:

N /.
. . Vi
DMU[ = Wy W
h=1 Li:l fL,i

where N denotes number of groups of instrument types, @y denotes weight of A-th group of instrument
types. £ is number of Primary Deslers and Vi is the /-th Primary Dealer’s traded duration and
currency weighted CZK equivalent of the total nominal amonnt for fh group of mstrument types in
the Evaluation Period.

The maximum score for this sub-criterion is 15 points. Within this sub-criterion, the Ministry of Finance
reserves the right o apply a negative penalty of 1 point for each settlement failure during the Evaluation
Period caused by inaction or lack of cooperation on the part of the Primary Dealer,

B.3 Tap bssuances, Buy-Backs and Exchanges Pricing Strategy (1180

This sub-criterion evaluates pricing strategy of Primary Dealers. Ministry of Finance appreciales
Primary Dealers silling to pay highest nominal amount, dutation and cuercoey weighted price i the
Tap 1ssuances and Buy-Backs of Crech Government Securities, When evaluating the Exchanges. one
underlying leg of the transaction is evaluated as the Tap Issuance and the other as a Buy-Back. Primary
Dealer with the highest nominal amourd, duration and currency weighted price scores maximam:

fesy Ry Lpgy

Ay
I . » . } Vg Vatig
rrs, =8 z w; Dy, Z ("’a‘.t.u - tx‘x}rn(:’,z,,k ,))—.1,,“‘—”

]'-41 e
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Thed jol Tt Laje g dagay YOLLS

where B denotes weight of Tap Issuances, K denotes number of travsactions, w; denotes the weighr
based on enrrency of Czech Government Bond oftered i j-th transaction, B ; denotes duvation of Czech
Government Bond in j-th transaction, L ; ; denotes number of bids submitted by /-th Primary Dealer in
J-th transaction, PD ; denotes number of Primary Dealers participating in j-th transaction, /”; ; denotes
l-th bid price submitted by /-th Primary Dealer in j-tb transaction and V ; ; denotes CZK equivalent
of total nominal amount of /-th bid submitted by ith Primary Dealer in j-th ransaction, Subscript 7
refers o Tap Issuances, 8 refors 1o Buy-Backs. The weight of Tap Issuances is set at 30% and the weight
of Buy-Backs is sct at 70%. In case the Buy-Backs are not executed in the form ot reverse auction, but
the Ministry of Finance is the provider of the price of Buy-Backs in Exchanges, the second addend of the
formula equals wo 2cro.

The maximum score for this sub-criterion 18 3 points.
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Annex I: Terms for Ministry of Finance Tap Issuances, Buy-Backs and Exchanges

The Ministry of Finance may consider Tap Jssuances, Buy-Backs and Exchanges via direct
participation on the secondary market via DETS as long as technical solution of DETS allows for
such transactions or via ancther suitable platform (e.z. Refinitiv FX Trading or Bloomberg
Terminal) or via e-mail, Execution of these wansactions via DETS s a preferred sotution. These
transactions are executed both to manage the refinaocing risk and to support liquaidity and efficiency
of secondary market, As an example. in cases where a bond is extraordinarily squeezed a special
reopening is an extremely powerful tood that ¢an be utilized to restore normal trading conditions and
support secondary market Bauidity.

The Ministry of Finance may execute Tap lssvances, Buv-Backs or Exchanges anv Trading Day
10:00 a. m. — {2200 p. m. and 2:00 p. m. - 4:00 p. ;. (CET) on Trading Davs when there is no
Auction executed. 1f 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
are imended to be executed.

The Ministry of Finance may execute transactions of a particular Czech Government Securitics
pursuant to Article 2. of the Annex It usually during a week when Auction of the respective Czech
Government Boods is not executed.

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

The Ministry of Finance reserves the cight to cance! the Tap Issuances, Buy-Backs or Exchanges
within I5 minutes after the execution of transaction on DETS or another suitable plaiform in the
event of evident mistake, transaction is not matched with declared intention of the Ministry of
Finance or i considered as inadequate.

Primary Dealers are not allowed (o submit bids or ofters in relation 1o Tap [ssuances, Buy-Backs or
Exchanges directly to the Ministry of Finance unless they are asked to do so by the Ministry of
Finance,

The Ministry of Finance is not obliged o ask Primary Dealers 1o submit any bids or offers in relation
1o Tap [ssuances, Buy-Backs or Exchanges. The decision to ask Primary Dealers to submit any bids
or offers in relation to Tap Issuances, Buy-Backs or Exchanges is solely upon the Ministry of
Finance.

Primary dealers may submit maximally threc bids or offers per issuance that is included in the Tap
lssuances, Buy-Backa or Exchanges,

The Ministry of Finance reserves the right to change the terms for Tap Issvances, Buy-Backs, or
[xchanges flexibly it an exceptional and unforeseen event occurs, especially when the Crisis Act is
applied.




The Czech Republic — Ministry of Finance ING Bank Slgski S.A. and INC

%]

el

6

9
{0

N

13

Bunk N.V.

Annex i1}: Terms for Ministry of Finpance Lending Facilities

The Ministry of Finance may execule Lending Facilitics via Refinitiv FX Trading, Bloomberg
Terminal. e-mail or DETSs as long as technical solution of DETS allows for such transactions,

The Londing Facility applies to the Czech Government Bonds, The Ministry of Finance may
also provide short-term government bonds if it holds them on s own asset account or
investment portfolio,

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

In normal market conditions the maximum face amount tending in Czech Goveroment Boud
per transaction is CZK 1.5 biflion. However, this linit may be raised in the event of abnormal
price formation on the Czech Govermment Bond market, if significant difference between
supply and demand of ihe particular Czech Government Bond persists or if an exceptional and
anforeseen event ocours, especially when the Crisis Act is applied.

The Lending Facility is avatlable as repo transactions and as loans of securitics, Privoary Dealers
borrow the Crech Government Bonds and the Ministry of Finance borrows CZK liguidity,
Crzech Government Bonds, Treasury Bills or Czech National Bank Bills 0 exchange. The
Ministry of Finance has reserved the right to not apply colfateral in loans of securities in the
event of overall shortage of the Czech Government Bonds on the market. The rate at which the
Ministry of Finance borrows liguidity 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 waturity and amount executed by the Minisiry
of Finance with the same or another Primary Dealer at the same moment. The fee at which the
Ministry of Finance lends Czech Government Bonds shall be subject o agreement between a
patticular Primary Dealer and the Ministry of Finance.

The Czech Government Bonds may be borrowed for a period up 0 90 days, the demand for
lending factlity mainly arises from the Primary Dealer's side

Transactions tmay be made on Prague Trading Days between §:00 a. m. and 4:00 p. m. (CET)
nsually with agreed settlement one or two trading days later.

The Ministry of Finance has reserved the right to make discretionary allocations if deemed
appropriate,

Usually no haircut is applied to the Ministry of Finanees™ Lending Facilities,

Settfement takes place as agreed between the particular member of the Primary Dealer Group
and the transactions are settled through the CDCP. Clearstreany/Luroclear or another central
depository of which the Ministry of Finance ts member,

It the Primary Dealer fails in dehlivery of Government Bond borrowed within the Lending
Facilities, the Ministry of Finance reserves the tight for the cost compensation.

1n case the Ministry of Finance does not possess Crech Government Bonds required by Primary
Dealer to borrow, the Lending Facility will not be used for that particular security,

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

The Ministry of Finance may consider Syndicated Public Offering of Czech Govenrment Bonds.
‘The Ministry of Finance has set out the below terms, subject to which it will enter into such
Syndicated Public Offering. For the avoidance ot doubt, the Ministry of Finance reserves the
right not o enter into a trangaction at its sole discretion and will not be responsible for any osses
that any dealer may incwr as a result thereof,

These bonds will be sold to investors by the group of Lead Managers, which will be sefected
for this purpose by the Ministry of Finance based on the Performance Evaluation of Primary
Dealers as defined in the Section 6 of the Agreement and other objective criteria atfirming
Primary Dealer’s capacity and credentials on particular market ncluding Primary Dealer’s
standing tn Jeague table on the relevant market based on data provided by Dealogic Limited,
when applicable.

The legal documentation for Svadicated Public Offering under the Czech law will consist of
Subscription Agreemeni only,

The Subscription Agreenient and any non-contractual obligations arising out of ot in cannection
with it shall be governed by, and shall be construed in accordance with, Czech law. All disputes
ansing out of ov in connection with the Subscription Agreement shall be resolved by the Czeeh
Courts.

The Lead Managers will cover all reasonable expenses associated with the offering, including
the legal counsels” fees, any Prague Stock Exchange listing fees and the expenses associated
svith the marketing of the oftering. By the Lead Managers to act as the lead managers in relation
to the 1ssue of the bonds and o subseribe and pay for, or to procure subscriptions and payment
for, the bonds as provided above. the Ministry of Finance may pay to the lead Managers a
combined commission (comprising sefhing concession (if any) and management  and
underwriting conunission: the Commission) set as a percentage of the par value of the bonds.

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 Miastry of Finance may deem fit i
its sole discretion, including by means of a divect sale to a specified Lead Manager or Lead
Managers in accordance with the Subcription Agreement on the subscription and purchase of
the bonds, or by way ot Auction of such bonds in accordance with the Auction Rules,

Each Lead Manager severally undertakes to indemnify the Ministry of Finance, against any
fiability. damages. cost, loss or expense (including, without fimitation, legal fees, costs and
cxpeuses) which i will incar, or which will be made against it as a result of or in relation 10
any tailure by that Lead Manager, acting willully or grossly neghigent,
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Annex V: Terms for Ministry of Finance Private Placements

The Ministry of Finance may, from time to time. issue and selt bonds to Investors in privately
placed transactions. These bonds will be sold 1o a single investor, or a very timited number of
investors, originated on the basis of ‘reverse inquiry’ trom the investor community rather than
being actively marketed by a broker dealer. The Ministry of Finance has set out the below terms,
subject to which it will enter info such Private Placement transactions. For the avoidance of
doubt, the Ministry of Finance reserves the right not o enter info a transaction at i1s sole
discretion and will not be responsible for any losses that any dealer may incur as a result thereof.

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 tragsactions on other markets than the CZK, EUR and USD markets with a broker
dealer outside the Primary Dealer Group. With respect to the issuance on the CZK market. the
Ministry of Finance will consider only tenor of 15 years or more.

1f 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 wransaction, the broker dealer who s able
1o provide the most favourable conditions to the Ministry of Finance will be selected as
a counterparty of the Ministry of Finance. [u case of the same conditions. the broker dealer who
presented the idea to the Ministry of Finance first (1. e. before the others) will be selected as a
counterparty of the Ministry of Finance. The Ministry of Finance shall also prefer the broker
dealer who is able to roveal a name of the investor(s).

Ministry of Finance may publish annually. as a part of its Funding and Debt Managetnent
Strategy, a maximum amount or proportion of its international funding target for the year which
con be raised via Private Placements. This target may be updated on a quarterly basis. Private
placement transactions will be executed in minimwm size of CZK billion equivalent, with no
stated maximum, for CZK, EUR and USD, and no stared minimum for other cwrrencies, and i
maturity longer than | year.

The Ministry of Finance will be open 10 executing Private Placement lransactions in
any currency. krrespeetive of the currency of issue, the Ministry of Finance will only consides
ransactions in which the relevant dealer is ready to enter into an associated swap which will
result in the Ministry of Finance’s cashflows being fully hedged into CZK or EUR for at least
first 10 vears of life of the privately placed bond. The Ministry of Finance reserves the right not
to eater into such swap at its discretion. The Ministry of Finance will consider only swaps that
do not require the counterparties w enter into CSA or do not require collateralization of the
position of ither counterparty, unless the Ministry of Finance rules require atherwise.

The Ministry of Finance will be open to executing Private Placement transactions with
any coupon type. hrespective of the structure of the coupon, the Ministry of F inance will only
consider transactions in which an associated swap is executed with the relevant dealer which
will result in the Ministry of Finance’s cashflows being fully hedged into vanilla fixed or floating
interest rate.

The Ministry of Finance will consider all-in pricing as the key criterion for the execution off
Private Placement transactions, While the Ministry of Finance may execute transactions in
various struclurcs, all-in pricing will be assessed for the entire package. i e. note phus
the associated swap which fully hedges the Ministry of Finance into vauilla fixed or floating
interest rate CZK or EUR funding.

All-in pricing will be the effective spread that the Ministry of Finance will pay, incloding atl
fees and expenses related to the transaction. expressed in basis points over the mid-swap vate for
the relevant maturity, converted into CZK or EUR. The Ministry of Finance will consider. as a
‘soft target’, any transactions which will, on an after-swap basis, provide funding at or inside
the offer side of Czech Govermment Bonds or its Furobond secondary trading levels
{interpolated or extrapolated, as required).
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Private placement transactions will be documented under the Ministry of Finance's EMTN
programme or, as the case may be, under other type of standard documentation used in the
relevant Private Placement market.

Private Placement fransaction refated costs have to be tully born by the dealer, mcluding
Mipistry of Fmance's legal and other adviser's costs.

The Ministry of Finance’s objective with respect to Private Placement transaction is to place the
bonds with buy-and-hold vestors, The Mimstry of Finauce reserves the right to require the
dealer to disclose, prior the execution of the transaction, the identity of investor, including name,
type, country, and contact details, provided that the dealer 15 not prohibited to submit such
information by law, other binding regulations or contractual agreement with investors,
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Annex Vi: Evaluation of Quoting Obligations

Fach Primary Dealer is obhged 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 Queoting Obligations with regard o a particular Czech Government Security subject to quoting
obligations (SQOB) as long as a quoted bid/offer spread on that securty is eqgual to or lower than Market
Competitive Spread during 5 hours of quotations with towest guoted bid/offer spread during a Trading
Day provided that Minimum Trading Voluwne condition ¢ met a4 well, Then the Compliance Ratio is
equal to I (100%). As long as the quotations during a Trading Day only meet the complince criteria
for a lower period of time than & hours, then the C olnplhmuz Ratio is reduced pro rata. A certain degree
of deviation from the compliance is allowed on a monthly basis as specified below in Moathly
Compliance Ratio calculation.

th l'\/Ilnlxll\‘ (»f E' inance lmd\ 111;5@ lu.lmu al issues _|u m‘wd and occasmna] {t may uwludc aﬁ :.ucd
Primary Dealer’s data for these particular days from Compliance Ratio micuidll(m so the technical
issues would not affect Monthly Compliance Ratio caleulations,

Maturity Buckets (remaining time to maturity)

Only market making with quantity higher than or equal to Minimum Trading Volume will be included
in the compliance calculations. The Minimum Trading Volume decreases with the maturity in
accordance with the fact that long-term funding is more risky than short-term funding, The DETS
Committee will determine a fixed minimum amount tor each bond bucket as specitied in the tabie below:

Bucket A 1.25-3.5 years CZK 50 million ‘
Bucket B 3.5-6.5 years CZK 50 million
Hucket C 6.5-13.3 years CZK 40 milhon

I thc,lxt,t D B ww(hm\ 13.5 years CZK 30 milhion

In case of inclusion of Czech Government Bond with significantly tonger residual time to maturity, it i3
possible to the Mimistry of Finance and the Primary Dealer Group to agree on exception in term of the
Minimuimn Trading Volume.,

Calculation of Murket Average Spread

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

LP[’

SQo.ui
0y .
M"l‘;nd:“ Z .odr( nod

a.d,i
h=1 (t 7,0,d,t 111,0,11,1)

Enodi)

where D is number of Primary Dealers (excl. Primary Dealers that are suspended from trading on
a Trading Day). $Q, 4 ; 15 number of quotations of o-th SQOR sebmitted by i-th Pritmary Dealer during
best five howrs in d-th Trading Day, S, 4 ; 18 bid/offer spread quoted for o-th SQOB for at least Minimum
Trading Volume (in ticks) by i~th Peimary Dealer during the best five hours for d-th Trading Day, t',, 5«4
is End of »-th proposal for spot contract quotation with regard to o-th SQOB daring d-th Trading Day
by i-th Primary Dealer (as a fraction of a 24 hour day) and &, 5 4, 15 Start of #-th proposal for spot
contract quotation with regard to o-th SQOB during d-th Trading Day by i-th Primary Dealer (as a
fraction of a 24 hour day). : )
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Calewdation of Market Competitive Spread

The Market Competitive Spread (MCS) in o-th SQOB in d-th Trading Day is calculated as multipiied
by the Market Average Spread. The multiplier factor will be selected based on the assessment that it is
important to ensure that the systew is neither restrictive nor too benevolent. The multiphier factor & will
be evaluated on an ongoing basis in cooperation with the Primary Dealers,

MCS, q = KMAS, 4
Caleulation of Compliance Ratio
For o-th SQOB, Compliance Ratio (CR) will be in the interval between € and | {or ¢ % and 100 %),

depending on the number of hours during -th Trading day which i-th Primary Dealer quotes prices in
o-th SQOB within the o-th QOB Market Competitive Spread and for Migimum Trading Volume:

§Qo.di , \
ooy r P .
. - L 04l el
CRoai = 2 [F\ Soq, 5 MCS,4; z ;0
=1 ")‘E y

where §Q, 4 ; 15 number of quotations of o-th SQOB submitled by 7-th Primary Dealer during best five
hours n d-th Trading Day, 5, 4, is bid/otfer 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. ', , 4 is End
of n-th proposal for spot contract quotation with regard 1o o-th SQORB during ¢-th Trading Day by /-th
Primary Dealer and t,, ,, 4 ; is Start of n-th proposal for spot coniract gquotation with regard to o-th SQOB
during d-th Trading Dayv by i-th Primary Dealer.

Calculation of Daify Compliance Ratio

Based on Compliance Ratio for i-th Primary Dealer in all SQOB Daily Compliance Ratio (DCR) is
caleulated for d-th Trading Day:

) 2.‘1‘(?()[3 CR @
PDER df T ersmar e

where SQOB i1s wasber of Czech Government Bonds subjected to Quoting Obligations on DETSs
Calculation of Monthiy Compliance Ratio

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

Tom DR
- ad(f= 7% l,
MCR = Gy 7 A

448
whiere Dy, 15 number of Trading Days during m-th month.

Each Primary Dealer 1s compliant with the Quoting Obligations as long as following condition is
fulfitled:

MCRy, i 2 0.90.
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Annex VIL Contact List

Primary Dealer for Ceech Government Securities provides list of contact persons, their email adresess
and telephone numbers of persons 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 contacl persons, Primary Dealer shall communicate the change or amendment to the Ministry of
Firance i accordance with article 12.8 of the Agreement.
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