SIMPLIFIED PROSPECTUS

CITY OF PRAGUE

€200,000,000
3.125 per cent. Notes due 2023

The issue price of the €200,000,000 3.125 per déates due 2023 (theNbtes) issued by the City of Prague
(the “Issuer” or the “City” or the “City of Prague”) will be 99.417 per cent. of their principal anmdu

Unless previously redeemed or cancelled, the Noitsbe redeemed at their principal amount on J8Jy2023.
The Notes will bear interest from July 3, 2013t tate of 3.125 per cent. per annum payable diyrinahrrear on
July 3 in each year commencing on July 3, 2014nfeas on the Notes will be made in euro withoutudé&dn for or
on account of taxes imposed or levied by the CRepublic to the extent described und&€exatioi and “Terms
and Conditions of Notes — Taxatfon

This document constitutes the simplified prospedtuspurposes of Chapter 2, Part Il of the Luxenntgplaw on
prospectuses for securitidated 10 July 2005, as amended, (thexémbourg Prospectus Act). Application has
been made for the Notes to be admitted to theiaffiist and traded on the Regulated Market (regaldy Directive
2004/39/EC) of the Luxembourg Stock Exchange (tHf&E"). By approving this simplified prospectus, theHE 8oes
not give any undertaking as to the economic arahfiral soundness of the transaction or as to taétgor solvency
of the Issuer in accordance with Article 47(5)té Luxembourg Prospectus Act.

An investment in Notes involves certain risks. Foa discussion of these risks sedRisk Factors.

The Notes have not been, and will not be, regidteneder the United States Securities Act of 1933amended
(the “Securities Act). The Notes are being offered outside the Uni¢ates by the Joint Lead Managers (as defined
herein) in accordance with Regulation S under theufties Act (Regulation S), and may not be offered, sold or
delivered within the United States or to U.S. pessexcept pursuant to an exemption from, or irasiaction not
subject to, the registration requirements of theufiges Act.

Notes will be in bearer form and issued in denotdma of €100,000 and integral multiples of €1,000excess
thereof. The Notes will initially be in the form aftemporary global note (th&é&mporary Global Note"), without
interest coupons, which will be deposited on ouatbJuly 3, 2013 (theClosing Date”) with a common safekeeper
for Euroclear Bank S.A./N.V. Euroclear”) and Clearstream Banking, société anonyme, Luxand
(“Clearstream, Luxembourg’). The Temporary Global Note will be exchangealiewhole or in part, for interests
in a permanent global note (thBérmanent Global Not€), without interest coupons, not earlier than 4y<l after
the Closing Date upon certification as to non W&neficial ownership. Interest payments in respédhe Notes
cannot be collected without such certification ohrlJ.S. beneficial ownership. The Permanent Gldlmke will be
exchangeable in certain limited circumstances irolefhbut not in part, for Notes in definitive forin the
denomination of €100,000 each and integral mukipie€1,000 in excess thereof and with interespoas attached.
See ‘Summary of Provisions Relating to the Notes in &lélornt’.

Joint Lead Managers
Ceskoslovenska obchodni banka, a. s. UniCredit BarBzech Republic, a.s.

The date of this simplified prospectus is June228,3.



IMPORTANT NOTICE

This prospectus (this “Prospectus”) fulfils the reqiirements for a simplified prospectus pursuant to
Chapter 2 of Part 1l of the Luxembourg ProspectusAct. It does not constitute a prospectus pursuantt Part 11
of the Luxembourg Prospectus Act implementing Diretive 2003/71/EC, as amended, (the “Prospectus
Directive”) into law of Luxembourg. Accordingly, this Prospectus does not purport to meet the formatral the
disclosure requirements of the Prospectus Directiveand Commission Regulation (EC) No 809/2004, as
amended, implementing the Prospectus Directive, anid has not been, and will not be, submitted for aproval
to any competent authority within the meaning of tle Prospectus Directive.

The obligations of the Issuer are not in any way qranteed by, or otherwise backed by the credit of,
the Czech Republic or any agency, ministry or polital subdivision thereof. The Issuer accepts respasibility
for the information contained in this Prospectus. D the best of the knowledge of the Issuer the inforation
contained in this Prospectus is in accordance witthe facts and does not omit anything likely to affet the
import of such information.

This Prospectus is to be read in conjunction with ladocuments which are deemed to be incorporated
herein by reference (see Documents Incorporated by Refereri¢eThis Prospectus shall be read and construed
on the basis that such documents are incorporatechd form part of this Prospectus.

The Issuer has not authorised the making or provisin of any representation or information regarding
the Issuer or the Notes other than as contained ithis Prospectus or as expressly approved for suchugpose by
the Issuer. Any other representation or informationshould not be relied upon as having been authorideby the
Issuer or the Joint Lead Managers.

The Joint Lead Managers have not independently veied the information contained herein.
Accordingly, no representation, warranty or undertaking, express or implied, is made and no responsikiy or
liability is accepted by the Joint Lead Managers ago the accuracy or completeness of the information
contained or incorporated in this Prospectus. No Jat Lead Manager accepts any liability in relationto the
information contained or incorporated by referencein this Prospectus.

Nothing contained in this Prospectus is or should é relied upon as a promise or representation of
future results or events. Neither the delivery of liis Prospectus nor the offering, sale or deliveryfaany Note
shall in any circumstances create any implicationhat there has been no adverse change, or event reaably
likely to involve any adverse change, in the conddn (financial or otherwise) of the Issuer since ta date of this
Prospectus. Neither the delivery of this Prospectusor the offering, sale or delivery of any Notes il in any
circumstances imply that the information contained herein concerning the Issuer is correct at any time
subsequent to the date hereof.

This Prospectus does not constitute an offer of, @n invitation by or on behalf of the Issuer or theJoint
Lead Managers to subscribe for or purchase, any Nes. This Prospectus does not constitute an offer sell or
the solicitation of an offer to buy any Notes in ay jurisdiction to any person to whom it is unlawfulto make the
offer or solicitation in such jurisdiction. The distribution of this Prospectus and the offer or saleof Notes may
be restricted by law in certain jurisdictions. Thelssuer and the Joint Lead Managers do not represerthat this
Prospectus may be lawfully distributed, or that anyNotes may be lawfully offered, in compliance wittany
applicable registration or other requirements in ary such jurisdiction, or pursuant to an exemption awilable
thereunder, or assume any responsibility for facitiating any such distribution or offering. In particular, no
action has been taken by the Issuer or the Joint la&l Managers which are intended to permit a public fiering
of any Notes or distribution of this Prospectus inany jurisdiction where action for that purpose is required.
Accordingly, no Notes may be offered or sold, dirdly or indirectly, and neither this Prospectus nor any
advertisement or other offering material may be ditributed or published in any jurisdiction, except under
circumstances that will result in compliance with @y applicable laws and regulations. Persons into vdse
possession this Prospectus or any Notes may come shinform themselves about, and observe any such
restrictions on the distribution of this Prospectusand the offering and sale of Notes. In particularthere are
restrictions on the distribution of this Prospectusand the offer or sale of Notes in the United Staseand the
European Economic Area (the “EAA”) (including the United Kingdom, the Czech Republic, Luxemburg and
the Republic of Italy), see Subscription and Safe



In particular, the Notes have not been and will notbe registered under the Securities Act. Subject to
certain exceptions, the Notes may not be offeredplgl or delivered in the United States or to U.S. psons. The
Notes are subject to United States tax law requireemnts.

Neither this Prospectus nor any other information gpplied in connection with it or any Notes (a) is
intended to provide the basis of any credit or otheevaluation or (b) should be considered as a recamendation
by the Issuer or any of the Joint Lead Managers thiaany recipient of this Prospectus or any other indfrmation
supplied in connection with it or any Notes shoulgurchase any Notes. Each person contemplating makjnan
investment in the Notes must make its own investigian and analysis of the Issuer and the Notes andsiown
determination of the suitability of any such invesient, with particular reference to its own investmat
objectives, experience, financial ability to bear iy losses which may result from such investment anahy other
factors which may be relevant to it in connection Wwh such investment. A prospective investor who ig any
doubt whatsoever as to the risk involved in investig in the Notes should consult its own independent
professional advisors. Prospective purchasers of ¢h Notes should consult their tax advisers as to the
consequences under the tax laws of the country ofhich they are resident for tax purposes and the talaws of
the Czech Republic of acquiring, holding and dispasg of the Notes and receiving payments of princiga
interest, and/or other amounts under the Notes.

All references in this Prospectus taCzech crownsCZK and K¢ refer to the lawful currency for the time
being of the Czech Republic. In addition, all refeences toeuro, EURand € refer to the currency introduced at
the start of the third stage of European economic radl monetary union pursuant to the Treaty on the
Functioning of the European Union, as amended. Sena sections of this Prospectus contain translatios of
certain Czech crown amounts into EUR at specifiedates. Unless otherwise indicated, these translatisrare
based on the Czech National Bank rate on June 20023 of CZK 25.80 per EUR 1.00. The Issuer makes no
representation that the Czech crown or EUR amountshown in this Prospectus could have been or coulceb
converted into EUR or Czech crowns, as the case m#&e, at such rate or at any other rate. Certain figres
included in this Prospectus have been subject to umding adjustments; accordingly, figures shown fothe same
item of information presented in different table may vary slightly, and figures shown as totals in ceain tables
may not be an arithmetical aggregate of the figurepreceding such totals.

Some of the statements contained in this Prospectusnstitute forward-looking statements. Statements
that are not historical facts, including statementsabout the Issuer's beliefs and expectations, arerfvard-
looking statements. These statements are based oarrent plans, objectives, assumptions, estimates dn
projections. Therefore, undue reliance should not & placed on them. Forward-looking statements speabnly
as of the date that they are made and the Issuer dartakes no obligation to update publicly any of tem in
light of new information or future events. Forward-looking statements involve inherent risks and unceainties.
The Issuer cautions that a number of important facbrs could cause actual results to differ materiallyfrom
those contained in any forward-looking statement. €rtain information contained in this Prospectus was
derived from various public sources, including infemation published by the Czech Statistical Office Where
information has been sourced from a third party thesource has been identified, the information has lea
accurately reproduced and (as far as the Issuer mware and is able to ascertain from information pulished by
that third party) no facts have been omitted whichcould render the reproduced information inaccurateor
misleading.

The registered office of the Issuer is at Marianskénameésti 2, 110 00 Praha 1, Czech Republic and its
telephone number at that address is +420 236 00 213ssuer’s Id. No. is. 000 64 581

In connection with the issue of the Notes, UniCretiBank Czech Republic, a.s. and/oCeskoslovenska
obchodni banka, a. s. (each of them, a “Stabilisinflanager”) (or persons acting on behalf of that Sthilising
Manager) may over allot Notes or effect transactiosiwith a view to supporting the market price of theNotes at
a level higher than that which might otherwise prewil. However, there is no assurance that the relema
Stabilising Manager (or persons acting on behalf othat Stabilising Manager) will undertake stabilisaion
action. Any stabilisation action may begin on or aer the date on which adequate public disclosure dhe terms
of the offer of the Notes is made and, if begun, rgabe ended at any time, but it must end no later #n the
earlier of 30 days after the issue date of the Nateand 60 days after the date of the allotment of éhNotes. Any
stabilisation action or over-allotment must be condcted by the relevant Stabilising Manager (or persas acting
on behalf of that Stabilising Manager) in accordane with all applicable laws and rules.
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RISK FACTORS

The Issuer believes that the following factors nadfiect the ability to fulfil its
obligations under the Notes. All of these factors eontingencies which may or may not
occur and the Issuer is not in a position to exprasview on the likelihood of any such
contingency occurring.

In addition, factors which are material for the pase of assessing the market risks
associated with the Notes are also described below.

The Issuer believes that the factors describedvibetepresent the principal risks
inherent in investing in the Notes, but its inapilio pay interest, principal or other amounts
on or in connection with the Notes may occur fdmeotreasons and the Issuer does not
represent that the statements below regarding iblesrof holding the Notes are exhaustive.
Prospective investors should also read the detaitddrmation set out elsewhere in this
Prospectus and reach their own views prior to mglany investment decision.

Risks Relating to the Czech Republic
Risks relating to political developments in the €heRepublic

A change in composition of the Czech ParliamentthedCzech Government and any
political developments or changes in the politeadl budgetary policy of the Czech Republic
may have an adverse effect on the overall econ@nit political stability of the Czech
Republic and on the economic, financial and regmapolicies of the Czech Republic. The
Issuer cannot give any assurance that such poldeselopments or changes would not have
an adverse effect on the Issuer’s financial andybtaty position, as well as on its operations
and ability to pay its debts, including the Noté%r information on current political
development in the Czech Republic, please d@estription of Issuer - Recent Events -
Resignation of the Czech Prime Minister and En@ffite Term of the Czech Governnient

Risks relating to legal and social developmentshe Czech Republic

Unforeseeable legal and social development relatinlye Czech Republic could have
an adverse effect on the Issuer’s financial andybtatdy position or operations and or ability
to pay its debts, including the Notes. In particutdnanges to the degree of legal regulation or
to interpretation of the legal regulations applieato the Issuer could have an adverse effect
on the Issuer’s financial and budgetary positioroperations and ability to pay its debts,
including the Notes. The foregoing factors are Inglythe Issuer’s control and the Issuer is
unable to assure that developments in the legaboial sphere will be favourable for the
Issuer’s financial and budgetary position or operat

Risk relating to performance of Czech economy

The Issuer’s income is dependent on the performafdbe Czech economy. The
most important source of the Issuer’'s income i®rign of the aggregate proceeds of taxes
collected by the Czech Government (approximateft @6 the Issuer’s income in 2012). For
further information see Financial Information on Issuer - Income and Expéamgs -
Sources of InconieChanges in economic, regulatory, administrativether policies of the
Czech Government, as well as economic developmantee Czech Republic (including
potential changes in the Czech Republic’s credimga) over which the Issuer has no control,
could have a significant effect on the Czech economhich in turn could have a material
adverse effect on the aggregate amount of taxéscted by the Czech Government, Issuer’'s



operations or its budgetary and financial posi@od ability to pay its debts, including the
Notes.

Risk relating to fluctuation of inflation or interst rates

The Issuer’'s operating results are affected by itiflation rate and interest rates.
Major changes in inflation or interest rates cdudde a material adverse effect on the Issuer’s
operations, its budgetary and financial positiom afility to pay its debts, including the
Notes.

Risks Relating to the Issuer
Risks relating to political development in the City

The composition of the City Assembly (and consetjyeof the City Council) is
dependent on elections. For further information ‘deescription of Issuer - Administration
and Organisation - City Assemblylhe Issuer cannot provide any assurance thatuient
City Assembly or any subsequent City Assembly (emsequently the current City Council
or subsequent City Council) elected in the futui gontinue with the current economic,
financial, budgetary and regulatory policies orttany changes to such policies would not
have a material adverse effect on the Issuer':sndish or budgetary position, operations or
ability to pay its debts, including the Notes.

Risks relating to changes in Czech taxation system

The Czech taxation system and regulation is subj@con-going changes. Such
changes may lead to, amongst others, decreaseximatas, extension of existing tax
treatments, decrease in the scope of taxation amgeas in parameters of tax sharing among
Czech municipalities and regions (for further imf@ation see Financial Information on
Issuer - Income and Expenditures - Sources of lecemincome from Tax8s The
introduction of any such provisions may affect kguer’s overall tax income. Changes to tax
law, in particular to the Czech tax sharing arranget, may have a significant adverse effect
on the Issuer’s income and on its financial andgetary position or operations and ability to
pay its debts, including the Notes. The Issuer caprovide any assurance that its tax income
will not decrease or that any additional tax expesaf the Issuer will not affect its operations
and financial and budgetary position or abilityp#yy its debts, including the Notes.

Limited expenditures flexibility

Approximately 70% in 2011 and 71% in 2012 of theubs’s aggregate expenditures
were current expendituresi.e., non-capital expenditures (se€iffancial Information on
Issuer - Income and Expenditures - ExpenditQrebBhese expenditures are crucial for the
essential functioning of the City of Prague andIisier has a limited ability to decrease such
current expenditures. In addition, the Issuer t@gracted large investment projects which
will require a significant amount of capital expéndes (see Financial Information on
Issuer - Income and Expenditures — Expendituregpit@l Expenditure€y. The Issuer cannot
provide any assurance that its aggregate expeaditwill not increase faster than its
aggregate income. A greater allocation of Issuert®me to the expenditures could reduce
the amounts available for debt service, which cdwdde a material adverse effect on the
Issuer’s public budgetary and financial positiord ats ability to pay its debt obligations,
including the Notes.



Risk relating to 2013 budget

The Issuer’s budget for 2013 is based on estimaes assumptions regarding the
future economic performance of the Czech Repubiid #he Issuer, which are subject to
uncertainties, many of which are beyond the contfothe Issuer. These estimates and
assumptions may be incomplete or inaccurate ashef date of this Prospectus and
unanticipated events and circumstances may occighwhay alter the assumptions used for
such estimates. Accordingly, the Issuer can promml@ssurance that its budget for 2013 will
be achieved. If any of the estimates and assungptiontained in the Issuer’'s yearly budget
for 2013 proves to be incorrect, the budgeted ireamd expenditures may differ materially
and adversely from actual results.

Risks relating to limited sources of financing

The Issuer’'s income may be insufficient to meetlfiseier’'s debt service obligations,
including in respect of the Notes, and capital exjieires commitments. The Issuer cannot
provide any assurance that foreign investors andels will be willing to lend money to the
Issuer in the future, or that the Issuer will béedalb access the international capital markets.
The Issuer also cannot provide any assurance tlyatogal sources of finance will remain
available to it. Any loss or limitation of theseusces of finance or inability of the Issuer to
attract or retain foreign investment in the futaorild adversely affect the economic growth,
financial and budgetary position and/or ability thie Issuer to pay its debt obligations,
including the Notes.

Under Czech Act No. 190/2004 Coll., on bonds, asraded (the Bonds Act’), the
Notes may not be refinanced by an issue of bomd€z£ech, dluhopigyor similar foreign
debt securities. Fewer refinancing options willdvailable to the Issuer on the maturity of the
Notes and there can be no assurance that suitfhiancing will be available if required.

Under Czech Act No. 131/2000 Coll., on the capigt of Prague, as amended, any
issue of bonds, and other debt securities or ceimiwf a loan by the Issuer is subject to an
approval by the City Assembly and the City Counthere is a risk that the City Assembly
and the City Council, as political bodies, may approve any financing of the Issuer when
required.

Risk relating to the construction of the north-wesh segment of the Prague Ring
Road (the Blanka Tunnel)

The net proceeds of the issue of the Notes wilhsed by the Issuer for the financing
of a part of capital expenditures to be spent endgvelopment and construction of the north-
western segment of the Prague Ring Road (the Bldnkmel), see Use of Proceeds
The majority of work on the project has been cortgale however, the project and its
construction have been subject to significant ceanghe realisation of which is subject to
certain restrictions and conditions provided in €reé\ct No. 137/2006 Coll., on public
procurement, as amended (th@zech Public Procurement Act). Therefore, the Issuer is
currently facing a significant risk that: (i) thercstruction of the north-western segment of the
Prague Ring Road (the Blanka Tunnel) may be sugmkond delayed; (ii) the construction
costs may be significantly increased; and/or €@iptractors could claim payment of damages
and/or cost reimbursement against the Issuer if ghgect is suspended or delayed.
Furthermore, the Issuer is facing a risk that itldde significantly fined if the Czech Office
for the Protection of Competition determines theg ssuer is in breach of provisions of the
Czech Public Procurement Act.



Risk relating to the upgrade of central waste-watgeatment plant at Cis&ky
Island

Under European and Czech law, the City was obligedomply with certain waste
water emission limits by 2010. The Czech Environtaktnspectorate (theCEl”), the
competent Czech governmental authority, allowedQite to release waste water in amounts
exceeding emission limits, provided that City uggs the existing waste water treatment
plant at Cisgsky Island in accordance with the timetable appdobg the CEI. Under such
timetable, the upgrade of the existing waste wagatment plant shall have been commenced
in December 2012 and shall be completed in 201@uRed regulatory permits were obtained
and the contract with suppliers for upgrade of #ste water treatment plant has been
signed; however, only particular works on the upgraf the existing waste water treatment
plant have been realised. Therefore, the City rseatly facing a significant risk that (i) the
City could be significantly fined by the CEI if ilentifies that the City does not fulfil the
approved timeline for the upgrade and is thereiior@ breach of the emission limits after the
end of June 2013 and/or (ii) contractors could piddly claim payment of alleged damages
and/or cost reimbursement against the City if thkayl of the project continues or the project
is not commenced. For further information on thigj@ct please sed~inancial Information
on Issuer - - Income and Expenditures — ExpenditureCapital Expenditures - Central
Waste-Water Treatment Plant at Gislay Island.

Risk relating to the realisation of Issuer’s invesent projects

The Issuer is committed, or plans, to realise lamgestment projects relating
primarily to transportation. For further informatioon the strategic investment projects
realised or planned to be realised by the IssuefReancial Information on Issuer - Income
and Expenditures — Expenditures — Capital Expenelfu The Issuer is facing a risk that
such investment projects may be suspended or dklayé that the costs of these projects
may significantly increase. In addition, certairojpcts are co-financed by the European
Union (the ‘EU”) and, therefore, the Issuer is also facing a tisk the EU will not provide
the funds or will request repayment of the alreadpended funds. This could adversely
affect the Issuer’s financial and budgetary positmd its ability to pay its debt obligations,
including the Notes.

Risks relating to arbitrations, court and other pteedings

The Issuer is subject to numerous civil and adriretise proceedings (see
“Description of Issuer - Litigatid). The Issuer believes that the liabilities ratgtito such
proceedings would not have, individually or in #iggregate, a significant adverse effect on
its budgetary or financial position or on the dpilof the Issuer to perform its obligations
under the Notes. However, the future proceedingsnagthe Issuer could have a material
adverse effect on its financial and budgetary pwsiand on the ability to perform its
obligations under the Notes.

Risk relating to the Kongresové centrum Praha, a.s.

Kongresové centrum Praha, a.KCP”) is 100% subsidiary of the Issuer and owns
the major congress centre in the City of PragueR KCcurrently facing economic difficulties.
The City granted to KCP the CZK 10 million (EUR 38®usand) loan maturing no later than
June 30, 2014 and the EUR 3,151,500 loan maturintater than June 30, 2014. The City
also guarantees the CZK 700 million (EUR 27 mil)idmank loan provided to KCP by
Komerni banka, a.s. There is a significant risk thate do the on-going economic
difficulties, KCP would not be able to repay loamevided to it by the Issuer or the bank loan
guaranteed by the Issuer. This could adverselycttfee Issuer’'s financial and budgetary



position. For further information, please seBeScription of Issuer — Subsidiaries and
Organisation - Kongresové centrum Praha,’a.s.

Risk relating to agreements that govern Issuer'sigpterm debt

The agreements that govern the Issuer’'s long tesbt dontain certain restrictive
covenants. The Issuer’s failure to comply with afythese covenants could constitute an
event of default, which could result in the imméeiar accelerated repayment of its debt or
could lead to cross-default under its other cragjteements, which could in turn have a
material adverse effect on its operations and biadgend financial position or ability to pay
its debts, including the Notes.

As of the date of this Prospectus, the Issuer'slicmatings are A+/A-1 (positive
outlook) by Standard & Poor's Credit Market SergicBEurope Limited and Al (stable
outlook) by Moody's Investors Service Ltd. StandadPoor's Credit Market Services
Europe Limited and Moody’s Investors Service Lt@ dnoth established in the European
Union, domiciled in the United Kingdom and are ud#d in the list of credit rating agencies
registered in accordance with Regulation (EC) N06Q12009, as amended (th€RA
Regulation”), which is available on ESMA website (http://wwegma.europa.eu/page/List-
registered-and-certified-CRAS) in accordance with €CRA Regulation (last updated June 3,
2013). These ratings reflect each rating agenqyision of the Issuer’s financial strength and
ability to meet its debt obligations as they becatue. The Issuer currently does not expect a
lowering of its ratings. However, a lowering of th&suer’'s credit rating may trigger its
obligation to prepay certain long-term debts ptootheir scheduled repayment date unless the
Issuer provides additional security acceptabledodwers. Such prepayment could have a
material adverse effect on the Issuer's operatamd financial and budgetary position or
ability to pay its debts, including the Notes.

Risks relating to natural disasters and similar cses

The Issuer, its assets and infrastructure of thg @i Prague (in particular, public
transport infrastructure) maintained by the Isst@rld be subject to physical damage due to
natural disasters (such as storms or floods), agkoterrorism, computer viruses and other
causes.

At the beginning of June 2013, the City was affdctey a flood. For further
information, please sed¢scription of Issuer — Recent EvéntSurrently, it is not possible
to determine the amount of damage and reconstructsts incurred or to be incurred in
connection with the 2013 flood. Damage caused ky2d13 flood will increase the City’s
budgetary expenditures in the year 2013 and foligwiears.

The Issuer cannot give any assurance that aboweilged accidents will not occur or
that the preventative measures taken by the Isailerbe fully effective in all cases,
particularly in relation to external events thaé arot within the Issuer's control, such as
floods and other natural disasters.

Insolvency risk

Czech law does not provide for any insolvency peodoegs in the case of an
insolvency of the Issuer as a Czech municipalitg anCzech region. If the Issuer becomes
insolvent, there is a risk that the Noteholders mok be able to fully enforce and recover their
rights under the Notes.



Risk relating to the absence of recourse against thzech Republic

The obligations of the Issuer under the Notes arteimany way guaranteed by, or
otherwise backed by the Czech Republic or any agenmistry or political subdivision of
the Czech Republic. Therefore, in the event offadeunder the Notes, the Noteholders will
have no recourse against the Czech Republic oagegcy, ministry or political subdivision
of the Czech Republic.

Risk relating to waiver of sovereign immunity

To the fullest extent permitted by any applicalale,|the Issuer has waived immunity
for itself or its assets or revenues from suit,ceien, attachment or other legal process.
However, a claimant may not be able to enforceustgodgment against specific assets of the
Issuer, as the laws of the Czech Republic exenmaineassets from execution proceedings.

Risk Relating to the Notes

Right to receive payments on the Notes may be sdinated to other liabilities of
the Issuer.

The negative pledge covenant in the Notes perrislissuer to incur additional
indebtedness secured by a mortgage, charge, pleely®r other security interest (please see
“Terms and Conditions of the Notes - Negative Pl§ddéerefore, there is a risk that the
Notes will be subordinated to future and existimdeibtedness of the Issuer.

The terms of the Notes do not require the Issuactoeve or maintain any minimum
financial results relating to its financial positior results of operations. The Issuer’s ability to
incur additional debt, secure existing or futurbtde take a number of other actions that are
not limited by the terms of the Notes could hawe ¢fffect of diminishing its ability to make
payments on the Notes when due.

The Notes may not be a suitable investment foriallestors.

Each potential investor in the Notes must deterntireesuitability of that investment
in light of its own circumstances. In particulaach potential investor may wish to consider,
either on its own or with the help of its financaald other professional advisers, whether it:

0] has sufficient knowledge and experience to makaeaningful evaluation of
the Notes, the merits and risks of investing in Naes and the information
contained or incorporated by reference in this peotus or any applicable
supplement;

(i) has access to, and knowledge of, appropriagdytical tools to evaluate, in the
context of its particular financial situation, arvéstment in the Notes and the
impact the Notes will have on its overall investingartfolio;

(i) has sufficient financial resources and ligitydto bear all of the risks of an
investment in the Notes, including where its cuckeis not euro;

(iv)  understands thoroughly the terms of the Notewl is familiar with the
behaviour of any relevant indices and financialkets; and

10



(v) is able (either alone or with the help of aafgial advisor) to evaluate possible
scenarios for economic, interest rate and othetofacthat may affect its
investment and its ability to bear the applicais&s.

There is no active trading market for the Notes. Avestor’s ability to sell the Notes
may be limited.

The Notes are new securities which may not be widitributed and for which there
is currently no active trading market. If the Notas traded after their initial issuance, they
may trade at a discount to their initial offerindce, depending, amongst other things, upon
prevailing interest rates, the market for similacwities, general economic conditions and the
financial condition of the Issuer. As a result,aive trading market for the Notes may not
develop or, if developed, may not continue, ané#ers may be unable to sell their Notes. If
a market does develop, it may not be liquid. Irdlinal investors, including the Joint Lead
Managers, may purchase significant portions ofNb&es, and may choose to hold such Notes
until maturity. Therefore, a market price for sublotes may not be easily discernible,
investors may not be able to sell their Notes gasilat prices that will provide them with a
yield comparable to similar investments that hawdeaeloped secondary market. Illiquidity
may have a severely adverse effect on the market wd the Notes.

Although application has been made for the Notebacadmitted to listing on the
official list and trading on the Luxembourg StockcBange’s regulated market, there is no
assurance that such application will be accepted,the Notes will not be delisted or that an
active trading market will develop. Accordinglyetie is no assurance as to the development
or liquidity of any trading market for the Noteshé Issuer cannot provide any assurance you
as to the prices at which an investor would be @hbkell its Notes.

Further, it is possible that the market for thedgouvill be subject to disruptions. Any
such disruption may have a negative effect on ddradf the Notes, regardless of the Issuer’s
prospects and financial performance. As a reshit, Issuer cannot give any assurance that
there will be an active trading market for the Mot no active trading market develops,
investors may not be able to resell their holdighe Notes at a fair value, if at all. In
addition, the terms of the Notes allow the Issoessue additional Notes in the future which
could adversely impact the liquidity of the Notes.

The Notes may be redeemed prior to maturity.

In the event that the Issuer would be obliged ttreéase the amounts payable in
respect of any Notes due to any withholding or dédn for or on account of, any present or
future taxes, duties, assessments or governmedraees of whatever nature imposed, levied,
collected, withheld or assessed by or on behalthef Czech Republic or any political
subdivision thereof or any authority therein orrdté having power to tax, the Issuer may
redeem all outstanding Notes in accordance witlCireditions.

Because the Global Notes are held by or on behdlEaroclear and Clearstream,
Luxembourg, investors will have to rely on their gredures for transfer, payment
and communication with the Issuer.

The Notes will be represented by the Global Notegsept in certain limited
circumstances described in the Permanent Globa.Ndte Global Notes will be deposited
with a common safekeeper for Euroclear and Clesasty Luxembourg. Except in certain
limited circumstances described in the Permaneab&INote, investors will not be entitled
to receive definitive Notes. Euroclear and Cleagstn, Luxembourg will maintain records of
the beneficial interests in the Global Notes. Wiile Notes are represented by the Global
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Notes, investors will be able to trade their beriafiinterests only through Euroclear and
Clearstream, Luxembourg.

The lIssuer will discharge its payment obligationsder the Notes by making
payments to or to the order of the common safekeéme Euroclear and Clearstream,
Luxembourg for distribution to their account hoksleA holder of a beneficial interest in a
Global Note must rely on the procedures of Eurockad Clearstream, Luxembourg to
receive payments under the Notes. The Issuer hassponsibility or liability for the records
relating to, or payments made in respect of, berafinterests in the Global Notes.

Holders of beneficial interests in the Global Notek not have a direct right to vote
in respect of the Notes or to act upon the Issusslgitations or consents or requests for
waivers or other actions from holders of the Ndbegt the Issuer may choose to make in the
future. Instead, such holders will be permittecatd only to the extent that they are enabled
by Euroclear and Clearstream, Luxembourg to ap@pptopriate proxies. The Issuer cannot
assure you that procedures implemented for thetiggaonf such proxies will be sufficient to
enable holders of the Notes to vote or act on anf solicitations or requests for actions on a
timely basis. Similarly, holders of beneficial irgsts in the Global Notes will not have a
direct right under the Global Notes to take enforeat action against the Issuer in the event
of a default under the Notes but will have to relyon their rights under the Deed of
Covenant.

Minimum Denomination

As the Notes have a denomination consisting ofntii@dmum denomination plus a
higher integral multiple of another smaller amolinis possible that the Notes may be traded
in amounts in excess of EUR 100,000 (or its eqeivglthat are not integral multiples of
EUR 100,000 (or its equivalent). In such case aeNolider who, as a result of trading such
amounts, holds a principal amount of less thamilremum denomination may not receive a
Definitive Note in respect of such holding (sholeéfinitive Notes be printed) and would
need to purchase a principal amount of Notes suahits holding amounts to the minimum
denomination.

The Notes bear interest at a fixed rate and changesmarket interest rate may
affect the value of the Notes.

The Notes will bear interest at a fixed rate, whictolves the risk that subsequent
changes in market interest rates may adverselgtédfie value of the Notes. Investment laws
and regulations may restrict certain investments.

The investment activities of certain investors asebject to investment laws and
regulations, or review and regulation by certain #norities.

Investors should consult their legal advisors ttedeine whether and to what extent
(i) Notes are legal investments for them, (ii) Not&an be used as collateral for various types
of borrowing and (iii) other restrictions apply tbeir purchase or pledge of any Notes.
Financial institutions should consult their legalvisors or the appropriate regulators to
determine the treatment of Notes under any appéaadk based capital or similar rules.

Certain modifications to the Notes may be made withyour consent.
The Agency Agreements contain provisions for cgllmeetings of holders of the

Notes to consider matters affecting their intergstiserally. These provisions permit defined
majorities to bind all holders of the Notes inchgliholders of the Notes who did not attend
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and vote at the relevant meeting and holders ofNibies who voted in a manner contrary to
the majority. In particular, under the terms of thgency Agreements, an Extraordinary
Resolution (as defined in the Agency Agreements) beapassed by the holders of only three
guarters of the Notes voted at a meeting to reduceancel amounts due under the Notes,
including principal.

The value of the Notes could be adversely affedbgyda change in English law or
administrative practice.

The conditions of the Notes are based on Englighifaeffect as at the date of this
Prospectus. No assurance can be given as to thacimp any possible judicial decision or
change to English law or administrative practiderathe date of this Prospectus and any such
change could materially adversely impact the valuge Notes.

Credit Rating

The Notes have been assigned a rating of A1 by Meddvestor Services Limited
Moody’s and A+ by Standard & Poor’s Credit Marketn8ces Europe Limited. Standard &
Poor’s Credit Market Services Europe Limited andogs Investors Service Ltd are both
established in the European Union, domiciled inWimiéed Kingdom and are included in the
list of credit rating agencies registered in acao® with the CRA Regulation, which is
available on ESMA website (http://www.esma.europépage/List-registered-and-certified-
CRASs) in accordance with the CRA Regulation (lgeiated June 3, 2013). A security rating
is not a recommendation to buy, sell or hold sd¢iesriand may be subject to suspension,
reduction or withdrawal at any time by the assigniating agency. Actual or anticipated
changes or downgrades in the Issuer’'s credit mtimgluding any announcement that the
Issuer’s ratings are under further review for a dorade, could affect the market value of the
Notes and increase the Issuer’s borrowing costs.

In general, European regulated investors are cgstrifrom using a rating for
regulatory purposes if such rating is not issuedalgredit rating agency established in the
EEA and registered under the CRA Regulation un{@sshe rating is provided by a credit
rating agency not established in the EEA but isoesetl by a credit rating agency established
in the EEA and registered under the CRA Regulabio(R) the rating is provided by a credit
rating agency not established in the EEA whichedified under the CRA Regulation (and
such endorsement action or certification, as thee aaay be, has not been withdrawn or
suspended).

The Notes may be subject to withholding taxes ircamstances where the Issuer is
not obliged to make gross up.

Withholding under the EU Savings Directive

Noteholders may be subject to the EU Council Divec2003/48/EC on the taxation
of savings income (theEU Savings Directivé). Under the EU Savings Directive, member
states are required to provide to the tax autlesriof another member state details of
payments of interest within the meaning of the EWifgs Directive or other similar income
paid by a paying agent within its jurisdiction (it the meaning of the EU Savings
Directive) to an individual resident or certain égpof entities defined in article 4.2 of the EU
Savings Directive established in that other mensbaie. However, for a transitional period,
Luxembourg and Austria are instead permitted (@ntksing that period they elect otherwise)
to apply a withholding system in relation to suayments (the ending of such transitional
period being dependent upon the conclusion of icertaher agreements relating to
information exchange with certain other countrie&).number of non-EU countries and
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territories of certain member states have adopiedlas measures (either provision of
information or transitional withholding).

On 15 September 2008, the European Commissiondssueport to the Council of
the European Union on the operation of the Directivhich included the Commission’s
advice on the need for changes to the Directive. 13nNovember 2008, the European
Commission published a more detailed proposal foeradments to the Directive, which
included a number of suggested changes. If anyha$et proposed changes are made in

relation to the Directive, they may amend or breatltee scope of the requirements described
above.

If a payment with respect to any note were to bearar collected through a Member
State that has opted for a withholding system andraount of, or in respect of, tax were to
be withheld from that payment, none of the Issueary paying agent nor any other person
would be obliged to pay additional amounts withpeet to any bond as a result of the
imposition of such withholding tax.
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DOCUMENTS INCORPORATED BY REFERENCE

The following documents which have been previoysiplished or are published
simultaneously with this Prospectus and have biésuhwith the LSE shall be incorporated in,
and form part of, this Prospectus:

The following documents comprising the auditor'spae and annual financial
statements of the Issuer for the two financial yeanded December 31, 2011 and
December 31, 2012:

Financial Statements of the Issuer for the Year Eneld December 31, 2011 Page
F U Te LR R LY oo 4 T, 3-18
BaAlanCe ShEEL... oo s e e e aaaaas 23-27
INCOME STATEMENT ... .cui i e e e e e e e e e e e et e e e eneen e eaeeans 28-30
ANNEX t0 FINAl ACCOUNT. ... .. e eaaas 31-47
Cash FIOW STatemMENL...........ooiiiiii e et e e e e e e e et e e e e e e e eaa s 48
Changes iN EQUILY ......eiiiii et e e e e e e e e e a e e eenen 49
Statement of Income, Expenses and FINANCING wevceeecvvveieviieiiiieeiiieeeeeeeieeeen, 50-64
Financial Statements of the Issuer for the Year Engld December 31, 2012 Page
0 Lo 11 =] oo PN 3-27
BaAlanCe SNEEL... oo s et aaaaas 31-35
Profit and Loss Statementq, Income Statement)............ccovvvvviiiiiiccceemeeeeeieeeees 36-38
Appendix {(.e., ANNeX to Final ACCOUNT) ........cuiiiiiiiiiieeeiie e 39-53
Cash FIOW STatemMENT...........oiiiiii s et e e e e e e et e e e e e e eean s 54-55
ChanNgeS IN EQUILY «..uuueiieiie et eeeeem et e et e e e e e e e e et e aeeaaeeeenes 56-57
Statement of Income, Disbursements and Financiag $tatement of Income,

Expenses and FINANCING) .....coovuuiii et eeaaes 58-72

Any other information not listed above but contain@ such documents, is
incorporated by reference for information purposely.

Copies of documents incorporated by reference is Pmospectus can be obtained
from the registered office of the Issuer and fréwa $pecified offices of the Paying Agents for
the time being in London and Luxembourg. The doausiéncorporated by reference will
also be available for viewing on the website of ltis& (vww.bourse. [y
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TERMS AND CONDITIONS OF NOTES

The EUR 200,000,000 3.125 per cent. Notes due3]up23 (the Notes', which expression
includes any further notes issued pursuant to GamdiL3 Eurther issuep and forming a
single series therewith) of the City of Pradthe “Issuer’) are constituted by, and subject to,
and have the benefit of a deed of covenant datld3)i2013 and made by the Issuer (such
deed of covenant as amended and/or supplementddr ardtated from time to time, the
“Deed of Covenarit) and the subject of a fiscal agency agreemergddduly 3, 2013 (such
fiscal agency agreement as amended and/or suppiednand/or restated from time to time,
the “Agency Agreement) between the Issuer, The Bank of New York Melldrgndon
Branch as fiscal agent (th&iscal Agent, which expression includes any successor fiscal
agent appointed from time to time in connectiorhvtite Notes) and the paying agents named
therein (together with the Fiscal Agent, tHeaying Agents, which expression includes any
successor or additional paying agents appointeah fime to time in connection with the
Notes). Certain provisions of these Conditionssaamrmmaries of the Agency Agreement and
subject to its detailed provisions. The holderstieg Notes (the Noteholders’) and the
holders of the related interest coupons (theouponholders and the ‘Coupons,
respectively) are bound by, and are deemed to hatiee of, all the provisions of the Agency
Agreement and the Deed of Covenant applicable @amtiCopies of the Agency Agreement
and the Deed of Covenant are available for inspediy Noteholders during normal business
hours at the Specified Offices (as defined in tlgeiAcy Agreement) of each of the Paying
Agents, the initial Specified Offices of which a&t out below.

In these Conditions,persori’ means any individual, company, corporation, fipartnership,
joint venture, association, unincorporated orgaigeatrust or other judicial entity, including,
without limitation, any state or agency of a stateother entity, whether or not having
separate legal personality.

Words and expressions defined in the Agency Agreérshall have the same meanings
where used in the Conditions unless the contexdratise requires or unless otherwise stated.

References toConditions”, “paragraphs’ and “sub-paragraphs are, unless the context
otherwise requires, to the numbered Conditionsggraphs and sub-paragraphs of these terms
and conditions.

1. Form, Denomination and Title

The Notes are serially numbered and in bearer fordenominations of EUR 100,000
and integral multiples of EUR 1,000 in excess thekgith Coupons attached at the
time of issue. Title to the Notes and the Coupoitispass by delivery. The holder of
any Note or Coupon shall (except as otherwise reduby law) be treated as its
absolute owner for all purposes (whether or nas ibverdue and regardless of any
notice of ownership, trust or any other interegréin, any writing thereon or any
notice of any previous loss or theft thereof) amd person shall be liable for so
treating such holder. No person shall have anytrigh enforce any term or
condition of the Notes under the Contracts (RigtShird Parties) Act 1999.

2. Status

The Notes constitute direct, general, unsecuredusrednditional obligations of the
Issuer which will at all times rangari passuamong themselves and at leasti
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passuwith all other present and future unsecured obibga of the Issuer, save for
such obligations as may be preferred by provisairiaw that are both mandatory and
of general application and subject always to Caoli8.

Negative Pledge

So long as any Note remains outstanding (as defiméke Agency Agreement), the
Issuer shall not grant or permit to subsist anyuigc Interest (other than any
Permitted Security Interesprovided that,at any one time, the aggregate principal
amount of Relevant Indebtedness so secured pursoigrdragraphs (a) through (h)
below does not exceed 15 per cent. of the Aggrefysgets) over any of its present or
future assets or revenues or any part thereof ¢careeany Relevant Indebtedness
unless the Issuer shall, in the case of the grgmtirthe Security Interest, before or at
the same time, and in any other case, prompthpr@ture that its obligations under
the Notes are secured equally and rateably, ors(iph other security or other
arrangement is provided as shall be approved byxraordinary Resolution of
Noteholders where:

“Aggregate Assetsmeans the total of all assets appearing on tliitex aggregate
annual balance sheet of the Issuer and its Cityribis for the accounting year
preceding the year in which the Security Interegjranted,

“Extraordinary Resolution” has the meaning given in the Agency Agreement;
“Permitted Security Interest’ means

(@) any Security Interest arising by operation of lawuader resolution of any
court, governmental authority, tax levies or dutytharity, arbitrator or
arbitration tribunal; or

(b) any Security Interest existing on any propertyhattime of its acquisition; or

(© any Security Interest upon any property to secueteRnt Indebtedness
incurred for the purpose of financing the acquisitiof such property (or
property which forms part of a class of assets sfnailar nature where the
Security Interest is by reference to the constitsi@h such class from time to
time); or

(d) any netting or set-off arrangement entered intahgy Issuer in the ordinary
course of its banking arrangements for the purpdseetting debit and credit
balances; or

(e) any payment or close out netting or set-off arramg@ pursuant to any
hedging transaction entered into by the Issuetttierpurpose of (i) hedging
any risk to which the Issuer is exposed in its mady course of trading or (ii)
its interest rate or currency management operatidmnsh are carried out in the
ordinary course of business and for non-speculatiuposes only, including,
without limitation, any currency and interest ratgk hedging arrangements
entered into in connection with the Notes; or
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U] any Security Interest granted by the Issuer in eotian with the financing of
Dopravni podnik hl. m. Prahy, akciova spwmlest or its successor operating
the public transport in the Issuer; or

(9) any Security Interest granted after the Issue [Cmtd securing Relevant
Indebtedness the principal amount of which (whemregated with the
principal amount of any other Relevant Indebtednesish has the benefit of
the Security Interest given by the Issuer othemtlamy permitted under
paragraphs (a) through (f) above) does not excegdper cent. of the
Aggregate Assets (or its equivalent in anotheremay or currencies); or

(h) any renewal or extension of any Security Interestcdbed in paragraphs (a)
through (g) above, provided that the principal antoof the Relevant
Indebtedness secured thereby is not increased;

“Relevant Indebtedness means any indebtedness which is in the form of or
represented by any notes, bonds or other secuiitiesh is, (i) with the agreement of
the Issuer, listed on any internationally recogtiséock exchange or on any other
internationally recognised securities market afndd@nominated in a currency other
than Czech crowns and/or more than 50 per centthath is initially placed outside
the Czech Republic; and

“Security Interest’” means any mortgage, charge, pledge, lien or os®aurity
interest including, without limitation, anything @ogous to any of the foregoing
under the laws of any jurisdiction.

Interest

The Notes shall bear interest from and includinly 3,4 2013 (the Issue Daté), at
the fixed rate of 3.125 per cent. per annum, (Raté of Interest’) payable in arrear
on July 3 in each year (each, dmterest Payment Daté), subject as provided in
Condition 6 Payments

Each Note will cease to bear interest from the diake for redemption unless, upon
due presentation, payment of principal is impropevithheld or refused, in which
case it will continue to bear interest at such (atgh before and after judgment) until
whichever is the earlier of (a) the day on whidhsalms due in respect of such Note
up to that day are received by or on behalf ofrélevant Noteholder and (b) the day
which is seven (7) days after the Fiscal Agenth@ffied the Noteholders that it has
received all sums due in respect of the Notes uguth seventh [ day (except to
the extent that there is any subsequent defaplhyment).

The amount of interest payable on each InterestnBayDate shall be EUR 31.250 in
respect of each Calculation Amount. If interestegquired to be paid in respect of a
Note on any other date, it shall be calculated fyylyang the Rate of Interest to the
Calculation Amount, multiplying the product by trelevant Day Count Fraction and
rounding the resulting figure to the nearest ewot ¢half a euro cent being rounded
upwards) and multiplying such rounded figure byagtion equal to the denomination
of such Note divided by the Calculation Amount, véhe

“Calculation Amount” means EUR 1,000;
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“Day Count Fraction” means, in respect of any period, the number gida the
relevant period, from (and including) the first daysuch period to (but excluding) the
last day in such period, divided by the numberayfsin the Regular Period in which
the relevant period falls; and

“Regular Period’ means each period from (and including) the IsBate or any
Interest Payment Date to (but excluding) the netdrest Payment Date.

Redemption and Purchase

(a) Scheduled redemptionUnless previously redeemed, or purchased and
cancelled, the Notes will be redeemed at theirggad amount on July 3,
2023, subject as provided in ConditionF&gments

(b) Redemption for tax reasan§he Notes may be redeemed at the option of the
Issuer in whole, but not in part, at any time, anirgy not less than thirty (30)
nor more than sixty (60) days’ notice to the Fistgént and the Noteholders
(which notice shall be irrevocable), at a priceado 100 per cent. of their
principal amount, together with interest accrued anpaid to the date fixed
for redemption, if:

(1) the Issuer has or will become obliged to pay addél amounts as
provided or referred to in Condition Tgxatior) as a result of any
change in, or amendment to, the laws, treatiemgsilor regulations of
the Czech Republic or any political subdivisioraal authority thereof
or therein having power to tax, or any change i@ dpplication or
official interpretation of such laws, treaties, imgls or regulations
(including, without limitation, a holding by a cduof competent
jurisdiction), which change or amendment becomdsctfe on or
after July 3, 2013; and

(i) such obligation cannot be avoided by the Issuem¢pkeasonable
measures available to it;

provided, however, thato such notice of redemption shall be given eattian ninety
(90) days prior to the earliest date on which tsuér would be obliged to pay such
additional amounts if a payment in respect of tioée were then due.

Prior to the publication of any notice of redemptjpursuant to this Condition 5(b),
the Issuer shall deliver to the Fiscal Agent:

(A) a certificate signed by the Mayon (Czech, primatgror any
other authorised signatory or signatories of tlsuds stating
that the Issuer is entitled to effect such redeomptind setting
forth a statement of facts showing that the coodgiprecedent
to the right of the Issuer so to redeem have oedyand

(B) an opinion of independent legal advisers of recegphistanding
to the effect that the Issuer has or will becomkgeld to pay
such additional amounts as a result of such chaoge
amendment.
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Upon the expiry of any such notice as is refermedhtthis Condition 5(b), the Issuer
shall be bound to redeem the Notes in accordantetiws Condition 5(b).

(c) No other redemptianThe Issuer shall not be entitled to redeem thée®lo
otherwise than as provided in paragraphs §héduled redemptiprio (b)
(Redemption for tax reasgnabove.

(d) Purchase The Issuer may at any time purchase, or proctirere to purchase
for its account, Notes in the open market or otle¥wand at any price,
provided thatall unmatured Coupons are purchased therewith. Ndtes so
purchased may be held or resold (provided that seshle is only made in
compliance with applicable law) or surrendereddancellation at the option
of the Issuer or otherwise, as the case may benmpbance with paragraph (e)
(Cancellation of this Condition 5.

(e) Cancellation All Notes redeemed by the Issuer and any unmat@@upons
attached to or surrendered with them shall be diacell Notes so cancelled
and any Notes purchased and cancelled in accordaitbeparagraph (d)
(Purchas@ may not be reissued or resold.

Payments

(@) Principal: Payments of principal shall be made only agamesentation and
(provided thatpayment is made in full) surrender of Notes at Specified
Office of any Paying Agent outside the United Stdtg transfer or credit to a
Euro account (or other account to which Euro mayreelited or transferred)
maintained by the payee with, a bank in a city ok banks have access to
the TARGET 2 System.

(b) Interest Payments of interest shall, subject to paragfgptiPayments other
than in respect of matured Coupdtelow, be made only against presentation
and provided thatpayment is made in full) surrender of the appipri
Coupons at the Specified Office of any Paying Agariside the United States
in the manner described in paragraph Ra)ncipal) of this Condition 6.

(© Interpretation In these Conditions:

“TARGET 2” means the Trans-European Automated Real-Time sG8ettlement
Express Transfer payment system 2 which utilissmgle shared platform and which
was launched on 19 November 2007; and

“TARGET 2 Systeni means the TARGET 2 system.

(d) Payments subject to fiscal lawAll payments in respect of the Notes are
subject in all cases to any applicable fiscal tieotaws and regulations in the
place of payment, but without prejudice to the Bmns of Condition 7
(Taxatio. No commissions or expenses shall be chargetetd\bteholders
or Couponholders in respect of such payments.
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(e)

Deduction for unmatured Coupandf a Note is presented without all
unmatured Coupons relating thereto, then:

(i)

(ii)

if the aggregate amount of the missing Couponess than or equal to
the amount of principal due for payment, a sum etju¢he aggregate
amount of the missing Coupons will be deducted ftbm amount of
principal due for paymenfrovided, however, that the gross amount
available for payment is less than the amount dficgral due for

payment, the sum deducted will be that proportibrthe aggregate
amount of such missing Coupons which the gross amaatually

available for payment bears to the amount of ppalcidue for payment;

if the aggregate amount of the missing Couponsréatgr than the
amount of principal due for payment:

(A)

(B)

so many of such missing Coupons shall become woithyerse
order of maturity) as will result in the aggregataount of the
remainder of such missing Coupons (tiRelevant Coupons)
being equal to the amount of principal due for pagm
provided, however, thatwhere this sub-paragraph would
otherwise require a fraction of a missing Couporb&zome
void, such missing Coupon shall become void ineisirety;
and

a sum equal to the aggregate amount of the Relévampons
(or, if less, the amount of principal due for paymewill be
deducted from the amount of principal due for payine
provided, however, thatif the gross amount available for
payment is less than the amount of principal duepftyment,
the sum deducted will be that proportion of the raggte
amount of the Relevant Coupons (or, as the caselbmayhe
amount of principal due for payment) which the grasnount
actually available for payment bears to the amaidirgrincipal
due for payment.

Each sum of principal so deducted shall be paithénmanner provided in paragraph
(a) (Principal) above against presentation andvigea that payment is made in full)
surrender of the relevant missing Coupons. No paysneill be made in respect of
void coupons.

()

Payments on Business Daykthe due date for payment of any amount in
respect of any Note or Coupon is not a Business Dayhe place of
presentation, the holder shall not be entitled agnpent in such place of the
amount due until the next succeeding Business Daych place and shall not
be entitled to any further interest or other payniemespect of any such delay.

In these Conditions,Business Day means, in respect of any place of presentation,
any day on which banks are open for presentatiah @ayment of bearer debt
securities and for dealings in foreign currenciesuch place of presentation and, in
the case of payment by transfer to a Euro accaaiméf@rred to above, on which the
TARGET 2 System is open.
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9) Payments other than in respect of matured Coup&ayments of interest
other than in respect of matured Coupons shall l@emonly against
presentation of the relevant Notes at the Specliite of any Paying Agent
outside the United States.

(h) Partial paymentsif a Paying Agent makes a partial payment in eespf any
Note or Coupon presented to it for payment, sughngaAgent will endorse
thereon a statement indicating the amount andafatech payment.

Taxation

All payments of principal and interest in respeicthe Notes and the Coupons by or
on behalf of the Issuer shall be made free and dgaand without withholding or
deduction for or on account of, any present orriuttaxes, duties, assessments or
governmental charges of whatever nature imposedede collected, withheld or
assessed by or on behalf of the Czech Republiaypalitical subdivision thereof or
any authority therein or thereof having power tg, tanless the withholding or
deduction of such taxes, duties, assessments @rmyoental charges is required by
law. In that event the Issuer shall pay such aafttii amounts as will result in receipt
by the Noteholders and the Couponholders after suttholding or deduction of
such amounts as would have been received by themnbasuch withholding or
deduction been required, except that no such additiamounts shall be payable in
respect of any Note or Coupon presented for payment

(@) in the Czech Republic; or

(b) by or on behalf of a holder which is liable to suakes, duties, assessments or
governmental charges in respect of such Note orp@oly reason of its
having some connection with the Czech Republicratien the mere holding
of the Note or Coupon; or

(© where such withholding or deduction is imposed gagment to an individual
and is required to be made pursuant to EuropeanncloWDirective
2003/48/EC on the taxation of savings income or wy implementing or
complying with, or introduced in order to conform this Directive; or

(d) by or on behalf of a holder who would have beeneatd avoid such
withholding or deduction by presenting the relevidate or Coupon to another
Paying Agent in a member state of the Europeanmjmio

(e) more than thirty (30) days after the Relevant Beteept to the extent that the
holder of such Note or Coupon would have beenledtito such additional
amounts on presenting such Note or Coupon for payme the last day of
such period of thirty (30) days.

In these Conditions,Relevant Daté¢ means whichever is the later of (1) the date on
which the payment in question first becomes du@pif the full amount payable has
not been received in a city in which banks haveessdo the TARGET 2 System by
the Fiscal Agent on or prior to such due date,dhte on which (the full amount
having been so received) notice to that effectide®s given to the Noteholders.

22



Any reference in these Conditions to principal mterest shall be deemed to include
any additional amounts in respect of principalrgeiest (as the case may be) which
may be payable under this ConditionTaxatior).

Events of Default

If any of the following events occurs and is continy:

(@)

(b)

(©)

(d)

Non-paymentdefault is made in the payment of any principalmerest due
on the Notes and the default continues for a peoiodeven (7) days in the
case of principal and fifteen (15) days in the aafSeterest; or

Breach of other obligationghe Issuer fails to perform or observe any of its
other obligations under the Notes and (except inase where the failure is
incapable of remedy when no continuation or nota® is hereinafter
mentioned will be required) the failure continues the period of forty five
(45) days following the service on the Issuer dig®requiring the same to be
remedied; or

Cross-default of Issuer

0] any loan or other indebtedness for borrowed @yofother than the
Notes and any indebtedness owed to trade creditirgvidenced by a
note, bond, debenture or similar securities) in essc of CZK
1,000,000,000 (or its equivalent in any other cury® of the Issuer
(“Default Indebtedness) becomes due and payable prior to the stated
maturity thereof following a default and otherwtban at the option of
the Issuer; or

(i)  the Issuer fails to make repayment of any Déféndebtedness at the
maturity thereof or at the expiration of any grgmeriod applicable
thereto; or

(iif)  the Issuer fails to pay any amount payablethynder any guarantee of,
or indemnity in respect of, any Default Indebtedneten due or at the
expiration of any grace period applicable thereto

unless, in each case provided in sub-paragraphthdi)gh (iii) above, the
relevant payment is being contested in good faiyh dppropriate legal
proceedings by or on behalf of the Issuer or a District of the Issuer; or

Security enforced

0] a secured party takes possession of the whole prpant of the
undertaking, assets and revenues of the Issuer, or

(i) a receiver, manager or other similar officer is@pfed, of the whole
or any part of the undertaking, assets and reveoiutg® Issuer,

in respect, in each case provided in sub-paragréptend (ii) above, of a
claim
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10.

11.

(A)  other than a frivolous or vexatious claim catésl in good faith by
appropriate legal proceedings by or on behalf eflisuer or a City District of
the Issuer; or

(B) the amount of which exceeds 2 per cent. ofAbgregate Assets (or its
equivalent in another currency or currencies); fbe purposes of this
Condition 8(d) Aggregate Assetsmeans the total of all assets appearing on
the audited aggregate annual balance sheet obsluer and its City Districts
for the accounting year preceding the year in whaaly event described in
Condition 8(d) (i) and (ii) occurs;

(e) Insolvency, etcthe Issuer generally suspends payment of, or tadits
inability to pay, its debts as they fall due, ocldees a general moratorium on
or in respect of its indebtedness, or enters infp@mposition with creditors
or anything analogous to the foregoing shall ocour;

U] Governmental consentany governmental and/or any other type of consent
required for the validity, enforceability or penfisance of the Notes ceases for
any reason to be in full force and effect,

then any Noteholder (or Noteholders as the caseb®apyolding not less than 10 per
cent. of the aggregate principal amount of the tanting Notes may, by written
notice addressed to the Issuer and delivered ttssler and to the Specified Office of
the Fiscal Agent, declare the Notes held by it floem as the case may be)
immediately due and payable, whereupon it shalloivec immediately due and
payable at its principal amount together with aedrand unpaid interest as of the date
of the repayment (if any) without further actionformality.

Prescription

Claims for principal shall become void unless th&evant Notes are presented for
payment within ten (10) years of the appropriatéefRent Date. Claims for interest

shall become void unless the relevant Coupons r@septed for payment within five

(5) years of the appropriate Relevant Date.

Replacement of Notes and Coupons

If any Note or Coupon is lost, stolen, mutilateéfatted or destroyed, it may be
replaced at the Specified Office of the Fiscal Agemd the Paying Agent having its
Specified Office in London or Luxembourg, subjectall applicable laws and stock
exchange requirements, upon payment by the clairofitiie expenses incurred in
connection with such replacement and on such tesssto evidence, security,
indemnity and otherwise as the Issuer may reaspmaguire. Mutilated or defaced
Notes or Coupons must be surrendered before repks will be issued.

Paying Agents

In acting under the Agency Agreement and in conoecwith the Notes and the
Coupons, the Paying Agents act solely as agertseolssuer and do not assume any
obligations towards or relationship of agency oustrfor or with any of the
Noteholders or Couponholders.

24



12.

The initial Paying Agents and their initial Speedi Offices are listed below. The

Issuer reserves the right at any time to vary omimate the appointment of any

Paying Agent and to appoint a successor fiscal tagad additional or successor
paying agentsprovided, however, thdhe Issuer shall at all times maintain (a) a fisca
agent, (b) a paying agent in London or Luxemboung @), a paying agent in an EU

member state that will not be obliged to withholddeduct tax pursuant to any law
implementing European Council Directive 2003/48/EC.

Notice of any change in any of the Paying Agentsnatheir Specified Offices shall
promptly be given to the Noteholders.

Initial Paying Agent Initial Specified Office

The Bank of New York Mellon, London Branch One Gdm&quare

London E14 5AL

The Bank of New York Mellon (Luxembourg) S.A. Vei Building — Polaris

2-4 rue Eugéne Ruppert
L-2453 Luxembourg

Meetings of Noteholders; Modification

(@)

Meetings of NoteholdersThe Agency Agreement contains provisions for
convening meetings of Noteholders to consider mmittelating to the Notes,
including the modification of any provision of tlee€onditions. Any such
modification may be made if sanctioned by an Exttaxary Resolution. Such
a meeting may be convened by the Issuer and shalbbvened by it upon the
request in writing of Noteholders holding not leb&n one-tenth of the
aggregate principal amount of the outstanding Nofds quorum at any
meeting convened to vote on an Extraordinary Résolwvill be two or more
persons holding or representing one more thandialie aggregate principal
amount of the outstanding Notes or, at any adjaumeeting, two or more
persons being or representing Noteholders whatéweeprincipal amount of
the Notes held or representeprovided, however, thatertain proposals
(including any proposal to change any date fixadplyment of principal or
interest in respect of the Notes, to reduce theuatnof principal or interest
payable on any date in respect of the Notes, & #ie method of calculating
the amount of any payment in respect of the Noteth® date for any such
payment, to change the currency of payments umgeNbtes or to change the
guorum requirements relating to meetings or theontgjrequired to pass an
Extraordinary Resolution (each, aRéserved Matter’)) may only be
sanctioned by an Extraordinary Resolution passedna¢eting of Noteholders
at which two or more persons holding or represgntiot less than three-
quarters or, at any adjourned meeting, one quaftéhe aggregate principal
amount of the outstanding Notes form a quorum. Alytraordinary
Resolution duly passed at any such meeting shalbibding on all the
Noteholders and Couponholders, whether presernttor n

In addition, a resolution in writing signed by an behalf of all Noteholders who for
the time being are entitled to receive notice aheeting of Noteholders will take
effect as if it were an Extraordinary ResolutioncB a resolution in writing may be
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13.

14.

15.

contained in one document or several documentseirsame form, each signed by or
on behalf of one or more Noteholders.

(b) Modification The Notes and these Conditions may be amendduuwtithe
consent of the Noteholders or the Couponholdec®trect a manifest error. In
addition, the parties to the Agency Agreement mgyea to modify any
provision thereof, but the Issuer shall not agreighout the consent of the
Noteholders, to any such modification unless itofsa formal, minor or
technical nature, it is made to correct a maniesir or it is, in the opinion of
such parties, not materially prejudicial to theenatsts of the Noteholders.

Further Issues

The Issuer may from time to time, without the carisef the Noteholders or the
Couponholders, create and issue further notes ahnsame terms and conditions as
the Notes in all respects (or in all respects extmpthe first payment of interest) so
as to form a single series with the Notes.

Notices

Notices to the Noteholders shall be valid if putdid in a leading English language
daily newspaper published in London (which is expedo be thd-inancial Time}
and, if the Notes are listed on the Luxembourg IStxchange’s regulated market, the
Luxembourg Stock Exchange’s website, www.boursardd/or a leading newspaper
having general circulation in Luxembourg (whicheigpected to be thieuxemburger
Wort) or, if such publication is not practicable, inemding English language daily
newspaper having general circulation in Europe. Sngh notice shall be deemed to
have been given on the date of first publicatioou@nholders shall be deemed for all
purposes to have notice of the contents of angadfiven to the Noteholders.

Currency Indemnity

If any sum due from the Issuer in respect of théeSl@r the Coupons or any order or
judgment given or made in relation thereto hasg@dnverted from the currency (the
“First Currency”) in which the same is payable under these Camitior such order
or judgment into another currency (th&etond Currency) for the purpose of
(a) making or filing a claim or proof against thesuier, (b) obtaining an order or
judgment in any court or other tribunal or (c) enfong any order or judgment given or
made in relation to the Notes, the Issuer shalkeimdify each Noteholder, on the
written demand of such Noteholder addressed tdstheer and delivered to the Issuer
and to the Specified Office of the Fiscal Agentaiagt any loss suffered as a result of
any discrepancy between (i) the rate of exchangd t® such purpose to convert the
sum in question from the First Currency into thed@wl Currency and (ii) the rate or
rates of exchange at which such Noteholder mayénardinary course of business
purchase the First Currency with the Second Cuyrepon receipt of a sum paid to it
in satisfaction, in whole or in part, of any sucter, judgment, claim or proof.

This indemnity constitutes a separate and independeligation of the Issuer and
shall give rise to a separate and independent aHeseion.
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16.

Governing Law and Jurisdiction

@)

(b)

(©

(d)

(e)

(f)

(9)

Governing law The Notes and any non-contractual obligationsiragi out of
or in connection with the Notes are governed byliEhdaw.

English courts The courts of England have exclusive jurisdictiorsettle any
dispute (a Dispute”) arising out of or in connection with the Notesgluding
any non-contractual obligation arising out of ocannection with the Notes).

Appropriate forum The Issuer agrees that the courts of Englandharenost
appropriate and convenient courts to settle anpuidsand, accordingly, that it
will not argue to the contrary.

Rights of the Noteholders to take proceedings detdngland Condition
16(b) English court} is for the benefit of the Noteholders only. Asesult,
nothing in this Condition 16Governing law and jurisdictionprevents any
Noteholder from taking proceedings relating to adbie (Proceeding$) in
any other courts with jurisdiction. To the extefiowed by law, Noteholders
may take concurrent Proceedings in any numberrisdictions.

Service of ProcessThe Issuer agrees that the documents which atart

Proceedings and any other documents required sefved in relation to those
Proceedings may be served on it by being delivdaced.aw Debenture

Corporate Services Limited at Fifth Floor, 100 WoSutleet, London EC2V
7EX, United Kingdom, or to such other person witha@dress in England or
Wales and/or at such other address in England des\as the Issuer may
specify by notice in writing to the Noteholders.thiag in this paragraph shall
affect the right of any Noteholder to serve processany other manner
permitted by law. This Condition applies to Prodegd in England.

Consent to enforcement etto the extent permitted by applicable law, the
Issuer consents generally in respect of any Pracgedo the giving of any
relief or the issue of any process in connectionthwsuch Proceedings
including (without limitation) the making, enforcemt or execution against
any property whatsoever (irrespective of its usentended use) of any order
or judgment which is made or given in such Procegsli

Waiver of immunityTo the extent that the Issuer may in any jurisdictlaim
for itself or its assets or revenues immunity freait, execution, attachment
(whether in aid of execution, before judgment dneotvise) or other legal
process and to the extent that such immunity (wdredh not claimed) may be
attributed in any such jurisdiction to the Issuerite assets or revenues, the
Issuer agrees, to the extent permitted by appkcddlv, not to claim and
irrevocably waives such immunity to the full extgrarmitted by the laws of
such jurisdiction.
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SUMMARY OF PROVISIONS RELATING TO THE NOTES IN GLOB AL FORM

The Notes will initially be in the form of the Tem@ary Global Note which will be
deposited on or around the Closing Date with a commafekeeper for Euroclear and
Clearstream, Luxembourg.

The Notes will be issued in new global not&lGN”) form. On June 13, 2006 the
European Central Bank (th&CB”) announced that Notes in NGN form are in compi&n
with the "Standards for the use of EU securitiettlesaent systems in ESCB credit
operations" of the central banking system for theogthe ‘Eurosystent), provided that
certain other criteria are fulfiled. At the samané the ECB also announced that
arrangements for Notes in NGN form will be offerbg Euroclear and Clearstream,
Luxembourg as of June 30, 2006 and that debt sexsuim global bearer form issued through
Euroclear and Clearstream, Luxembourg after 31 Déee 2006 will only be eligible as
collateral for Eurosystem operations if the NGNids used.

The Notes are intended to be held in a manner whiobld allow Eurosystem
eligibility - that is, in a manner which would allothe Notes to be recognised as eligible
collateral for Eurosystem monetary policy and irdesy credit operations by the Eurosystem
either upon issue or at any or all times duringrthi. Such recognition will depend upon
satisfaction of the Eurosystem eligibility criteria

The Temporary Global Note will be exchangeable role or in part for interests in
the Permanent Global Note not earlier than 40 @dtgs the Closing Date upon certification
as to non-U.S. beneficial ownership. No paymentklvei made under the Temporary Global
Note unless exchange for interests in the PermaBiial Note is improperly withheld or
refused. In addition, interest payments in respédhe Notes cannot be collected without
such certification of non-U.S. beneficial ownership

The Permanent Global Note will become exchangeiablehole, but not in part, for
Notes in definitive form (Definitive Notes') in the denomination of EUR 100,000 each and
integral multiples of EUR 1,000 in excess theradha request of the bearer of the Permanent
Global Note if (a) Euroclear or Clearstream, Luxenny is closed for business for a
continuous period of 14 days (other than by reasbriegal holidays) or announces an
intention permanently to cease business, (b) arihetircumstances described in Condition
8 (Events of Defaultoccurs and is continuing or (c) the Issuer oragify Agent is, or will
prior to the next interest payment date be, obligedithhold tax on payments of principal or
interest under the Notes and such payment of taxidvoot be payable if the Notes were
represented in Definitive Form and such adversectamsequences cannot be avoided by
appointment of an Paying Agent in another jurisdict

So long as the Notes are represented by a TempQiatyal Note or a Permanent
Global Note and the relevant clearing system(g)esmit, the Notes will be tradable only in
the minimum authorised denomination of EUR 100,@0@ higher integral multiples of
EUR 1,000, notwithstanding that no Definitive Notesl be issued with a denomination
above EUR 199,000.

For so long as any of the Notes is represented Byraporary Global Note or a
Permanent Global Note held on behalf of Euroclesl/@ Clearstream, Luxembourg, each
person (other than Euroclear or Clearstream, Luxemg) who is for the time being shown in
the records of Euroclear or of Clearstream, Luxemndp@s the holder of a particular nominal
amount of such Notes (in which regard any certiiaar other document issued by Euroclear
or Clearstream, Luxembourg as to the nominal amofiatich Notes standing to the account
of any person shall be conclusive and binding fobparposes save in the case of manifest
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error) shall be treated by the Issuer and the Bagigents as the holder of such nominal
amount of such Notes for all purposes other thah véspect to the payment of principal or
interest on such nominal amount of such Noteswfuch purpose the bearer of the relevant
Global Note shall be treated by the Issuer andRayng Agent as the holder of such nominal
amount of such Notes in accordance with and sultgetihe terms of a Temporary Global

Note or a Permanent Global Note and the expresimisholder and holder of Notes and

related expressions shall be construed accordingly.

Notes which are represented by a Temporary Glob# Nr a Permanent Global Note
will be transferable only in accordance with théesuand procedures for the time being of
Euroclear and Clearstream, Luxembourg, as theroagebe.

Whenever the Permanent Global Note is to be exathfgr Definitive Notes, the
Issuer shall procure the prompt delivery (free bérge to the bearer) of such Definitive
Notes, duly authenticated and with Coupons attacime@in aggregate principal amount equal
to the principal amount of the Permanent GlobaleNotthe bearer of the Permanent Global
Note against the surrender of the Permanent GIsbtd to or to the order of the Fiscal Agent
not later than 15 days before the relevant exchandee to take place.

If:

(@) Definitive Notes have not been delivered by 5.00.p(London time) on the
fifteenth (15th) day before the relevant exchangd® Permanent Global Note
for Definitive Notes is due to take place; or

(b) the Permanent Global Note (or any part of it) hasome due and payable in
accordance with the Conditions or the date forlfredemption of the Notes
has occurred and, in either case, payment in futhe amount of principal
falling due with all accrued interest thereon hasbeen made to the bearer in
accordance with the terms of the Permanent Gloloéé ln the due date for
payment,

then the Permanent Global Note (including the @lian to deliver Definitive Notes)
will become void at 5.00 p.m. (London time) on stifteenth (1%‘) day (in the case
of (a) above) or at 5.00 p.m. (London time) on sdak date (in the case of (b) above)
and the bearer of the Permanent Global Note wiehao further rights thereunder
(but without prejudice to the rights which the lmanf the Permanent Global Note or
others may have under the Deed of Covenant exebytéak Issuer). Under the Deed
of Covenant, persons shown in the records of Eeawcland/or Clearstream,
Luxembourg as being entitled to an interest inRkemanent Global Note will acquire
directly against the Issuer all those rights toakihihey would have been entitled fif,
immediately before the Permanent Global Note becapid, they had been the
holders of Definitive Notes in an aggregate priatipmount equal to the principal
amount of Notes they were shown as holding in ¢teends of Euroclear and/or (as the
case may be) Clearstream, Luxembourg.

In addition, the Temporary Global Note and the Reremt Global Note will contain
provisions which modify the Terms and Conditions tbé Notes as they apply to the
Temporary Global Note and the Permanent Global Noke following is a summary of
certain of those provisions:

PaymentsAll payments in respect of the Temporary GlobatéNand the Permanent

Global Note will be made against presentation amdhe case of payment of principal in full
with all interest accrued thereon) surrender offtemporary Global Note or (as the case may
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be) the Permanent Global Note to or to the ordemgfPaying Agent and will be effective to
satisfy and discharge the corresponding liabilibéghe Issuer in respect of the Notes. On
each occasion on which a payment of principal mrest is made in respect of the Temporary
Global Note or (as the case may be) the PermaniebaCNote, the Issuer shall procure that
the payment is entergmio ratain the records of Euroclear and Clearstream, Libairyg.

The holder of a Temporary Global Note or a Perma@dobal Note shall be the only
person entitled to receive payments in respectatédlrepresented by such Temporary Global
Note or Permanent Global Note (as the case mayme)the Issuer will be discharged by
payment to, or to the order of, the holder of s@bbal Note in respect of each amount so
paid. Each of the persons shown in the recordsuobdear or Clearstream, Luxembourg as
the beneficial holder of a particular nominal amooihNotes represented by such Temporary
Global Note or Permanent Global Note (as the casg lme) must look solely to Euroclear or
Clearstream, Luxembourg, as the case may be, $oshare of each payment so made by the
Issuer to, or to the order of, the holder of suébb@l Note.

Payments on business days the case of all payments made in respect ef th
Temporary Global Note and the Permanent Global Nbtsiness day means any day on
which the TARGET 2 System is open.

Notices: Notwithstanding Condition 14\ptice9, while all the Notes are represented
by the Permanent Global Note (or by the Permandabdab Note and/or the Temporary
Global Note) and the Permanent Global Note is ljer Permanent Global Note and/or the
Temporary Global Note are) deposited with a comnsafekeeper for Euroclear and
Clearstream, Luxembourg, notices to Noteholders bwgiven by delivery of the relevant
notice to Euroclear and Clearstream, Luxembourg amdny case, such notices shall be
deemed to have been given to the Noteholders iordance with Condition 14Nptices on
the date of delivery to Euroclear and Clearstrebaxembourg, except that, for so long as
such Notes are admitted to trading on the Luxentp&tock Exchange and it is a requirement
of applicable law or regulations, such notices Ishisb be published in a leading newspaper
having general circulation in Luxembourg (whicheispected to b&uxemburger Wojtor
published on the website of the Luxembourg Stockharge \yww.bourse.lyu
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USE OF PROCEEDS

The net proceeds of the issue of the Notes, exgpdotamount to EUR 198,774,000
after deduction of the combined management and ramiieg commission and selling
concession incurred in connection with the issuéhefNotes, will be used by the Issuer for
the financing of capital expenditures relating evelopment and construction of the north-
western segment of the Prague Ring Road (the Bl&nkael) which is one of seven strategic
investment projects of the Issuer (séancial Information on Issuer - Income and
Expenditures — Capital Expenditures - north-westsegment of the Prague Ring Road - set
of ring road structures known as the “Blanka Turineln connection with the issue of the

Notes, the Issuer is considering entering into enoy and interest rate risk hedging
arrangements.
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DESCRIPTION OF ISSUER
Introduction

The City is the largest city (in terms of both am®ad population) in the Czech
Republic. The area of the City is 496 sg. kilome@ed the population is almost 1.2 million.
The City is located in the western part of the @z&epublic on both banks of the Vitava
River.

Under Czech law, the City is the capital city ofetiCzech Republic; it is a
municipality (n Czech, obeck regional authorityirf Czech, krgjand a public law entityirf
Czech, veejnopravni korporace(see ‘Administration and Organisatidh The legal status of
the City as the capital city of the Czech Repuldienunicipality, a regional authority and a
public law entity is governed by Czech ConstitusibAct No. 1/1993 Coll., the Constitution
of the Czech Republic, as amended (ti@oristitution”), Czech Constitutional Act No.
347/1997 Coll., on regional authorities, as amen(led “Regional Authorities Act’), and
Czech Act No. 131/2000 Coll., on the capital cityPoague, as amended (th@ity Act”).

The first record of the City is from the ninth cemnt In subsequent centuries, the City
became the political, administrative, economic aoliural centre of the Czech state. In the
14" century, the City became the seat of the EmpdrtteoHoly Roman Empire as well as a
cultural and political centre of Europe. From tH&" kentury until 1918, the City, as the
capital of the Czech Kingdom, was an integral pathe Habsburg Austrian Empire and later
the Habsburg Austro-Hungarian Empire. After Worlé&aW, the City became the capital of
the common state of Czechs and Slovaks, Czechdsovarhich, with the exception of
World War I, existed until December 31, 1992. Tmech Republic was established on
January 1, 1993 by the splitting of Czechoslovakia the Czech Republic, with the City
becoming its capital city, and the Slovak Repulilioe to its historical role and geographical
position, the City is traditionally both the nat&dnand regional centre of Czech politics,
administration, economy, finance, culture, educatind international affairs. Since 1992, the
historical centre of the City has been includedrenUNESCO World Heritage List.

The City represents a significant proportion of édeenomy of the Czech Republic; its
economic output is approximately a quarter of tadomal GDP of the Czech Republic (see
“Description of Issuer’'s Econort)y All major financial institutions and other fagm and
domestic commercial entities including subsidiaries multinational companies have
established their offices in the City. These ofiicaften play the role of the Central and
Eastern European headquarters of the companiesmmt Direct flight connections to
many major European, Asian and African cities, asllvas recent investments into
infrastructure and a dense network of modern offegldings, have increased foreign
investments and may facilitate the further econaseieelopment of its current residents.

The City is traditionally the seat of almost all imayovernmental authorities of
the Czech Republic, including both chambers of@aech Parliamenir( Czech, Parlament
Ceské republiky the Czech Governmerin(Czech, Vlada'eské republiky the President of
the Czech Republidr( Czech, Prezidenfeské republiky and the Czech National Banik (
Czech,Ceska narodni banRaThe Prague Stock Exchange is also based in itye Since
2012, the City has been the official seat of theoRean GNSS Agency responsible for the
European Union’s GALILEO and EGNOS satellite natiga programs. Being the
headquarters of the Academy of Sciences of thelCRepublic as well as home to more than
30 universities and approximately 150 thousandesttg] the City is the national centre for
the sciences and education.
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Rating

City’'s credit ratings are A+/A-1 (positive outlooky Standard & Poor’s Credit
Market Services Europe Limited and Al (stable ak)oby Moody's Investors Service Ltd.
Standard & Poor’'s Credit Market Services Europe itachand Moody’s Investors Service
Ltd are both established in the European Union, idieed in the United Kingdom and are
included in the list of credit rating agencies stgied in accordance with the CRA
Regulation, which is available on the ESMA webgligp://www.esma.europa.eu/page/List-
registered-and-certified-CRAS) (last updated Juriz023).

City Demographic Data

According to data published by the Czech Statibt@ffice, the City had as at
December 31, 2012 a population of 1.267 milliorpresenting approximately 12% of the
total population of the Czech Republic.

The following table sets out selected demograpate dn the City as at December 31,
2011 and 2012:

As at December 31

2011 2012
(thousands)

Population, total..............ocoo i e 1,242 1,267
MaIE.. .. 602 60E
Female... ..o, 63¢ 641
Foreigners (except persons with asylum)........................ 161 N/A
Population under working age (0-14)..........cocceevevvinnenn. 165 170
Population of working age (-64).........cccovvviiiiiii i 863 85€
Population over working age (65+)..........cccovvveiinnenns 214 22C
Population economically active.................................... 674.8 N/A

Source: Czech Statistical Office

According to data as at December 31, 2011 (exctudion-Czechs with valid
asylum), approximately 87% of the City’s populaticsn Czech and other significantly
presented nationalities are Ukrainians (approxitpa#® of the population), Slovaks
(approximately 1.8% of the population), Russiamp(aximately 1.6% of the population) and
Vietnamese (approximately 0.9% of the population).

The general unemployment rate in the City is caestly the lowest in the country.
More than 30% of employees have a university degrbe general unemployment rate in the
City in the last three month of 2012 was 3.3.%cornmggato 3.6% in 2011 and 3.8% in 2010.
The general unemployment rate in the Czech Repulag7% in 2012 comparing to 6.7% in
2011 and 7.3% in 2010.
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The following table sets out a comparison of seleaemographic data on the City
and the cities of Brno and Ostrava, which are #wsd and third largest cities in the Czech
Republic:

2011
Prague Brno Ostrava
(thousands)

Population, total...........cooie v 1,242 379 300
MaIE... .. 603 183 145
Female.......ooooe i 639 196 155
Population under working age-14)..........cccccceevviiinnnnnn, 16E 52 42
Population of working age (-64).........cocovvvi i 863 257 20¢
Population over working age (65+)............cvveeies e 214 70 50
Population iNCrease............ooouuviiii i i +7.6 -0.9 -2.3

Source: Czech Statistical Office

The following table sets out a comparison of seléalemographic data for certain
Central European capital cities

As at December 31, 2010

Prague Bratislava Warsaw Budapest Vienna
Population (thousands)....... 1,257 433 1,700 1,734 1,714
Area in sq. 496 368 517 525 415
kilometres............
Population pe sq kilometre
(thousands).............cceeueen. 2,534 1,177 3,287 3,301 4,132
Average age.........coeiennnns 41.6 41.0 41.7 42.3 40.6
Population increase
(thousands).............cccevenn. 8.1 1.7 5.9 12.1 15.7

Source: Czech Statistical Office

All information in this ‘City Demographic Datasection is sourced from the Czech Statistical
Office.

Administration and Organisation

General

Under the Constitution, the Regional Authorities And the City Act, the City (i) has
the legal status of a municipality, a regional autlf and a public law entity, (i) owns its
property and (iii) is able to enter into contrairtsts own name and on its own account as a
separate and independent legal entity.

Major Activities

The City’s main responsibilities include:

(€)) administration and management of its own property;

(b) support of economic development in the City;

(c) urban development and city planning;
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(d) implementation of state regulations and adminisnat

(e) social welfare and culture;

)] housing policy;

(9) local health care;

(h) public transport;

0] transport, communication and information technologyastructures;

() local education policy; and

(k) security.

The City is vested with two types of powers to perf its main responsibilities:
(@  Autonomous poweil@ Czech, samostatnaigobnosyt

Autonomous powers comprise exercising of the poveersferred upon the
City directly by law and regulations in connectigith the administration of its
own affairs and the affairs of its citizens (indlug, without limitation,

administration of its own property, provision ofhpig services, concluding
loans, issue of bonds or notes and general developaof the City).

(b) Delegated powerén Czech, penesend gsobnosy

Delegated powers comprise exercising of governnhemt@ministrative
functions on behalf of the Czech Republic.

When exercising its autonomous and delegated powees City may adopt local
legislative acts.

Relationship between the Czech Republic and the/ Cit

When exercising its autonomous powers, the Citgggilated only by laws and other
legal regulations adopted on the basis of such layshe relevant central governmental
authorities. The governmental authorities may feter with the autonomous powers of the
City only for the purpose of the protection of lawd to the extent permitted by law. When
exercising its delegated powers, the City is aldgject to various resolutions and directives
from the relevant governmental authorities.

In the event of any unlawful interference on thet md the Czech Republic or its
governmental authorities with the City’'s autonomouswers, the City may seek the
revocation or prevention of such intervention befdthe Czech Constitutional Courin (
Czech, Ustavni soudeské republiky

The legality of acts performed by the City is swmd by the Czech Ministry of
Interior (in Czech, Ministerstvo vnitfawhich may seek a revocation of the City’s ledfiste
acts before the Czech Constitutional Court andvaaaion of other acts before the Czech
administrative courts. In case of acts issued byQity within its delegated powers, other than
legislative acts, the Czech Ministry of the Interfoay revoke such acts if they are illegal.
These procedures do not apply to acts performettidoyCity in the area of civil, commercial
or labour law. The acts performed by the City ia #veas of civil, commercial or labour law
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are subject to general review by Czech civil coartd other governmental authorities as acts
of the other entities in the Czech Republic.

The budgetary income of the City is dependent an tdx income of the Czech
Government and transfers (subsidied) Czech, transfery (dotade)from the Czech
Government. The amount of the City’s sharing ongeoceeds of the Czech Government is
stipulated by law (seeFitnancial Information on Issuer - Income and Expéamés - Sources
of Incomé&). The Czech Ministry of Financen(Czech, Ministerstvo financimonitors Czech
municipalities and regional authorities, such as @ity, in cases of a financial distress. Any
extraordinary governmental support to the Cityase of the City’s distress is not defined by
Czech law and the Czech Government interventioulistress bailout in such case is not
mandatory. The City has not been subject to ani ggwernmental intervention or distress
bailout. Obligations of the City are not in any wayaranteed or otherwise backed by the
Czech Republic or any agency, ministry or politsabdivision of the Czech Republic.

Institutional Framework

The internal affairs of the City are set out in gy Act and the statute adopted by
the City Assembly as Decree No. 55/2000 (tB¢atute”). The Statute defines the internal
relationships of the City and divides autonomous delegated powers between the City and
the 57 self-administered city districtg (Czech, ristskacas) (the ‘City Districts”) (see
“City Districts)).

The City is autonomously administered by the Cityssémbly i Czech,
zastupitelstvp Other bodies of the City are the City Counail Czech, radp the Mayor in
Czech, primator, the City Hall (n Czech, magistratand the Municipal Policei{ Czech,
Mestska polici¢. Each of the City Districts is organised in a i&@mmanner, having the
District Assembly ifh Czech, zastupitelstvoeéBiskécasti), the District Council i Czech,
rada mestskécasti), the Mayor in Czech, starosjaand the District Hall i@ Czech, #ad

T4

méstskécasti).
City Assembly

The City Assembly is the supreme authority of thiéy Gnd comprises 55 — 70
members. The current City Assembly consists of @atvers.

The City Assembly sets up committees as its adyibodies for individual areas. The
committees deal with tasks assigned to them by Gitg Assembly. Members of the
committees must be members of the City Assembly.

The following committees are mandatorily establishe accordance with the City
Act:

(@ Finance Committear{ Czech, finatni vybo);
(b) Control Committeeifl Czech, kontrolni vybyr
(c) Education Committedr( Czech, vybor pro vychovu a vlal/ani;

The City Act empowers the City Assembly to estabbsher committees as the above.
The City Assembly has currently set up the follogvadditional committees:

(@) Security, Transparent Administration and Legiskt@ommittee i Czech,
vybor pro bezp#&ost, transparentni vejnou spravu a legislatiyu
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(b)
(€)
(d)

(e)

(f)

(9)

(h)

(i)

Transportation Committeén(Czech, vybor pro doprayu
Economic Committeer{ Czech, vybor pro hospotikou politiku);

Information Technologies and European Funds Corami{h Czech, vybor
pro informatiku a evropské fongdy

Infrastructure Committeen( Czech, vybor pro infrastruktuyu

Culture, Heritage, Expositions, Tourism and ForeRglations Committedr(
Czech, vybor pro kulturu, pamatkovoucpévystavnictvi, cestovni ruch a
zahraneni vztahy;

City Planning Committear{ Czech, vybor pro Gzemni rozJoj

Health Care, Social Welfare and Housing CommitieeQzech, vybor pro
zdravotnictvi, socialni a bytovou politikuand

Environmental Committeen( Czech, vybor pro Zivotni prastdi).

The City Assembly has the power to decide on sicgmift matters that concern the
City; among other things, it:

(@)

(b)
(€)
(d)
(e)

(f)
(9
(h)

(i)
(),

(k)
U
(m)
(n)

elects and recalls the Mayor, the Deputy Mayor Czech, nam@stek
priméatora) and members of the City Council,

approves the budget and annual account of the City;
adopts local legislation in the areas of the Cigtsonomous powers;
approves issues of bonds;

approves granting or concluding loans in the nom@@ount exceeding
CZK 10,000,000;

approves acquisitions, disposals and pledges béstate assets;
approves provision or acceptance of subsidieséegxof CZK 50,000,000;

approves provision of guarantee or an assumpti@nondebtedness in excess
of CZK 5,000,000;

approves provision of subsidies to the City Dissic

approves disposals with shareholdings in compawids a value exceeding
CZK 5,000,000;

establishes and dissolves the Municipal Police;
adopts any amendments to the Statute;
approves the zoning plang,, the City development plan);

revokes decisions of the City Council, if the reatian is proposed by the
Mayor; and
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(0) allocates personnel and material resources to itigeHall.

Meetings of the City Assembly are convened in wgtby the Mayor, usually chaired
by the Mayor and are held at least once every thneaths. Any decision of the City
Assembly must be approved by at least a simple nibyajof all members, provided that a
simple majority of all members of the City Assemldyresented at the meeting.

Elections for the City Assembly and each Distriss@mbly are held on the same date
as the elections in all municipalities of the Czdé&dbpublic. Elections take place by secret
ballot according to a system of proportional repreation. The office term of the current City
Assembly members commenced on October 16, 2010. fgve elections to the City
Assembly will be held in autumn 2014, unless thdy CAssembly is dissolved and
extraordinary elections are held earlier. The follg parties are represented for the current
2010 — 2014 office term: TOP 09, ODS (Civic Demticr&arty), CSSD (Czech Social
Democratic Party) and K9V (Communist Party). Two members of the City Assgmdre
not members of any party.

The following table sets out the political compmsitof the City Assembly as of the
date of this Prospectus:

Political Party Political Party Number of
(English name) (Czech name) members
TOP 09.ceiviieiei e e, TOP 09 26
Civic Democratic Pari............... Obc¢anska demokraticka strana (OL 18
Czech Social Democratic Pe...... Ceska strana sociahdemokraticka¢SSD 14
Communist Party...................... Komunisticka strana’ech a Moravy (KEM) 3
Non-applicable (independent
members).........ooev i, 2
63

On May 23, 2013, the political coalition of the @i\Democratic Party (ODS) and
TOP 09 in the City Assembly ended. Subsequently? D9 and the Czech Social Democratic
Party (SSD) agreed that the Czech Social Democratic R&$BD) will support the City
Council comprising of TOP 09’s representatives luhi end of the current City Assembly
election term in autumn 2014. At the City Assembigeting held on June 20, 2013, the
Czech Social Democratic Partf$SD) enabled the election of the new Mayor, Deputy
Mayors and members of the City Council nominated ®P 09 (please see Gity Council).

City Council

The City Council is the executive body of the Capd under the City Act shall
comprise of eleven members elected by the City ibbe (i.e. the Mayor, Deputy Mayors
and members of the City Assembly). The City Courscéccountable to the City Assembly.

The City Council may establish commissions. Cominissare advisory bodies of the
City Council which are accountable to the City Caln

The City Council exercises the autonomous powershef City and executes the
delegated powers of the City unless the delegadecers are executed by the City Hall. The
City Council, among other things:

(@) administers the City in accordance with the apptdwedget;

(b)  adopts local legislation in the area of the Cityedegated powers;
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(c) instructs the City Hall in the area of the Cityl#@omous powers;

(d) adopts the budget measures in accordance with ityés Qegislation and
budget;

(e) approves disposals with the City’s assets; and

() prepares proposals for meetings of the City Assgndnd implements
decisions adopted by the City Assembly.

Meetings of the City Council are convened in wgtiny the Mayor, usually chaired
by the Mayor held on a weekly basis and are not public. Meeatigutes are available to the
public. Any decision of the City Council must bepapved by at least a simple majority of all
members, provided that a simple majority of all rhens of the City Council is presented at
the meeting.

As at the date of this Prospectus, the City Couscilomprised of ten members (the
Mayor, three Deputy Mayors and six members of titg Council) who were nominated by
the political party TOP 09.

On May 23, 2013, the Mayor Bohuslav Svoboda and beemof the City Council
Aleksandra Udzenija and Josef Nosek were recaljetthdr City Assembly. On the same day,
members of the City Council lvan Kabicky and Ratdekynsky resigned from their offices.
Mr Svoboda, Mrs UdZenija, Mr Nosek, Mr Kabicky akil Lohynsky represented the Civic
Democratic Party (ODS). On May 23, 2013, the priticoalition of the Civic Democratic
Party (ODS) and TOP 09 in the City Assembly enddsequently, TOP 09 and the Czech
Social Democratic Party’SSD) agreed that the Czech Social Democratic REBBD) will
support the City Council comprising of TOP 09’s negentatives until the end of the current
City Assembly election term in autumn 2014. On JR8e2013, members of the City council
Helena Chudomelova and Pavel Richter of TOP 09ymnesi from their offices. At the City
Assembly meeting held on June 20, 2013, the CzechalSDemocratic Party((SSD) enabled
the election of the new Mayor, Deputy Mayors andnbers of the City Council nhominated
by TOP 09.

The current members of the City Council and the@as of responsibility are set out

below:

Name Position Area of responsibility Political party

Tomas Hudeek Mayor City development (zoning plan), security andTOP 09
external relations

Jiti Nouza Deputy Mayor Infrastructure and environment TOP 09

Vaclav Novotn Deputy Mayo Culture, heritage, expositions, tourism & TOP 0¢
foreign relatior

Jiti Véavre Deputy Mayo Finance TOP 0¢

Lukas Manhart Member Transparent public administration, legislationTOP 09
sport and leisure

Jan Vasiek Member Property management and business TOP 09
development

Martin Dlouhy Membe Health and social care, housing pol TOP 0¢

Eva Vorlickova Member Information technology, EU funds TOP 09

Ludmila Stvanova Member Education and science TOP 09

Jiti Paizek Membe Transportatiol TOP 0¢
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Mayor

The Mayor represents the Citys-a-visthird parties and acts on behalf of the City.
The Mayor is elected by the City Assembly from thembers of the City Assembly and is
accountable to the City Assembly. The Mayor mayebelected.

The Mayor has the power to, among other things:

(@) sign decrees, orders and other decisions of the A&sembly and the City
Council;

(b) implement decisions of the City Assembly and thiy Ciouncil,

(c) appoint and recall the Director of the City Hall Czechseditel magistrati
subject to the approval of the Czech Ministry d&hor;

(d)  setthe salary of the Director of the City Hall;

(e) suspend the effectiveness of the decision of thg Council and request the
City Assembly to revoke such suspended decisiom; an

)] manage the Municipal Police.

Currently, the Mayor is Tomas Huskk of TOP 09. Mr Hudgek was elected at the
meeting of the City Assembly held on June 20, 2018less Mr Hude&ek is recalled or
resigns earlier, the new Mayor will be electe@athe City Assembly elections to be held in
the autumn 2014 (if the City Assembly is not disedl and the City Assembly extraordinary
elections are held earlier). The previous Mayor Ugbév Svoboda was recalled on May 23,
2013 by the City Assembly when the political coafitof the Civic Democratic Party (ODS)
and TOP 09 in the City Assembly ended (please s€&y Assemblyand “City Council).

City Hall

The City Hall is a professional administrative badythe City responsible for the day-
to-day administration of the City within the scogleits autonomous and delegated powers.
The City Hall is a politically independent bodys tonstitution has remained relatively stable,
irrespective of the results of the City Assemblyotibns.

The City Hall is headed by a Director of the CitglHcurrently Mr Martin Trnka. The
Director of the City Hall attends meetings of thityQAssembly and the City Council in an
advisory role, and does not have the right to vBtavers and responsibilities of the Director
of the City Hall are stipulated by the City Act aagplicable laws. Under the City Act, the
Director of the City Hall has the power to:

(a) implement decisions and instructions of the Cityséwably, the City Council
or the Mayor,

(b)  setthe salaries of the City Hall employees;

(c) appoint the deputies of the Director of the CityllHigon the approval of the
City Council; and

(d) actas a statutory body towards employees of theHEill.
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The basic organisational units of the City Hall departmentsiif Czech, odbgr A
head of each department is appointed and removéiaeb@ity Council on a recommendation
of the Director of the City Hall. Each departmenti part of an administrative section of the
City Hall (in Czech, sekce Magistratu hl. m. Prahfhe City Hall sections are headed by the
Director of the City Hall and Deputy Directors tiet City Hall {(n Czech, na@stekrediteld.
The City Hall consists of the following sections:

(@) Director’'s Departmentirf Czech, sekce primézenasreditelem Magistratu hl.
m. Prahy;

(b) Finance and Asset Management Departmi@ntgech, sekce findni a spravy
majetky;

(c) City Administration Departmentr( Czech, sekce spravysta);

(d)  State Administration Departmenh (Czech, sekce statni spravsnd
(e)  City Planning Departmenin( Czech, sekce rozhodovani o iemi
As at January 31, 2013 the City Hall had 1,859 epgx#s.

The City Hall implements the decisions of the GNgsembly and the City Council.
The City Hall executes most of the City’s delegatexivers and provides administrative
services to the City Assembly and the City Council.

With respect to the City’'s autonomous powers, they Elall is responsible for
preparing materials for the City Assembly and thiy Council, assisting committees of the
City Assembly and commissions of the City Counailtheir activities, discharging and
delegating the duties imposed on it by the Cityehskly and the City Council and advising
and providing administrative support to the Citystiicts, legal entitiesir{f Czech, pravnické
osoby and organisational unitin(Czech, organizani slozky established and founded by the
City.

City Districts

The territories of the City Districts are determdniey the Statute. The autonomous
powers, which are vested in the City Districts by City Act and the Statute, are exercised by
the District Assemblies and the District CouncN&embers of the District Councils and the
Mayors of the City Districts are elected by thetbis Assemblies. The Mayor of the City
District represents the City Distrieis-a-visthird parties and heads the District Hall.

The City Districts act independently on their oweceunt, and bear any liability
incurred as a result of or in connection with sacts, provided that:

(@) certain acts of the City Districts must be approwedadvance by the City
Assembly €.g, the taking of a loan if the aggregate amount ted City
District’s indebtedness for borrowed money towattted parties amounts to
or exceeds 40% of the City District’s budgeted mey;

(b) certain acts of the City Districts must be approwedadvance by the City
Council €.g, acquisition of real assets); and

(c) an intention of a City District to make certainsantust be notified to the City
Council in advancee(g, disposals of real assets or the taking of a lnaan
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amount exceeding one sixth of the City Districtiedgeted income) which is
thereafter considered by the City Council. The @tyuncil or one fifth of
the members of the City Assembly may request tiy &8sembly to consider
this intention. The City Assembly may make any jmsa with respect to the
above described intention and such proposals amdirig upon the City
District.

The City Districts manage the assets which are dvared entrusted to them by the
City. Such assets include property located withia €City Districts required for day to day
operation of the City Districts. The City Distriai® not own any assets. Any assets acquired
by a City District are acquired on behalf of theyGind the City District is only entitled to
administer such acquired assets. Save as discidsra with respect to the limits of the City
Districts’ power to act independently, the City fists exercise all rights and obligations in
relation to the assets entrusted to them by thg @itacquired on behalf of the City. In
addition, the City Districts are prohibited to disge of certain categories of assets listed in the
Statute €.g, real assets used for administrative, educationabcial welfare purposes).

In the field of budgetary management, the City st are subordinated and under
control of the City exercised through the City H3lhe control of the City may be exercised
by means of aad hoccontrol or an annual examination of the City Detts annual financial
statements. The City Districts may, in their owscdétion, opt to have the annual financial
statement examined by an independent external axudiit such case, the City does not
examine the annual financial statements of the Digyrict.

City as a Region of the Czech Republic

Under the Regional Authorities Act, the Czech Rdipuis divided into 14 regions
administered by self-governing regional authorjtiaad the City is one of the regional
authorities. As such, in addition to autonomous @elégated powers belonging to the City as
a municipality, the City exercises the autonomond delegated powers which belong to a
regional authority.

Subsidiaries and Organisations
Companies

The City is a shareholder of companies providingliguservices (such as public
transport, waste management or electricity, gabeat supplies) or companies conducting
standard business activities. All the City’s sulzsies were incorporated under Czech law in
the form of a joint-stock companin(Czech, akciové spaieost). The City owns no shares in
foreign companies.

The financial statements of the City do not inclikde assets, costs and revenues of
the companies of which the City is a shareholdebs&lies provided to these companies,
however, are a part of the City’s current and egkpenditures (sed-Inhancial Information
on Issuer — Accounting Procedures of the Qitpividends received from the companies are
an income of the City.
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The following table sets out principal informatiabout companies in which the City
owns shares as at March 31, 2013:

as at March 31, 2013

Name Scope of Business Registered  Shares Shareholding
capital (%) book value
(CzK as at
thousands) December
31,2012
(CzK
thousands)
Bohemia Bingo, akciova spoknost
VIkvIidaci .o e Lottery company 1,000 5 0
Dopravni podnik hl. m. Prahy, akciova
SPOIENOSE. .. Operator of public 30,726,125 100 30,726,125
transport
CHEMAPOL GROUP, a.s?.................... Industrial holding 2,506,40. 1.2% 0
Kolektory Praha, a.S...........cccooveveennis Operator of collectors 69,617 100 69,617
(underground
passageways of
engineering networks)
Kongresové centrum Praha, a.s.............. Congress centre 1,406,254 100 2,672,489
Obecni dim, a.S........cccoviiiiiii i, Culturalcentre 116,26( 10C 269,63¢
PPFbanka a.S.........ccocvevvviiiiii e, Commercial bank 769,004 6.73 354,892
PraZské energetika Holding a.s............... Holding compan 3,598,62 51 1,002,26.
Prazska plynarenska Holding a.s............ Holding company 1,515,470 51 369,082
Prazska teplarenska Holding a.s............. Holding compan 1,937,69. 51 999,12¢
Prazska vodohospodé#skéa spol€nost a.s... Water management 5,445 100 12,426
Prazské sluzby, a.S.......cc.cvoiiiiiiiniinnn, Waste management, wa:  2,631,16 76.92 2,023,94!
incineration, electricity
production
PVA QS Exhibition manageme 5,00( 11 46€
Rozvojové projekty Praha, a.s............... Business development 104,770 100 104,621
and management of assets
TRADE CENTRE PRAHA as................ Real estate administration 15,000 90 14,070
and management
Upravna vody Zelivka, a.s..................... Water treatment plai 2,626,501 90.0¢ 953,80t
operator
Zdroj pitné vody Kérany, a.s................. Drinking water sourct 399,00( 97.2:2 223,64

operator

1 The company is in liquidation procedure since8L99
2 The company was declared bankrupt and the bankrpptceeding commenced as of January 27, .
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Set out below is a brief description of the primtipompanies in which the City owns
a shareholding:

Dopravni podnik hl. m. Prahy, akciova spaiiest

Dopravni podnik hl. m. Prahy, akciova spwolest (‘DPP’) operates the public
transportation in the City and surrounding areeluiting operation of trams, buses and metro
and procures construction of new public transpuirastructure. The company also owns a
variety of technical facilities for the operatiofi the public transportation in the City. The
company is the largest public transport operatthénCzech Republic.

The relationship between the City and Dopravni jodm. m. Prahy, akciova
spole&nost and subsidies for operation of the public dpamtation paid by the City to this
company are further described irFifiancial Information on Issuer - Income and
Expenditures — Expenditures - Transportation

Prazské sluzby, a.s.

Prazské sluzby, a.s. is responsible for the wasteagement in the City, including
waste collection, street cleaning, recycling arldteel environmental services. The company
operates approximately 15 waste collection poiBtsf(them are operated in cooperation with
the City), approximately 9,000 waste containers andiunicipal waste incinerator. The
company is also responsible for the road maintemamdhe City and is one of the biggest
Czech providers of traffic and road signs.

The City paid to Prazské sluzby, a.s. for provisafnthe above described public
services CZK 2.3 billion (EUR 89 million) in 201hé CZK 2.2 billion (EUR 85 million)in
2012.

The City and Northward Holdings Limited are curkgmtegotiating the acquisition of
19.3% of shares in Prazské sluzby, a.s. by the fisn Northward Holdings Limited.
As aresult of this acquisition, the City would betwe a 96.24% shareholder in Prazské
sluzby, a.s. On March 19, 2013, the City Councjiraped the Memorandum on Cooperation
between the City and Northward Holdings Limitedaeting the acquisition.

Kongresové centrum Praha, a.s.

Kongresové centrum Praha, a.KCP”) is the owner of the major congress centre in
the City. Its main activity is the organisation adngresses, symposia, fairs, exhibitions and
other similar events.

The revenues of KCP have significantly decreasethénlast decade with revenues
being CZK 457,078 thousand (EUR 17.7 million) inL20and CZK 474,524 thousand (EUR
18.4 million) in 2012. In addition, KCP is overberted by long-term borrowings amounting,
as of December 31, 2012, to approximately CZK b (EUR 62 million) and comprising
of, amongst others, banks loans, loans providethéyity and issued bonds.

The City granted to KCP the CZK 10 million (EUR 38ibusand) loan maturing no
later than June 30, 2014 and the EUR 3,151,500 eatiniring no later than June 30, 2014.
The City also guarantees the CZK 700 million (EURnZillion) bank loan provided to KCP
by Komekni banka, a.s. (se®escription of Debt of Issuer - Guarant&es

KCP also issued EUR 55 million bonds which are goered by the Czech Republic.
On April 12, 2012, the guarantee for EUR 55 millibonds was utilised and the Czech
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Republic paid the coupon in the amount of EUR 3illan. The guarantee must be refunded
by KCP to the Czech Republic by April 16, 2014.

The City Council approved the financial restruatgrof KCP by a decrease of KCP’s
registered capital from CZK 1,406,265 thousand (E33Rmillion) to CZK 818,321 thousand
(EUR 32 million) using the accumulated KCP’s loss@sl subsequent increase of KCP’s
registered capital in the amount of CZK 1,906,082usand (EUR 74 million) by the Czech
Republic, as a result of which the registered ehmf KCP will amount to CZK 2,724,353
thousand (EUR 106 million) and the Czech Republit mecome the 70% shareholder of
KCP The City estimates that the capital increade e completed by the end of the year
2013. Thereafter, the City intends to increase nitmority stake in KCP by equity
contributions to its registered capital. As at da¢e of this Prospectus, the Government of the
Czech Republic has not decided on this restrugjupian.

PraZské energetika Holding a.s.

51% of shares in Prazska energetika Holding a.ewised by the City and 49% of
shares is owned by EnBW Energie Baden-Wirttemb&g Prazska energetika Holding a.s.
is the holding company which owns 58.046% of share®raZzska energetika, a.s., the
distributor and leading supplier of electricity the City. 41.396% of shares in PraZzska
energetika, a.s. is directly owned by EnBW EneBaden-Wirttemberg AG.

Prazska plynarenska Holding a.s.

51% of shares in Prazsk& plynarenské& Holding s.ewned by the City and 49% of
shares is owned by E.ON Czech Holding AG. Prazsk#penska Holding a.s. is the holding
company which owns 50.2% of shares in Prazska piyrskd, a.s., the distributor and leading
supplier of gas in the City. 49.35% of shares iaZBka plynarenskd, a.s. is directly owned by
E.ON Czech Holding AG.

The City is currently considering the acquisitidrEobON Czech Holding AG’s shares
in PraZzska plynarensk& Holding a.s. and PraZskd&apiynska, a.s. The City has commenced
negotiations concerning the acquisition of suchresha

PraZzské teplarenské Holding a.s.

51% of shares in Prazské& teplarenska Holding s.ewned by the City and 49% of
shares is owned by PT-Holding Investment B.V., aniver of the Energeticky a #nyslovy
Holding group. PraZska teplarensk& Holding a.thasholding company which owns 47.33%
of shares in Prazsk teplarenska a.s., the distrilnd supplier of heat in the City. 48.67% of
shares in PraZzska teplarenskd a.s. is directly owme NPTH, a.s., a member of the
Energeticky a Rimyslovy Holding group.

Companies of City Districts

The City Districts are also shareholders of sevecghpanies. As at December 31,
2012 the aggregate book value of all shares heltheyCity Districts in those companies
amounted to approximately CZK 837.6 million.

Contributory Units

The City establishes contributory uniti® (Czech, pispevkové organizageas non-

profit legal entities established for the provisinpublic services and administration of the
City’s assets. The legal status of contributorytairs governed by Czech Act No. 250/2000
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Coll., on budgetary rules of local budgets, as aiedn(the Budgetary Rules Act).
Principally, two types of contributory units aretasished by the City — educationah (
Czech, Skolska /spvkovd organizage and non-educational in( Czech, neSkolska
prispevkova organizacegontributory units. The purpose and scope of agtof contributory
units are set out in their founding deed. Contabytunits play an important role in the
efficient functioning of the City +e., they provide public services in the areas of atlan,
City development, transportation, health care, aoeielfare, culture, administration of the
City’s assets and security.

Contributory units are legal entities which haveght to enter into agreements with
third parties or to perform other legal acts. Hoarewany right of contributory units is limited
by their founding deeds and applicable law. Acamgydito the Budgetary Rules Act,
contributory units:

(@) are limited in entering into agreements with finahobligations;

(b) may enter into loans or financial lease agreemevits the prior written
consent of the City;

(c) may not provide a guarantee for obligations ofttipiarties;

(d)  may not acquire any shares or other securitiesi{gies can only be acquired
upon a prior written consent of the City as a cdesition for claims against
third parties);

(e) cannotissue, accept or guarantee any promissoeg;no
)] may not give financial or any other donations fedtiparties; and
(9) may not establish legal entities or be a sharehaideompanies.

The City, as the founder, provides contributorytsinvith assets to be used and
administrated by them for tasks set forth in thfelanding deeds. These assets are not
included in the financial statement of the City g(s#&inancial Information on Issuer —
Accounting Procedures of the City

Contributory units manage financial resources pceduby them and financial
resources received from the City. Contributory sinéiceive financial resources from the City
in the form of the capital expenditures subsidiésagpex subsidie§ or non-capital
expenditures contributions r{bn-capex contributions). The capex subsidies or non-capex
contributions form a part of the City’s current azapital expenditures.

The following table summarizes the aggregate amofinbn-capex contributions and

capex subsidies provided by the City to its comtdpy units in 2011 and 2012 and
contributions and subsidies budgeted for 2013:

For the year ended December 31,

2011 2012 2013
(actual) (actual) (budgeted)
(CZK thousands)
Non-capex contribution..............c..cc...... 7,708,155.2 7,691,361.2 6,828,090.
Capex subsidies............cooviiiiiinnnnns 540,640.3 443,252.0 170,297.5
Total... oo 8,248,795.5 8,134,613.2 6,998,388.1
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Non-educational contributory units

As at March 31, 2013, the City (excluding the dmistricts) was the founder of 59
non-educational contributory units. The purposehef non-educational contributory units is
the provision of public services, other than edocaiand administration of the City’s assets.

The following table contains the list of the mostportant of the City’s non-
educational contributory units existing as at Ma@h 2013and amount of non-capex
contributions and capex subsidies provided by thg 10 its contributory units in 2011 and

2012 and contributions and subsidies budgeteddb82

For the year ended December 31,

2011 2012 2013 2011 2012 2013
Name Scope of Non-capex Non-capex Non-capex Capex Capex Capex
Activity  contribution contribution contribution subsidies subsidies  subsidies
(actual) (actual)  (budgeted) (actual) (actual) (budgeted)
(CZK thousands)
Utvar rozvoje hl. m. Prahy Development 251,437.0 237,248.7 224,459.810,000.0 0.0 5,000.0
Zoologicka zahrada hl. m.
Prahy.......ccoooiiieiiiiiiece, Z00 136,664.9 103,496.5 87,227.3 18,299.6 26,214.8 0.0
Technick4 sprava
komunikaci HMP............. Transportation  87,160.0 82,569.8 77,719.5 0.0 0.0 0.0
ROPID......ccovviiiiiiiie, Transportation  66,197.2 64,310.3 60,450.4 0.0 0.0 0.0
Zdravotnicka zachranna
sluzba HMP.................... Health care 227,455.0 221,748.7 202,741.0 427.6 10,800.0 15,000.0
Jedl. Gstav, MS, ZS a SS.....Social care 55,042.3 53,909.0  45,580.0 0.0 0.0 0.0
DS Elisky Purkynové......... Social car 25,375.: 26,352.¢ 34,760.0 3,286.¢ 2,920.( 0.C
DS Zahradni mésto............... Social care 30,886.0 27,615.0 24,796.055,332.6 240.0 0.0
DSS VlaSska.................... Social care 32,054.2 30,489.4 26,783.0 144.0 3,137.3 0.0
ICSS Odlochovice............. Social care 34,420.6 31,621.3  28,297.0 0.0 180.0 0.0
Détské centrum Paprsek... Social car 34,025.¢ 34,758." 36,024.( 0.C 1,484. 1,364.!
Centrum soc. sluzeb Praha..Social car 74,068.( 89,527.: 75,515.( 16,010.: 7,000.( 0.C
M &stska divadla prazska.....Culture 58,323.4 57,2953 49,211.0 350.0 15,150.0 0.0
Svandovo divadlo na
SmichowW............covinee Culture 42,108.0 38,682.0 37,667.0 0.0 0.0 0.0
Hudebni divadlo v Karliné Culture 67,628.0 64,240.2 59,648.0 7,640.0 0.0 0.0
Divadlo v Dlouhé............... Culture 38,842.( 39,055.( 38,026.( 0.C 0.C 0.C
Divadlo na Vinohradech... Culture 68,962.( 69,962.( 63,988.(  2,650.( 891.( 3,803.(
Prazska informaéni sluzba Culture 19,329.0 50,565.0 36,436.012,120.0 0.0 0.0
Symfonicky orchestr hl. m.
Prahy......cooooviiiiiiinn. Culture 85,103.0 83,054.0 78,865.0 0.0 0.0 0.0
Galerie hl. m. Prahy........... Culture 87,220.8 84,502.9  63,409.0 38,600.0 48,800.0 24,300.0
Muzeum hl. m. Prahy........ Culture 80,517.( 77,114.( 50,000.( 46,930.( 27,552.( 10,000.(
M éstska knihovna v Praze.. Culture 227,265.! 222,552.. 213,560.0 4,587.( 1,574.( 1,250.(
Spréva sluzeb hl. m. Prahy Security 274,428.0 268,691.0 262,118.136,000.020,000.0 21,162.0
Sprava prazskych Hbitovia Funeral
services 63,514.4 59,020.1 56,935.7 2,365.0 3,275.0 23,725.0
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Educational contributory units

As at March 31, 2013, the City was the founder @5 &ducational contributory units
comprising schools and other educational instihgion the following structure: 35 high
schools, 27 secondary technical schools, 16 higinefessional schools, 38 schools for
students with special educational needs, 25 vaealtischools, 1 school canteen, 7
pedagogical-psychological centres, 2 children’s ésnd homes, 1 language school, 1 music
school, 25 elementary schools of arts and 13 hdareshildren and youths.

The City grants financial subsidies in the formnoh-capex contributions and capex
subsidies also to educational contributory unitsfted by the City Districts. As at March 31,
2013, the City granted financial subsidies to 48doational contributory units founded by
City Districts. These units consist of 241 nurseehools, 194 elementary schools, 12 school
canteens, 2 elementary schools of arts and 2 hfamekildren and youths.

The following table summarizes the aggregate amotitite non-capex contributions

and capex subsidies granted to educational cotdripwnits founded by the City and by the
City Districts in 2011 and 2012 and the contribntiand subsidies budgeted for 2013:

For the year ended December 31,

2011 2012 2013
(budgeted)
(CZK thousands)
Educational contributory uni
founded by City districts............... 144,801 125,521 =
Educational contributory units
founded by the City..................... 1,242,379.5 1,212,398.3 812,257.0

1 Not yet budgeted.
Organisational Units

According to the Budgetary Rules Act, the City bbthed the Municipal Police as
the organisational unit. It does not have a legab@nality. It acts on behalf of and for the
account of the City and its employees are emplogédlse City. The Municipal Police does
not dispose with its own financial resources anis ibnly authorised to manage the City’s
resources needed for its activity.

Charitable Trusts

According to Czech Act No. 248/1995, on charitaltasts, as amended (the
“Charitable Trusts Act”), charitable trusts are non-profit legal entitiesunded for the
purpose of providing public charitable servicese Taunding deed of a charitable trust sets
out the type of charitable services provided by ttast and the conditions under which the
services are to be provided. Each charitable trastits own budget, which is independent
from the budget of its founder. The City may, &t sble discretion, be the founder or co-
founder of a charitable trust.

Charitable trusts founded by the City provide smsirelated to culture, education,
sport, employment, protection and support of nali@md other minorities or crime and drug
prevention. The City usually supports these cHaletdarusts by its initial financial or non-
financial contribution and afterwards by regularnaa contributions or byad hoc
sponsorship. Contributions granted to charitablstsr form part of the City’s current and
capital expenditure.
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The following table contains a list of the charlaaktrusts founded by the City which
existed as at December 31, 2012 andatim@unt of contributions granted to charitable sust
by the City in 2011 and 2012 and contributions laidd for 2013:

For the year ended December 31,

2011 2012 2013
City’'s City’'s City’s
Contribution Contribution Contribution
(actual) (actual) (budgeted)
Name Scope of Services
(CZK thousands)
Cinoherni klub, 0.p.s. theatre 16,429 16,110 18,300
Divadlo Archa, o.p.s. theatre 19,986 18,000 20,000
Praha — Evropské
mésto kultury roku 0 0 0
2000, 0.p.S..nevnneen. in liquidation
Integraéni centrum
Praha 0.p.sh........... social and legal 0 2,904 3,750
advisory to
foreigners
Dim néarodnostnich
mensin 0.p.S............ centre for national 0 2,000 1,809
minorities

1

Integrani centrum Praha o.p.s. was founded in 2011 witimiéial capital contribution of CZK 1,500,000.
This contribution is not included in the table.

Litigation

The City is currently involved in a number of legabceedings. Although the City
does not create any accounting reserves in respgctential liabilities relating to such legal
proceedings, the City believes that such liabgitiould not, individually or in the aggregate,
have a significant adverse effect on its budgegrfcial condition or ability of the City to
perform its obligations under the Notes. Certagnsicant legal proceedings in which the
City is involved as of the date of this Prospeatesdescribed below.

Claim of Device Investments Limited Company

In 2001, PSJ Jihlava, spol. s r.o. filed a clainaiast Obecni @im, pispévkova
organizace, the City’s contributory unit seeking frayment of the principal amount of CZK
87,057,014 (EUR 3.4 million) for work allegedly dared by PSJ Jihlava, spol. s r.o. to
Obecni dm, prispivkova organizace, in connection with the refurbighof the Municipal
House under an agreement concluded in 1994. In, 2084 Jihlava, spol. s r.o. assigned its
claim to Device Investments Limited Company. In @00becni dm, pispsvkova
organizace, was wound-up and replaced in the pduoge by the City.

Claim of Kvintum a.s.

In 2007, PVA a.s. filed a claim against the Citgldag compensation of damages and
los of profit in the principal amount of CZK 3,5683,189 (EUR 138 million) due to an
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alleged breach of the joint venture agreement edtento in 1997. The Joint-Venture
Agreement concerned the development of an exhibjiaxk in Letany. In 2007, PVA a.s.
assigned its claim to Kvintum a.s.

Claims in connection with waste sitelddblice

In the period from 1999 to 2004, Mrs kkova and Mrs \Mkova filed three petitions
against the City seeking the recovery of unjusicmment in the aggregate principal amount
of CZK 263,303,628 (EUR 10.2 million) allegedly s&d by the illegal use of plots of land in
Déblice by the City as a waste site. The final outewf these proceeding is dependent on,
among other things, the results of court proceeditmncerning the ownership title of Mrs
Hunkova and Mrs \dkova in relation to their respective plots of land.

Claim of Brudra s.r.o.

In 2012, Brudra s.r.o. filed a claim against they@eeking the execution of an option
in relation to certain plots of land in Radotin endhe future sale agreement dated 2007
between Brudra s.r.o. as the seller and the Citheduyer under a future sale agreement for
a purchase price of CZK 406,323,922 (EUR 15.7 omlli

Recent Events

Resignation of the Czech Prime Minister and End Gfffice Term of the Czech
Government

On June 17, 2013, Petr t&s the Czech Prime Minister resigned from its effic
On the same date, the office term of the Czech fhovent ended. The Czech Government
headed by Mr N&as was authorised by the President of the Czechbifiego execute all its
powers until a new Czech Government is appointée: President of the Czech Republic
designated di Rusnok as a new Prime Minister to form a new Gz8overnment. The new
Czech Government will be appointed by the Presidétite Czech Republic and must apply
for confidence of the lower house of the Parliaméntrrent negotiations among the political
parties, which are represented in the lower hodigheo Parliament of the Czech Republic,
may also lead to the dissolution of the lower hoofsthe Parliament of the Czech Republic
and extraordinary elections. For information orksiselating to the political development in
the Czech Republic, please sétisk Factors - Risks Relating to the Czech Repulfisks
relating to political developments in the Czech (R#ig”.

New Mayor and Members of the City Council

On May 23, 2013, the Mayor Bohuslav Svoboda and beemof the City Council
Aleksandra UdZenija and Josef Nosek were recaletthdr City Assembly. On the same day,
members of the City Council lvan Kabicky and Ratdlekynsky resigned from their offices.
Mr Svoboda, Mrs UdZenija, Mr Nosek, Mr Kabicky aklil Lohynsky represented the Civic
democratic party (ODS). On May 23, 2013, the pmditicoalition of the ODS and TOP 09 in
the City Assembly ended.

Subsequently, TOP 09 and the Czech Social DemodPatity ( SSD) agreed that the
Czech Social Democratic Pary$SD) will support the City Council comprising of PM@9’s
representatives until the end of the current Cisgémbly election term in autumn 2014. On
June 20, 2013, members of the City council Helehaiddmelova and Pavel Richter of
TOP 09 resigned from their offices and at the @isgembly meeting held on June 20, 2013
the Czech Social Democratic PartySSD) enabled the election of the new Mayor Tomas
Hudesek, Deputy Mayors di Nouza, Véclav Novotny and Jan Vavra and membértheo

50



City Council Jii Paizek, Ludmila Stvanova, Jan Vagk and Martin Dlouhy nominated by
TOP 09 (please see Gity Council).

2013 Flood

At the beginning of June 2013, the City, along vatieas of Southern, West Central
and Northern Bohemia, was affected by a flood irtipalar, the City Districts lying close to
the Vitava River). The flood damaged various pevahd public properties as well as City’'s
infrastructure and other assets.

Since 2002 when the City was affected by a histflsicunprecedented flood, the City
constructed most of the planned flood protectiarlif@es which protected a majority of the
City Districts, including the City centre (pleasesFinancial Information on Issuer - Capital
Expenditures - Flood-protection measures for thg/Ciln spite of the construction of the
flood protection facilities, some City Districts meaffected by the 2013 flood. Currently, it is
not possible to determine the amount of damageraoohstruction costs incurred or to be
incurred in connection with the 2013 flood. Howeutie extent of the 2013 flood is lower
than that of the flood in 2002. Damage caused ley2013 flood will increase the City’'s
budgetary expenditures in the year 2013 and foligwiears.

Criminal Proceedings against Certain Members of tl@ty Council and the City
Assembly

On March 26, 2013, a criminal proceedings Czech, trestni stihdnagainst (i) six
current members of the City Council (i.e., Tomagietek, Vaclav Novotny, Lukas Manhart
and Eva Vorkkova), (ii) two members of the City Assembly Helgblaudomelova and Pavel
Richter who had been members of the City Coundil dane 20, 2013, (iii) four members of
the City Assembly who had been members of the Cibyncil until May 23, 2013 (i.e.,
Bohuslav Svoboda, Josef Nosek, Ivan Kabicky andeRdahynsky) and (iv) certain other
employees of the City was commenced by the Czelibepwith respect to an alleged breach
of duty of care (under section 220(1) and (2) oé€@rAct No. 40/2000 Coll., criminal act, as
amended (theCriminal Act ")) and alleged breach of Czech public procurentant(under
section 248(2) and (4)(a) of the Criminal Act) aseault of a procurement of and conclusion
of an agreement for IT supporting services for rif@ntenance of the City’s electronic card
(known as Open Card) centre. The members of the @uncil and the City Assembly are
challenging the resolution on the commencemenrt@ftbove criminal proceedings.

For purposes of these criminal proceedings andtalukee alleged conflict of interest
between the City and accused members of the Citn€ibin such proceeding, on April 19,
2013 the public prosecutor appointed a procedtuatde ih Czech, opatrovnjlof the City in
accordance with section 45(2) of Czech Act No. 1861 Coll., criminal procedure act, as
amended. Such procedural trustee shall only, inatheve described criminal proceedings,
represent the interests of the City as entity ellig harmed by the alleged acts of the
members of the City Council. The City is challenggihe decision to appoint the procedural
trustee.
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DESCRIPTION OF ISSUER’S ECONOMY
General information

The economy of the City is largely the result sfdbminant position as the economic
centre of the Czech Republic. The dominance ofQitg among other Czech regions is
evidenced by the relevant macroeconomic data, dimafugross domestic productGDP”)
and gross value added3VA”); GVA is the sum of the values added by indivitumalustries
(i.,e. GDP excluding net taxes on products, which canmotdivided among individual
industries).

The City’s contribution to the Czech national G¥Papproximately 25%. The GDP
per capita in the City is more than twice as hightlae national average in the Czech
Republic.

The economic dominance of the City is determinednriayny factors, in particular, by
the role of the City as the largest national labmarket. Workers from the neighbouring
regions are employed in the City and contributésdGDP. Tourism, public investments in
infrastructure and development of services indesthave also had a positive impact on the
economic the development of the City. Nevertheldiss, City’'s economic performance is
dependent on the national economy; the City’'s GBIRPWs the same trends as the GDP of
the Czech Republic. The City’s future economic pesg is, therefore, dependent, on the
positive development of the national economy.

The macroeconomic data from previous years show ttie City’'s economy was
affected by the 2007 and 2008 global economic<riBne impact of the crisis on the City’s
economy reached its maximum level in 2009, whenQitgs GDP decreased by almost 3%
year-on-year. In 2010, the economy recorded aneasm of 2.9% in contrast with the
decrease seen in 2009, and the City’'s GDP reboutaledlevel close to that achieved in
2008. In 2011, the City’s GDP recorded a decre&8e486.

The following table sets out a comparison of thg/'€iGDP and related indicators in
the years ended December 31, 2008, 2009, 2010Cdid 2

For the year ended December 31,

2008 2009 2010 2011
(CZK millions)
GDP . 977,136 949,568 976,822 73094
GDP per Capita......ocvoveeeeiiniae e iee e 0.797 0.76¢4 0.78( 0.78¢
(%)
The City’s share of Czech GDP.................ccoee. ... 25.4 25.3 25.7 25.3

GDP per capita of the City — comparison to GDP per
capita of the Czech Republic (the Czech Repubhc
average = 100%)..........c..c......... e 216.1 213.2 216.0 214.8

Source: Czech Stat|st|cal Ofﬁce

The following table sets out a comparison of th&@®@and 2011 GDP in the City and
these regions having the highest GDP in the CzeguRlic:
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GDP

Prague Central Bohemia South Moravia
(CZK millions)
20100, 976,822 399,373 389,787
2012 973,094 411,041 396,083

Source: Czech Statistical Office

The following table compares the GDP and GDP peitaaf the City with that of
comparable Central European capital cities in 2010:

2010
Prague Bratislava Warsaw Budapest Vienna
GDP (EUR millions)....... 38,465 17,621 41,663 38,610 72,063
GDP per capita (EUR)... 30,730 28,443 24,343 22,349 42,600
Source: Czech Statistical
Office

The following table sets out the inflation ratettie Czech Republic for the years 2011
and 2012:

2011 2012

(%)
Inflation rate .............. 1.¢ 3.3
Source: Czech Statistical Office

Production trends

The economy of the City has been influenced by gbeioeconomic changes and
development that occurred after 1989. One of tharatteristic features of the City’'s
economic development was the strengthening thecgemwdustry and the diminishing of the
size of manufacturing sectors. Despite the deveéopirof the service industry, the City is the
headquarters of many industrial companies. Agnicaland forestry are developed solely in
the suburban parts of the City and their contriruto the City’s economy is not substantial.

Since 2000, the services industry has representerk rthan 80% of the GVA
generated in the City on annual basis. The shatieeahdustrial sector in the City’s economy
is lower than the national average. The most ingpadrsub-sectors of the services industry are
tourism, health care, transportation and education.

The following table breaks down the City’s GVA bgcsor in the years ended
December 31, 2010 and 2011:
For the year ended
December 31,

2010 2011
(%)
Agriculture, forestry and fishing ............... 0.2 0.3
INAUSETY e 10.9 10.5
SEIVICES ...uiviiiii e i 83.C 83.7

Source: Czech Statistical Off

53



Tourism

The City and its historical sites are an attracfionvisitors from all over the world.
The City is also a popular host destination forfemences and related events and is the most
frequented destination of domestic business tilips. City offers approximately 80,000 beds.
In 2012, more than 5.3 million guests were accomatertlin the City, which represented an
increase of 7% in comparison to 2011. The annuality rate, however, slowed down from
9% in 2010 to 6% in 2011 before increasing slighty7% in 2012. Tourists from abroad
represent nearly 90% of all accommodated visitors.

Health care industry

The City has a dense network of both public andiapei health care facilities,
including specialised facilities and research fae. These health care facilities also serve
people from neighbouring regions of the City. Wittore than 9,000 hospital beds in 27
hospitals and approximately 9,300 physicians, #ath care sector contributes significantly
to the City’'s economy.

Construction

Although severely impacted by the 2007 and 200&eeuc crises, the construction
sector, including housing construction, still regaets an important part of both the City’s and
the national economy. In 2011, the constructiorpouin the City accounted for 41% of the
total national construction output representingerease of almost 7% year-on-year. A major
component of the City’s construction industry, whitaditionally has a positive impact on
the City’s GDP, is housing construction.

After years of growth, in 2011 the City’s housingnetruction recorded, as a result of
the recession in the residential dwelling markedearease to 3,480 dwellings in comparison
with 6,151 dwellings constructed in 2010. However2012 the City’s housing construction
recorded an increase to 4,024 dwellings completed.

The following table sets out some economic indicatdighlighting recent
developments in the construction industry:

For the year ended
December 31,

2011 2012
Building construction (CZK millions)...................... 16,41 14,25¢
Civil engineering construction (CZK millions).......... 49,64( 44,151
Basic construction output, total (CZK millions)......... 71,136 61,289
Building notifications and permits granted.............. 7,65¢ 7,145
Dwellings started..........cocooviiiiiiiii e e 2,73 2,827
Dwellings completed................cooociiii i 3,480 4,024

Source: Czech Statistical Office
Employment

The City is the largest national labour market asesult of being able to attract
workers from surrounding regions and thus offeangpol of qualified workers to employers.
As at December 31, 2011, job vacancies in the @pyesented 20.9% of all job vacancies in
the Czech Republic. The City is also attractive imrkers as wages are above the national
average. According to preliminary data publishedH®y Czech Statistical Office, the average
gross monthly wage in 2012 was CZK 25,101 in theddzRepublic and CZK 32,621 in
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Prague. According to preliminary data publishedts Czech Statistical Office, the average
gross monthly wage in 2011 was CZK 24,436 in thedBzRepublic and CZK 31,212 in
Prague. The inflow of job-seekers to the City isilftated by the City being easily accessible
by public transit or personal transportation.

The majority of the City’'s workers are employedtie service sector, followed by
industry and construction sector. The followingléagets out a comparison of the number of
workers employed in the City in various sectorghia years ended December 31, 2010 and
2011:

For the year ended
December 31,

2010 2011
(thousands)
Employed in agriculture, forestry and fishing ........... 2.2 1.8
Employed in industry and construction........................ 38 111.4
Employed in SErVICES.......coviiiiie i i e 536.1 537.1
Employed, total......ocoie i e e 656.8 650.3

Source: Czech Statistical Office
The following table sets out a comparison of 202011 and 2012 average gross

monthly wages in the City, the Central Bohemia Regind the South Moravia Region; these
regions having the highest gross monthly wagekernGzech Republic:

Gross Monthly Wages

2010 2011 2012
(CZK)
Prague.........cooooviiiiiiiiieenn, 30,842 31,212 32,621
Central Bohemia..................... 22,654 23,403 24,749
South Moravia.................c....e. 22,026 22,520 24,181

1 Preliminary data

Source: Czech Statistical Office

All information in this ‘Description of Issuer’'s Econorhgection is sourced from the
Czech Statistical Office.
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FINANCIAL INFORMATION ON ISSUER
Budgetary Procedure
Introduction

The process of preparation and approval of the’€Capnual budget is governed by
the Budgetary Rules Act, the City Act, the Statatel by regulations issued by the Czech
Ministry of Finance. The Budgetary Rules Act sais general rules of the budgetary process
and defines the principal scope of budget income expenditures. The City Act and the
Statute provide rules for approving the budget.

The City’s budget includes its own budget and thddget 57 City Districts’ budgets.
The City Districts’ budgets are dependent on thg/€iown budget. The City Districts
prepare their budgets after the approval of thg &#tsembly to the City’s own budget.

The budgetary income of the City Districts corresged to 21.45% of the City’'s
aggregate budgetary income in 2011 and 18.63% 112 20id corresponds to 23.11% of the
City’s aggregate income budgeted for 2013. The btaty expenditures of the City Districts
corresponded to 20.58% of the aggregate City’'s etaayg expenditures in 2011 and 17.48%
in 2012 and corresponds to 22.41% of the City'segate expenditures budgeted for 2013.

The City’s budget comprises of the budgetary incomeenditures and financing.
The potential deficits which may arise when expemds exceed budgetary income are
covered by budgetary item “financing” which consisf either external financial sources
(loans, bonds, notes or returnable subsidies) terrial financial sources (budgetary savings
from previous year). The budgetary item “financing/also used for repayment of the City’s
external financial sources.

Approval of City’s Budget

The City Hall, the City Council and the City Assdsnlre the bodies responsible for
the preparation and approval of the City’s buddéte budgetary year corresponds to the
calendar year. The process of preparation and appod the budget begins in the middle of
the preceding year. The draft of the City’s own dpetd(i.e., excluding the budgets of the city
Districts) reflects the expected budgetary incomé expenditures required for meeting the
City’s obligations and needs, including the finahcequirements of organisations linked to
the City’s budget (in particular, contributory w)itand the budgetary needs of the City
Districts. The draft of the budget also takes iatoount the budget forecast adopted by the
City for a five year term.

The draft of the City’s own budget is drawn up bg City Hall and then submitted to
the City Council for discussion and approval. Tip@raval must be given by October 31 of
every year, at the latest. The draft of the Citgign budget is then circulated to the City
Districts for their comments. The City Districtsncaubmit their comments in respect of the
draft budget and these comments are considereldebZity Council. The draft of the City’s
own budget is then submitted to the City Assemblyaffinal discussion and approval.

The City’'s own budget is dependent on the natidnalget, in particular on state
subsidies. Therefore, the City’s own budget willdpproved only after the national budget is
approved by the Czech Parliament. In limited cirstances, it is possible for the City to
approve its own budget before the approval of #t@nal budget. In such a case, the City has
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to temporally substitute an income from the statesglies that the City expects to receive in
the particular year.

Following the approval of the City’'s own budgete t€ity Districts commence their
own budgetary procedure. The City Districts’ budgate approved by the City Districts
Assemblies, Approval of the City Districts budgetsas a rule, completed in April of the
relevant year and the budget of the City, includimg City Districts, is usually approved by
the City Assembly in May or June of the relevanaryeThe City Districts’ budgets are
incorporated in the City’s budget.

If a budget of any City District is not approved &\City District Assembly before 1
January of the relevant year, such City District@xes its budgetary management until the
approval of the City District’s budget in accordaneith provisional budgetary rules adopted
each year by the City Assembly. Under the provisidsudgetary rules, the City Districts
budgetary management shall be executed in accadaitic the City District’s budget for the
previous year.

Budgets of the City Districts are based on eacly Districts’ income €.g, income
from administrative and local charges, real estaterentals or income from its own business
activities) and transfers (subsidies) from the Citthe amount of the City’s transfers
(subsidies) to a City District is determined by ti@nber of residents, the area of the City
District, the number of pupils in schools managgdhe City District, and the extent of green
areas and roads. The minimum amount of the Citgissfers (subsidies) to a City District per
resident of a City Districts is CZK 2,400. The batig City’s transfers (subsidies) to the City
Districts in 2013 amounts to CZK 3,300,538 thousanthpared to 2012 where the City’s
transfers (subsidies) to the City Districts amodnte CZK 3,454,549 thousand. For
information on the income of the City, please $elcome and Expenditures - Sources of
Incomé.

Adjustment of Budget

The approved budget may be adjusted in accordaitbetire Budgetary Rules Act.
Such adjustments are mandatory if changes haverredcun the financial relationships
between the City’s budget and some related budggt the state budget), if changes have
occurred in binding ratios with regard to otherites, or when there is a risk of a budgetary
deficit. Modifications to the budget are usuallydeavhen an actual income falls short of the
budgeted income or when the City receives an exdiaary subsidy from other public
budgets. Any modification to an approved budgettrbesapproved by the City Assembly.

Closing of Budget

After the end of the budgetary year, the City iguieed to document the use of any
special purpose subsidies or time-limited subsithethe authority that granted them (usually
the state). To the extent that these have not helgnused, the City is required to pay back
the unused portion of the subsidies unless theaateauthority agrees to transfer all or part
of the subsidy to the next budgetary year. Othrarfcial resources not used by the City in the
relevant budgetary year (i.e. income from taxes)tansferred to the next budgetary year.

2013 Budget

The data provided in this Prospectus with respe@0t13 relates to the City’s budget
including budgets of the City Districts. The 2018yG own budget excluding the budgets of
the City Districts was approved by the City Assgmbh November 29, 2012. The 2013
budget of the City including the budgets of they(iistricts was approved by the City
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Council on May 28, 2013 and by the City Assemblydane 20, 2013 (please seéApproval
of City’s Budgey.

The following table contains the main items of t@G&y’'s 2013 budget including
budgets of the City Districts (for detailed inforiom on the budgetary income and
expenditures sedricome and Expenditurébelow):

2013 City’s Budget
(Including budgets
of City Districts)

(CZK thousands)
Total income..........coveviiiniiee i, 46,646,587.20
Total expenditures..............ccoevenene. 57,120,927.9
DY (o] (10,474,340.70)
Financing.........ccoov i, 10,474,340.70

Approximately CZK 10 billion deficit of the City’budget (including budgets of City
Districts) is caused by:

(a) non-inclusion of income from state subsidies forl2Q(in particular, for
education and governmental administration) in thwant of approximately
CZK 10 billion which comprise most of the deficind

(b) non-inclusion of unpredictable income items (in tigatar, capital income
(e.g., dividends) and income to be received froind tparties); and

(c) a conservative approach to the preparation of tiokgéx.

The 2013 budget deficit in the amount of approxghatCZK 10 billion will be
covered by the budgetary item “financing”, whichllwbe refinanced by state subsidies
provided to the City in 2013 and other income, \Wwhi& not included in the 2013 budget (in
particular, capital income and income to be reabifitom third parties), and the actual
amount of 2013 income and expenditures will be g&en into account. The actual amount
of 2013 income and expenditures may be differean ths set out in the 2013 budget (please
see Risk Factors — Risk relating to 2013 Budyet
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Income and Expenditures

The table below provides a summary of the main stemmprising the City’s budget
income and expenditures (including income and edipares of the City Districts) for years
ended December 31, 2011, 2012 and 2013:

2011 2012 2013
(actual)* (actual)* (budgeted}
(CZK thousands)

INCOME — TOTAL....ovvvieiieeiiiiiiieiin, 63,752,467.77 62,989,821.90 46,646,587.20
Income fromtaxe.........ccooevviviieiniiennnn. 41,491,494.2 41,915,419.7 39,031,754.0
NON-tax INCOME.......c.cvviviiiieiie e, 2,356,245.8 3,952,706.2 1,036,933.7
Capital income.. 33,430.58 28,024.00 3,861.00
Transfers (sub3|d|es) recel\?ed ............... 19,871,297.08 17,093,671.89 6,574,038.50
EXPENDITURES -TOTAL.................. 65,722,840.41 61,266,441.03 57,120,927.90
Current expenditures............ccooeveeeennnnn. 46,078,585.02 43,928,989.95 42,602,699.50
Capital expenditures... e 19,644,255.39 17,337,451.08 14,518,228.40
DIFFERENCE BETWEEN INCOME

AND EXPENDITURES..........ccceieenee. (1,970,372.7@) 1,723,380.87 (10,474,40.70)

Examined by auditor.

Consolidated.

The deficit to be covered by financing.

Approved by the City Assembly and not examinedhgyauditor.

AOWNBE

For further information on the deficit of 2013 C#ybudget, please sed-ihancial
Information on Issuer — 2013 Budget

Sources of Income
As all Czech regions and municipalities, the Citg imited income flexibility due to

governmental control over tax rates, collectionanf, shares on tax proceeds, and transfers of
tax proceeds and subsidies from the Czech Governiméme City.
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The table below provides detailed information om @ity’s income (including income
of the City Districts) for the years ended Decentier2011, 2012 and 2013:

2011 2012 2013
(actual)* (actual) (budgetedy
(CZK thousands)

Income from taxes — Total................ 41,491,494.24 41®419.72 39,031,754.00
Personal income tax..............occeeenenns 10,090,740.58 406,502.13 10,440,000.00
Corporate income taX............coeeeunee.n. 9,296,393.32 10,154,566.52 8,570,000.00
Value added tax.. e 19,474,838.4 18,290,544.0 16,890,00000
Environmental fees and IeV|es .......... 711,567.3 695,835.2 785,95700
Local charges on selected activities and
SEBIVICES ... ittt et ee e e e aaas 747,542.37 579,916.83 521,090.90
Other taxes and charges on sele
activities and services.............oeoun.n. 60,360.89 697,567.89 761,604.60
Administrative fees...................ooeeee. 400,090.50 338, ER. 346,851.50
Real estate taX..........covceveviiiiiniininnn. 709,960.79 752,554.34 716,250.00
Non-tax income — Total.................... 2,356,245.87 3,952,706.29 1,036,933.70
Income from own activities.............. 145,097.6 206,813.6 15,717.71
Overpayments of organizations w
directrelation............cooviviiiiiiiiiiinnns 226,566.14 197,192.96 15,932.00
Income from lease of assets................. 13.24 87.08 005.
Income from interest and vyiel of
financial assets.........ccccocvviii i 1,301,041.67 2,279,854.33 616,048.40
Income from penalties... 241,388.52 256,372. 291,208.00
Refunds of transfers and other income
from financial settlements.................. 193,252.39 206,059.43 2,770.00
Income from sale of current and fix
ASSBLS ..t e 2.30 6.79 0
Other non-tax income................o....... 189,105.75 169,688. 78,030.60
Income from use of exclusive rights
natural resources.. 1,480.57 1,211.10 1,064.00
Installments recelved on funds Ient ........ 58,297.61 635,570.53 16,158.00
Capital income — Total..................... 33,430.58 28,0240 3,861.00
Income from sale of fixed assets........... 918.12 379.8 ¢
Other capital income....................... 32,512.41 27,644.1. 3,861.0(
Income from sale of shares a
ownership Stakes ..............cccccuvveenie.. 0 0 0
Transfers (subsidiesyeceived — Total.. 34,200,418.56 27,701,268.41 6,574,038.5
ConSONAtIONP. ..o, (14,3221148) (10,607,596.52) S
Nor-cape:-related transfers from ste
budget.......cooooviii 12,345,692.73 10,901,914.61 813,410.00
Non-capex-related transfers from
municipalities.........ccoocviii i, 10,608.61 12,114.74 3,206.00
Transfer from own funds foeconomic
(entrepreneurial) activities.................. 19,307,996.04 15,607,496.96 5,757,422.50
Non-capex-related subsidies from abroad 259.42 79183 6
Capex-related subsidies from central
state bUdgetS............evvvveieiennnne, 2,527,469.76 1,170,862.28 0°
Cape:related subsidies from ste
financial assets.........ccovvoviiiiiiniinnnn. 8,392.00 7,000.00 (0x
TOTALINCOME...........cocciiiiinn. 63,752,467.77 62,989,821.90 46,646,587.20

1 Examined by the auditor.

2 Only selected transfers (subsidies) income iterasubject to consolidation.

3 Approved by the City Assembly and not examinedhgyauditor.

4 Unpredictable income.

5 Not budgeted.

6 Not included in the 2013 and will be receivedinigi2013.
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Approximately CZK 16 billion difference between ¢#& 2012 and 2013 budgetary
income is caused by a conservative approach tgmhparation of 2013 budget and non-
inclusion of (i) approximately CZK 10 billion stateansfers (subsidies) which are to be
received by the City during the year 2013 andufipredictable income (in particular, capital
income (e.g., dividends) and income to be receiwexin third parties). For further
information, please seé&thancial Information on Issuer — 2013 Budget

Income from Taxes

The most important source of the City’s income s&hare of the aggregate proceeds of
the following taxes collected by the Czech Govemine

(@) Value added tax;

(b) Personal income tax;

(c) Corporate income tax; and
(d) Real estate tax.

The total tax income of the City (including the \CiDistricts) amounted to
approximately CZK 41.9 billion in 2012, represeagti@pproximately 67% of the City’s total
income, and approximately CZK 41.5 billion in 201&presenting approximately 65% of the
City’s total income.

All taxes are collected by the financial office®(igovernmental authorities) and those
attributable to the municipalities and regions distributed to them through the Czech
Ministry of Finance. As the City is both a munidipaand a region, it receives two shares of
the redistributed taxes.

The share of redistributed taxes distributed toheawnicipality by the Czech
Government is determined on an annual basis byceedaf the Czech Ministry of Finance.
The share is determined annually as a percentdigefoa a period from September 1 until
August 30, in accordance with rules set forth ir€@zAct No. 243/2000 Coll., on budgetary
allocation of taxes, as amended (tect' on Budgetary Allocation of Taxe$). Due to the
recent amendment to the Act on Budgetary AllocatbrTaxes, the share of redistributed
taxes distributed to each municipality in 2013 wig$ermined with effect from January 1,
2013.

The share of redistributed taxes given to eaclorets set as a fixed percentage ratio
by the Act on Budgetary Allocation of Taxes.

Significant changes in 2012

In 2012, the lower rate of value added tax wasethisom 10% to 14% while the
upper rate of value added tax remained unchang@@%t Also, the share of the national,
aggregate value added tax proceeds allocated ticipailities was lowered to 19.9% from
21.4% and the share of the national, aggregates\aedided tax proceeds allocated to regions
was lowered to 8.3% from 8.9%. The costs of thiangje, in combination with an overall
decrease of the Czech national consumption, amoéuatapproximately CZK 1,184 million
of the City’s tax income in 2012 when compared @2 (see Development of the Czech tax
sharing scheniebelow).
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Significant changes in 2013

Starting in 2013, a portion of the shared taxes anbdsidies from the Czech
Government will be redistributed away from the Gityd other large Czech cities in favour of
small Czech municipalities. In particular, the Gityghare in the sum of all tax proceeds
allocated to all municipalities have been decredsad 31.8% to 28.1%. Sedtvelopment
of the Czech tax sharing schéeérbelow.

Development of the Czech tax sharing scheme

The table below provides information on the devalept of the national tax proceeds
share distributed to Czech municipalities and negjio the years ended 31, 2011, 2012, 2013,
2014, 2015 and 2016 according to current law:

MUNICIPALITIES

2011 2012 2013 2014 2015 2016
(%)
Share of all municipalities in
aggregate sum of taxes
collected by Czech
Government
Value added tax................... 21.4 19.9¢ 20.8: 20.8: 20.8: 21.9¢
Personal income tax
Employees.............ccevee 21.4 214 22.87 22.87 .822 23.58
Entrepreneurs.................. 12.¢ 12.€ 14.1 14.1 14.1 14.1
Withholding..................... 21.4 21.4 23.5¢ 23.5¢ 23.5¢ 23,5¢
Corporate income tax.............. 21.4 21.4 23.58 23.58 23.58 23.58
Incentive tax (Share of
employees’ income tax)............ 15 15 15 1.5 15 15
City’s share in sum of all taxes
allocated to all municipalities
Value added tax...........cc.coceene. 31.64 31.76 28. ° ° S
31.76 31.8 & -2 S S
Personal income tax.............. 31.64 31.7¢ 28.7 5 -6 5
31.7¢ 31.8 -° -° -° -°
Corporate income tax.............. 31.64 31.76 28.F S5 S S5
31.76 31.8 & S o S
Incentive tax (Share of
employees’ income tax)......... 17.7¢ 17.6 18 5 6 5
17.6 18 o & & &

Period starting January 1, 2011 and ending Augiis011.
Period starting September 1, 2011 and endingieee31, 2011.
Period starting January 1, 2012 and ending Augiis2012.
Period starting September 1, 2012 and endingbieee31, 2012.
Period starting January 1, 2013 and ending Augiuis2013.

Not yet determined.

OO WNPRE
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REGIONS

2011 2012 2013 2014 2015 2016
(%)
Share of all regions in
aggregate sum of taxes
collected by Czech
Government
Value added taX................... 8.92 8.29 7.86 7.86 7.86 8.28
Personal income tax
Employees.................... 8.92 8.92 8.6t 8.6t 8.6t 8.92
Entrepreneurs................. 5.35 5.35 5.35 5.35 535 5.35
Withholding.................. 8.92 8.92 8.92 8.92 8.92 8.92
Corporate income tax........... 8.9z 8.9z 8.9z 8.9z 8.9z 8.9z
City’s share in amount of all
taxes allocated to all regions
Value added tax................... 3.18 3.18 3.18 3.18 3.18 3.18
Personal income tax.............. 3.18 3.18 3.18 3.18 3.18 3.18
Corporate income tax............ 3.1¢ 3.1¢ 3.1¢ 3.1¢ 3.1¢ 3.1¢

Other tax income
The City, as a municipality, additionally retains:

€)) 30% of the proceeds of personal income tax paidebyrepreneurs and
collected in the area of the City;

(b) corporate income tax (except for withholding taxpa)d by the City to the
Czech Republic; and

(c) all proceeds of the real estate tax collected eénattea of the City; the local real
estate tax is the income of the City Districts.

Lottery tax

With effect from January 1, 2012, a new lottery f@yable by operators of slot
machines and operators of other gambling gareap petting operators, lotteries, casinos)
was introduced to make up for the cancelled loe® &nd decreased administrative fee
payable by operators of slot machines. Such lottexgs are allocated to the City District
budgets. 80% of the lottery tax proceeds paid byratoprs of slot machines and 30% of the
lottery tax proceeds paid by operators of other lganmg games is shared by all Czech
municipalities. In 2012, the City’s income from thattery tax amounted to CZK 662.5
million, 40% of which was transferred to the CitisBicts. Under a law adopted by the Czech
Parliament on June 20, 2013 (which is currentlyjesttito execution by the President of the
Czech Republic), with effect from January 1, 20&#tibg and lottery operators may decide to
pay up to 25% of the lottery tax directly to theeCaz Olympic Committee instead of the
Czech Republic and Czech municipalities. It ismeated by the Czech Olympic Committee
that the aggregate proceeds of the lottery taxetoelseived by the Czech Republic and all
Czech Municipalities may be decreased by up to @aB million, which may subsequently
cause a decrease in the City’s income by approein&ZK 100 million.

Administrative and local charges

Administrative charges, local charges, and wasspadial charges paid to the City
constitute quasi-fiscal income. Most of these chargnd fees are capped by law.
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In 2012, the waste disposal charges amounted tmsppately CZK 687 million in
comparison to 2011 when charges amounted to appataly CZK 703 million. Income from
the waste disposal charges is to be spent on twesfon of waste related services.

Administrative charges are paid for administrageevices provided by the City or the
City Districts to its residentse(g, registration of cars or issuance of driving lises). In
2012, administrative charges amounted to approeiypatCZK 338 million when
administrative charges amounted to approximatelik @20 million.

Local charges consist mainly of charges paid ferabcommodation of tourists, use of
public areas, or ownership of dogs. In 2012, latsrges amounted to approximately CZK
579 million while in 2011, local charges amounteépproximately CZK 747 million.

Ecological levies

The following ecological levies, which are collettdy the Czech governmental
agencies, are redistributed to the City: (i) leay tise of agriculture land for another purpose,
(ii) levy for use of underground water and (iiiyyefor use of forest land for another purpose.
In 2012, ecological taxes amounted to approxima@hK 695 million and in 2011 they
amounted to CZK approximately 711 million.

Transfers (Subsidies)

Transfers (subsidies) from the state budget sarvearticular, as partial compensation
for (i) costs of social welfare, (ii) execution gbvernmental administration, (iii) education
and (iv) transportation. Transfers (subsidies) ftbmstate budget amounted to approximately
CZK 17 billion in 2012, representing approximat@yo of the City’s total income, and in
2011 to approximately CZK 20 billion, representiagproximately 32% of the City’s total
income in that year.

Other Non-tax Income

Non-tax income comprises, in particular, income nfrathe City’s activities
(principally, rental from the letting of its reastate portfolio as well as proceeds of any sales
of real estate), transfers of surpluses from itetrdoutory organisations and interest on
deposits. In 2012, non-tax income amounted to apmetely CZK 3,952 million,
corresponding to 6% of the City’s total income [(uning the City Districts), and in 2011 they
amounted to CZK approximately 2,356 million, copesding to 4% of the City’s total
income (including the City Districts) in that year.
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Expenditures

The following tables provide detailed information the City’s current (i.e. non-
capital expenditures) and capital expenditures|yding the expenditures of the City
Districts) for the years ended December 31, 2002122nd 2013:

2011 2012 2013
(Actual)* (Actual)* (Budgetedy
(CZK thousands)
Municipal development — Total....... 729,270.43 546,969.51 847,193.20
- current expenditures.................... 394,224.91 328,732.31 351,595.20
- capital expenditures..................... 335,045.52 218,237.20 495,598.00
Municipal infrastructure — Total..... 4,823,973.21 4,475,260.08 3,813,535.20
- current expenditures.................... 2,813,585.93 2,671,195.63 2,290,167.20
- capital expenditures..................... 2,010,387.28 1,804,064.45 1,523,368.00

Transportation — Total..................
- current expenditures..................
- capital expenditures.....................

25,865,577.30
14,993,162.2
10,872,415.04

25,115,095.30
14,362,259.3
10,752,835.91

20,500,122.60
13,909,093.2
6,591,029.40

Education, youth and self-
administered territorial units - Total

14,780,329.60

14,002,003.41

13,202,901.40

- current expenditures.................. 12,394,396.6 12,524,715.7 11,141,308.8

- capital expenditures..................... 2,385,932.94 1,477,287.68 2,061,592.60
Health care and social welfare —

Total....oo i 4,910,822.84 3,022,441.54 2,286,093.90

- current expenditures.................. 3,727,938.6 2,020,005.1 1,741,588.9

- capital expenditures..................... 1,182,884.21 1,002,436.44 544,505.00
Culture, sport and tourism — Total 2,281,324.04 2,283,164.09 2,009,011.70

- current expenditures.................... 1,975,805.61 1,942,173.07 1,733,481.10
- capital expenditures................... 305,518.4 340,991.0 275,530.6
Security —Total.........coovevviiiiennnnn. 2,309,602.01 2,131,895.86 2,258,514.60

- current expenditures.................... 2,117,547.29 2,031,307.25 1,888,042.60
- capital expenditures................... 192,054.7. 100,588.6 370,472.0
Economy —Total.............coee e, 2,270,692.67 1,953,263.00 2,072,892.50

- current expenditures.................... 683,530.69 660,324.55 843,529.50
- capital expenditures..................... 1,587,161.98 1,292,938.45 1,229,363.00
Internal administration — Total....... 6,755,533.24 6,182,349.46 6,940,303.20

- current expenditures.................. 5,991,924.6 5,839,181.2 5,815,729.1

- capital expenditures..................... 763,608.63 343,168.19 1,124,574.10
Treasury management — Total...... 995,715.07 1,553,998.78 3,190,359.60

- current expenditures.................... 986,468.43 1,549,095.65 2,888,163.90
- capital expenditures................... 9,246.6¢ 4,903.1. 302,195.7

TOTAL EXPENDITURES ............

65,722,840.41

61,266,441.03

57,120,927.90

- current expenditures....................
- capita expenditures....................

46,078,585.02
19,644,255.3

43,928,989.95
17,337,451.0

42,602,699.50
14,518,228.4

1 Examined by the auditor.

2 Approved by the City Assembly and not examinedHgyauditor.
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Approximately CZK 4 billion difference between Cgy2012 actual and 2013
budgeted capital expenditures is caused by cortbervapproach to the preparation of the
2013 budget and contemplated external financingeatfain capital expenditures of the City
(Metro A or the Blanka Tunnel). The budget of 2@xpenditures will be adjusted during
2013 in accordance with actual amount of receivadsters (subsidies), capital income (e.g.,
dividends) and other income not included in the3bddget.

Transportation

Transportation is the City’s largest expenditueamt accounting for approximately
39.4% of total (including the City Districts) exmbtures in 2011 and 41% in 2012.

This category consists of two main components ipukansportation and the road
network. The main part of transport sector expemd# are subsidies to DPP (the public
transportation operator) and investing in transgam infrastructure (see “Capital
Expenditurey.

Pursuant to the 10 year contract entered into kextwiee City and DPP in 2009, the
City is obliged to compensate DPP for costs of atyeg the public transportation in the City
which are not covered by revenues of DPP. In 2Qh#, City’'s compensation to DPP
amounted to CZK 11.1 billion (43% of 2011 transptdn sector expenditures) and in 2012
to CZK 10.3 billion (41% of 2012 transportation seexpenditures).

Approximately 42% of the expenditures on transpimmtain 2011 and 42.8% in 2012
was spent as capital expenditures, with the rem@idB% and 57.2%, respectively, being
current expenditures in the relevant years.

Education

Education is the City’'s second-largest expendit@ecounting for approximately
22.5% of total expenditures (including the City bids) in 2011 and 22.9% in 2012.
Expenditures under this category comprise of timeliftg of schools and educational facilities
which are operated by the City and the City Distri¢see Description of Issuer -
Subsidiaries and Organisations - Contributory Unit&ducational contributory units

Approximately 16.1% of the expenditures on educatio 2011 and 10.6% in 2012
was spent as capital expenditures, with the remg@iBB.9% and 89.5%, respectively, being
current expenditures in the relevant years.

Internal Administration

Internal administration is the City’s third-largegixpenditure, accounting for
approximately 10.3% of total expenditures (inclgpihe City Districts) in 2011 and 10.1% in
2012. Expenditures under this category compristh@frunning of the public archives, birth,
death and marriage registries, telecoms and payafiehé salaries of civil servants.

Approximately 11.3% of the expenditures on intemmdhinistration in 2011 and 5.6%
in 2012 was spent as capital expenditures, withreéh®aining 88.70% and 94.5% respectively
being current expenditures in the relevant years.

Municipal Infrastructure

Municipal infrastructure is the City’'s fourth-largte expenditure, accounting for
approximately 7.4% of total expenditures (includihg City Districts) in 2011 and 7.3% in
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2012. This item consist mainly of expenditures whielate to waste disposal, maintenance of
the City’s green areas, parks, zoos as well anlmatagardens.

Approximately 41.7% of the expenditures on munitipdrastructure in 2011 and
40.3% in 2012, was spent as capital expendituréth, tlve remaining 58.3% and 59.7%,
respectively, being current expenditures in thevaht years.

Health Care and Social Welfare

Health care and social welfare is the City’s fiffngest expenditure, accounting for
approximately 7.5% of total(including the City Dists) expenditures in 2011 and 4.9% in
2012.

In the area of social welfare, the City runs a nemtif retirement homes and homes
for handicapped children as well as counsellingtresnfor drug addicts and young people.
The City also funds a number of non-profit orgatises engaged in such areas by way of
grants for specific projects. The City does notvide general healthcare as this is provided
by the state and the private sector. The City’dtheare expenditures are primarily directed
towards the operation and maintenance of ambulamce paramedic services as well as
running a small hospital to treat emergency casgs o

Approximately 24.1% of the expenditures on healirecand social welfare in 2011
and 33.2% in 2012 was spent as capital expendjtui¢is the remaining 75.9% and 66.8%,
respectively, being current expenditures in thevaht years.

Culture, Sport and Tourism

Culture, sport and tourism combined are the Citgigth-largest expenditure,
accounting for approximately 3.5% of total (incloglithe City Districts) expenditures in 2011
and 3.7% in 2012.

The City subsidises a number of theatres, museamsgalleries, orchestras and
observatories as well as major cultural events sagtihe Prague Spring Music Festival.
Capital expenditures in this category are also edpd on the refurbishment of churches,
sports complexes and cultural buildings. Expendguwn tourism focus on the direct support
of tourism in the City (e.g., the City tourist gaigervices) and the promotion of the City
abroad through participation at special fairs axtal®tions.

Approximately 13.4% of the expenditures on cultgeort and tourism in 2011 and
14.9% in 2012 were spent as capital expenditurdt the remaining 86.6% and 85.1%,
respectively, being current expenditures in thevaht years.

Security

Security is the City’s seventh-largest expenditagounting for approximately 3.5%
of total (including the City Districts) expenditgrén 2011 and 3.5% in 2012. This item
consists mainly of the costs and expenses of theidihal Police and City Fire Brigade.

Approximately 8.3% of the expenditures on secunt011 and 4.7% in 2012, was

spent as capital expenditures, with the remainibtg/® and 95.3%, respectively, being
current expenditures in the relevant years.
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Economy

Economy is the City’s eight-largest expendituresaamting for approximately 3.5%
of total (including the City Districts) expenditsrén 2011 and 3.2% in 2012.This budgetary
item includes expenditure on street lighting, dtreleaning and other similar municipal
services as well as the maintenance of the Citasnsive housing portfolio.

Approximately 69.9% of the expenditures on econamy011 and 66.2% in 2012
was spent as capital expenditures, with the remgiBD.1% and 33.8%, respectively, being
current expenditures in the relevant years.

Treasury Management

Treasury management is the City’s ninth-largest eexfture, accounting for
approximately 1.5% of total (including the City Dists) expenditures in 2011 and 2.5% in
2012. These funds are used for debt service ardirfgrof the expenses relating to the City’s
financial transactions (including hedging).

Municipal Development

Municipal development is the City’s ninth-largeskpenditure, accounting for
approximately 1.1% of total (including the City Bists) expenditures in 2011 and 0.9% in
2012. This category comprises expenditures on @hstouction and repair of the City owned
properties.

Approximately 45.94% of the expenditures on murdtigevelopment in 2011 and
39.9% in 2012 was spent as capital expenditurett) thie remaining 54.1% and 60.1%,
respectively, being current expenditures in thevaht years.

Capital Expenditures

The City is committed or plans to fully implemerdrde scale projects relating
primarily to the transportation. Set out below igd@scription of seven strategic projects
realised or planned to be realised by the City.

North-western segment of the Prague Ring Road - afeting road structures known as the
“Blanka Tunnel”

Under the City’s zoning plan, the structures cosipg the north-western segment of
the Prague Ring Road (th&lanka Tunnel”) form a part of the City’s main road network
and are important for facilitating transportationtihe City. This set of structures represents a
high-capacity traffic route which will bring sigieaint environmental benefits due to the use
of a system of tunnels. The Blanka Tunnel comprtsese structures forming a part of the
City’s ring road, specifically the Myslbekova - Brg Bridge segment, the Prasny Bridge —
Spejchar segment and the Spejchar - Pelc/Tyrolkgmest. The route runs from the
Malovanka Overpass across Prasny Bridge, vSpejcm:hn_atna Stromovka and Troja and
ends at the Pelc/Tyrolka intersection. In the Smeaje- Pelc/Tyrolka segment, a new bridge,
Trojsky Bridge, is additionally being constructed frams and automobile traffic.

Actual construction of the individual segments caosmiged in 2007 to 2008, while
financial resources had been committed to advareevbrk on the preparation of the project
since 1998. Presently, a majority of the constamctivork has been completed and the
installation of the equipment is underway. Curngrithe project is intended to be in operation
in mid-2014 and finishing work on the project stibabntinue until 2016.
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The expected costs of the entire project amou@Zi 36.98 billion, of which CZK
25.73 billion has already been expended and apmately CZK 11.25 billion remains to be
expended.

The project and its construction have been subjectignificant changes, the
realisation of which is subject to certain resioies and conditions provided in the Czech
Public Procurement Act. Therefore, the City is eatly facing a significant risk that the
construction of the Blanka Tunnel will not be coetpd by mid-2014 and related cost may
increase significantly. For further information dmis risk, please seeRisk Factors — Risk
relating to the construction of the north-westeegmment of the Prague Ring Road (the
Blanka Tunnel)

The net proceeds of the issue of the Notes wilided by the City for the financing of
a part of capital expenditures to be spent on theeldpment and construction of the Blanka
Tunnel as described above (séksé of Proceed

The following table provides detailed informatiomn ahe profile of capital
expenditures spent on the Blanka Tunnel:

Commenced Expected Costs Expended Budgeted Expected budgetary
Completion Costs costs Expenditures
2013
(CZK millions)

2014 2015 2016
Project
Segments
Myslbekova —
Prasny most 2008 2016 8,844 5,463 2,209 1,034 98 41
Prasny Mos-
Spejchar.... 2008 2016 4,274 3,329 349 541 47 8
Spejchar —
Pelc/Tyrolka
2007 2016 23,862 16,939 4,388 2,371 140 24
TOTAL........ 36,980 25,731 6,946 3,946 285 73

Including funds not expended in 2012.

South-western segment of the Prague Ring Road

Most of the south-western part of the

ring road almsady been completed and in

operation, including the Malovanka overpass. That fart of this project, specifically an
underground tunnel to Myslbekova Street, is culyebeing completed. The construction
costs are being covered exclusively by the Citylddet. The remaining part of the project
(the underground tunnel to Myslbekova Street) {meexed to be in operation in 2014.

The total cost of this project is CZK 18.4 billioof which CZK 17.5 billion has
already been expended and approximately CZK 90omilemains to be expended.

North-eastern segment of the Prague Ring Road
The north-eastern segment of the Prague Ring Roadmposed of two structures:

The Pelc/Tyrolka — Balabenka segment and the Bakabe Sérboholska Radial Road. The
construction of these two structures has not conceetas of the date of this Prospectus. This
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project is presently in the phase of project prafian and engineering work. This phase also
involves resolving land ownership matters. In ilgétl of the current economic situation, it is
being considered that a detour along existing raadsd serve as a temporary replacement
for this segment and the construction of this pathe ring road would then be deferred. This
segment is the last missing component of the Pr&gng Road. Construction is expected to
take about six years.

Originally, the total costs were estimated to beKCZ4.2 billion. As segments
involving tunnels form a large part of the projeatsignificant increase in the total costs is
anticipated. CZK 55 million has already been expgehdbr verification studies and pre-
project preparatory work.

Metro Line A (Dejvicka — Motol)

The extension of Metro Line A is 5.7 km long. Theemded route links to the existing
metro line segment in the Dejvicka Station and ioo@s along the new underground stations
being constructed, specifically Bslavka, Veleslavin Train Terminal and Fey, to the
above-ground station Motol Hospital, where the ik end (although there could be a future
extension to Vaclav Havel Airport). Commencemenbpération is planned for November
2014 and funding should be completed in 2015.

Financial resources from funds of the EU — Openatid®rogramme for Transport —
amount to approximately CZK 7.4 billion. The cobtriion from the City’s budget towards
this project is CZK 14 billion.

The total cost for the construction of the segnadrihe line from Dejvicka Station to
Motol Hospital is CZK 22.5 billion. ApproximatelyZK 9 billion has been already expended.

Metro Line D

The endpoints of the line will be the Né&sti Miru and Pisnice Depot stations. The
length is 10.6 km and the line will have a totallGfstations. The new metro line will link the
areas of K& Komarany and Kamyk to the City centre. The constructiosts exceed the
capacity of the City’s budget and this project wbahly be implemented if subsidies were to
be provided from the state budget or from otherrsesl An alternative that is being
considered is the funding or the co-funding of gueject via a public private partnership.
Originally, it was anticipated that constructionwa start in 2015 but the actual date is likely
to be later. Implementation of the project is expddo take nine years.

The total cost is estimated to be CZK 46.2 billioh,which CZK 367 million has
already been expended for verification studies@peproject preparatory work.

Flood-protection measures for the City

This is a comprehensive system of fixed and mdbibdities that are scaled for the
floods experienced in August 2002 (with a buffemylalesigned to protect the entire area of
the City. During the construction work performed date, flood-protection systems have
already been completed in the City neighborhood$tefé Msto, Josefov, Mald Strana,
Karlin, Liben, HoleSovice, Vyta, Podoli, Smichov, Mddny, Zbraslav, Radotin and Troja,
and 75% of the flood-protection system was comglétethe areas of Velk4 Chuchle and
Mala Chuchle. By the end of 2012, 90% of all theame&es planned were put in place.
Construction of the remaining 10% will be compleiethe 2013 — 2016 period.
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The costs are covered by the City’s budget. Tha tuists are CZK 4.3 billion. Of this
amount, approximately CZK 550 million still needs be expended. The anticipated
completion is 2016.

Central Waste-Water Treatment Plant at Cis&y Island

Under European and Czech law, the City was obligedomply with certain waste
water emission limits by 2010. The CEIl, the compet€zech governmental authority,
allowed the City to release waste water in amoerteeding the emission limits, provided
that City upgrades the existing waste water treatrptant at Cisaky Islandin accordance
with the timetable approved by the CEIl. Under stiotetable, the upgrade of the existing
waste water treatment plant shall have been comedeit December 2012 and shall be
completed in 2017. Required regulatory permits hiagen obtained and the contract with
suppliers for upgrade of the waste water treatnpdamt has been signed; however, only
particular works on the upgrade of the existing twawater treatment plant have been
realised. Therefore, the City is currently facingignificant risk that (i) the City could be
significantly fined by the CEI if it identifies th#éhe City does not fulfil the approved timeline
for the upgrade and is therefore in breach of théesgon limits after the end of June 2013
and/or (ii) contractors could potentially claim pagnt of alleged damages and/or cost
reimbursement against the City if the delay of gmeject continues or the project is not
commenced.

Under timeline approved by the CEI, the additionalw treatment line shall be
constructed by 2025. Required permits for this ttomtion have not been obtained.

The total costs amount to approximately CZK 13.Hidoi. CZK 350 million has
already been expended and CZK 13 billion still metdbe expended on construction up to
the completion date of 2025. Following two yearsefotiations with a representative from
the European Commission, the City was informed thatEuropean Commission would not
provide financial resources for this project. Aadle options for funding this project are
presently considered.

Accounting Procedures of the City

Principles

The City’s accounts are maintained, and annuahtiiz statements are prepared, in
accordance with

(a) Czech Act No. 563/1991 Coll., on accounting, asraied,;
(b)  the Budgetary Rules Act;

(c) Decrees No. 410/2009 Coll., 449/2009 Coll. and 3839 Coll., as each of the
decrees were amended; and

(d) Czech Accounting Standards No. 701-708.

Financial statements

Under the above mentioned law and regulationsCiheprepares its annual financial
statements (the annual financial statements réteteCity and all the City Districts), which

comprise of the balance sheet, income statememéxacash flow statement and statement of
changes in equity (se®bcuments Incorporated by Referefjce
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The balance sheet is prepared on the basis of riheigde of historical cost (and
depreciation thereof) and selected parts of tharleal sheet are prepared on the basis of
values determined under specific legal regulations.

The income statement is prepared on an accruas,babkere expenses and income
(also referred to as revenues) are reported ipe¢hied to which they relate.

The annual financial statements set forth the assed liabilities (including equity)
and the expenses and income of those accountirtg thdt form part of the City’'s total
operations.

Financial statements of the City and the compamiestributory units and charitable
trusts of the City are not consolidated.

Budgetary Statement

Since 2010, the City’s statement of income, expersal financing (also named as
statement receipts and disbursements) ([Bwgetary Statement) has not formed a part of
the City’s annual financial statements. Howeveg, @ity prepares and publishes it.

The Budgetary Statement is prepared on the basiashf accounting and uses income
actually received and expenditures actually madee Budgetary Statement contains
eliminations in the form of a consolidation of imee and expenditures.

Companies and contributory units

Companies in which the City or the City Districtashownership interests (see
“Description of Issuer - Subsidiaries and Organisai - Companié} are not considered to
be part of the City’s operations. The acquisitiarsts of the ownership interest in such
companies are reported in the balance sheet aspooent of financial fixed assets.

The City’s contributory units are not included etCity’s annual financial statements
(see Description of Issuer -Subsidiaries and Organisasio- Contributory Unit§. Non-
capex contributions and capex subsidies providecbtdributory units are reported in both
the income statement and the Budgetary Statement.

Off-balance-sheet accounts

The City uses off-balance-sheet accounts. Thefgignce threshold for off-balance-
sheet accounts was set at above CZK 50 million famdestimates and accruals such
significance threshold was set at above CZK 5 amilli These accounts capture both
contingent claims (receivables) and contingenilligds.

Major accounting methods

Set forth below are the major accounting methodsl der preparation of the City’s
annual financial statements for the years 2011284@:

Provisions
In the case of receivables and other claims, pi@mvisare made in the amount of 10%
of the value of the relevant receivable for evesgnpleted 90 days period after the due date of

the relevant receivable. Since 2011, it has beasiple to make provisions to intangible and
tangible fixed assets, to financial fixed asset$ @nmake provisions to reduce the value of
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inventory. The City did not make such adjustment®0d11, and in 2012 such provisions were
made only in isolated cases.

Reserves

Reserves are made to cover identified risks ants aisere the purpose of such costs
is known and where it is likely that such costd wdcur but it is not clear what will be their
financial volume or date of their occurrence. Thigy Gtself has not yet created its own
reserves but certain City Districts have done so.

Valuation at fair value

Fair value is used to value assets designatedafer inancial derivatives, securities
and other non-current financial assets. Finanaaivdtives are valued as at the date of the
financial statements on the basis of a qualifigohege method.

Accrual principle

Expenses and income are reported on accrual asie itime period to which they
relate. Expenses and income that relate to futaregs are reported in the balance sheet of
the future period as accrued expenses and income.

Estimates

Estimates and assumptions were used as a parteopréparation of the annual
financial statements. Estimates and assumptions Aavmpact on the reported amounts of
assets and liabilities as at the date of the anfinahcial statements and on the reported
amount of revenues and expenses in the trackeddpe3uch estimates and assumptions are
made on the basis of all available information.uFeitvalues may differ from such estimates
assumptions.

Intangible fixed assets

Intangible fixed assets are assets whose useduislifonger than one year and whose
value individually exceeds CZK 60 thousand. Intaieifixed assets are reported at cost.
Intangible fixed assets also include technical mepments to such assets provided that value
of such technical improvements exceeds CZK 60 #odisn a single accounting period.

Amortisation of intangible fixed assets was firside as at December 31, 2011 in the
balance sheet and in 2012 it was already madeeimntome statement. The City elected to
use straight line method.

Low-value intangible fixed assets have been fulljtten off upon acquisition since
2010. Cumulative write-off of low-value intangibiieed assets acquired up to December 31,
2009 was accounted for, up to December 31, 201iherbalance sheet (on account 406 —
difference in valuation due to change of mejhod

Tangible fixed assets
Tangible fixed assets are assets whose usefuklifenger than one year and whose
value individually exceeds CZK 40 thousand. Targifiked assets also include technical

improvements to such assets provided that valusuoh technical improvements exceeds
CZK 40 thousand in a single accounting period.a&juired tangible fixed assets are valued
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at cost, which includes the cost of acquisition ang costs associated with the acquisition of
such assets.

Depreciation of tangible fixed assets was first emad at December 31, 2011 in the
balance sheet and in 2012 it was already madeeimntome statement. The City elected to
use straight line depreciation. Cultural monumemd objects of a cultural nature valued at
CZK 1 are not depreciated. Assets designated fey wéiich are valued at their fair value, are
also not depreciated.

Low-value tangible fixed assets have been fullyttem off upon acquisition since
2010. Cumulative write-off of low-value intangibfiéked assets acquired up to December 31,
2009 was accounted for, as at December 31, 201theirbalance sheet (on account 406 —
difference in valuation due to change of mejhod

Acquired tangible fixed assets (except for landsee the valuation methods in the
below table) are valued at cost, which is the valtievhich the asset was reported in the
accounting records of the previous owner, includemgy technical improvements that
increased such value. Increases to the value onkalove the acquisition cost were made in
accordance with the accounting regulations in effec the time the relevant technical
improvements were made.

The following table lists the types of tangibleditkassets and the valuation methods:

Type of asset Valuation method
Plots of land.............cccceceieeennne Plots of land are valued in accordance &jtplicable law.
Infrastructure (roads and sewers)...... At cost

Residential buildings and other
buildings.........coooii At cost, or value reported by previous owner indhse of free-of-charge transfers

Educational facilities (kindergarte
elementary schools and vocatic

SChOOIS)....e i At cost
Artistic works and objects........... At cost, replacement cc
Low-value fixed assets.................. At cost, replacement cost

Real-property cultural monuments... At cost if purchased, in other cases the valuerdghed by an expert opinion, or a
valuation of CZK 1 if acquisition cost is not kno

Cultural monuments..................... Valuation of CZK 1 quisition cost is not known
Vehicles.......cooooviiiiiiiiien At cost
Inventory..............cceeeei il At cost

If a decision is made to cancel fixed assets thatbeeing prepared or that are in
construction (unrealised fixed assets), the cogtemded on such assets are written off on a
one-off basis at the date when the relevant detisionade.

Non-current financial assets

Purchased non-current financial assets are repaittembst which includes also the
direct costs associated with the acquisition.

The City’'s securities and ownership interests dassified depending on their nature
as (i) ownership interests in entities in which @igy has a decisive or significant influence,
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(i) debt securities held to maturity and (iii) ethnon-current financial assets (including,
without limitation, minority ownership interests).

As at the date of the annual financial statemdnt®wnership interests in entities in
which the City has a decisive or significant infice and debt securities held to maturity are
valued at cost and (ii) other non-current finanaaksets (including minority ownership
interests) are valued at fair value.

Derivatives

The City classifies derivatives, from an accountpeyspective, as either trading
derivatives or hedging derivatives.

Hedging derivatives are deemed to be those that tinedollowing conditions:
(@) the hedging character is documented at the timbekging commences;

(b)  the hedging documentation must include, inter ala, hedged item, hedging
instrument and hedged risk;

(c) the hedging is effective; and
(d) the efficiency can be measured and is assessen-gaing basis.

Derivatives that do not meet the foregoing requésta for hedging derivatives are
classified as trading derivatives.

Financial derivatives are valued at cost at thaisdigpn date and are reported at fair
value as at the annual financial statement dateb&@énce-sheet accounts are used to report
liabilities and receivables connected with opeticial derivatives as at December 31, in the
amount of the underlying instrument. Changes to fdie values of derivatives hedging
expected cash flows are accounted for via balaheetsaccount 407 — other differences in
valuation.

Inventory

Inventory is reported at cost which includes alke tosts associated with the
acquisition.

Receivables and other claims

Receivables and other claims are reported at pahcamount decreased by any
provisions made.

Foreign currencies

Transactions conducted in foreign currencies aohaxged to CZK by the exchange
rate of the Czech National Bank as at the firstiriess day of the calendar year. All bank
accounts balances and short term investments @igforcurrencies as at the annual balance
sheet date are exchanged to CZK by the exchangeofathe Czech National Bank as at
December 31.
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Debts, loans and bonds

Borrowings, loans and bonds are reported at themcipal amounts. All foreign-
currency borrowings, loans and bonds are exchaageat the annual balance sheet date to
CZK by the exchange rate of the Czech National Benlit December 31.

Transfers (Subsidies)

Capex-related and non-capex-related transfers i{Bpparpose and non-specific)
from the state budget are reported in the incomestent as revenues and as income in the
Budgetary Statement for the relevant financial yelaen the transfer of financial resources is
realised. Undrawn specific-purpose financial resesrare returned to the state budget in the
following year, unless the provider decides othsewi

Short term and long term classification

Assets and liabilities are categorised as long temshort term. The long term
category consists of assets and liabilities théulsi& or the maturity of which is longer than
one year. Other items are deemed to be short term.

Consolidation of budgetary items

Consolidation means the preparation of statementghancial operations in selected
accounts in accordance with the budgetary strudiuraggregate for all accounts, where
reciprocal financial transfers between accountshnginated.

Income tax

The due income tax (resulting from the City’s eaoi®m and business activities)
includes an estimate of the tax calculated on éixebase through the use of the tax rate in
effect on the last day of the fiscal year and apmementary assessments and refunds in
respect of prior periods.

Funds

Employer’s fund — such fund is established by kbt City and the City Districts.
The fund is used to cover the employer's contrimgi towards supplementary pension
insurance, cultural and recreational activitiesntabutions towards accommodation and
meals and other social assistance to employees.

Fund for apartment repairs and modernisation —fuhd includes a special purpose
loan from the Czech Ministry for Regional Developrne

Reserves and Development Funadhis fund is used for reporting of donations and
income not allocated for use in the current yeat arstalments received on debts from
previous years. The fund is used for transferghiierdunds and to the City’s budget.

Contributory Units’ Fund for Financial Settlementsthe fund is designated for
providing supplementary financial resources to meettain unfunded requirements of
contributory units with regard to capex-related aond-capex-related purposes. The financial
resources in this fund, which are not used by thd ef the relevant year, will be
automatically transferred to the next year.
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Changes in accounting methods

Depreciation was first used in the annual finansi@tements as at December 31,
2011. The amount of cumulative depreciation in eespf depreciated assets was accounted
for as at such date in the balance sheet to acd@&w difference in valuation due to change
of method. Since 2011, it is possible to make miovis in respect of tangible and intangible
fixed assets, financial fixed assets and to ma&eigions to reduce the value of inventory.

Since January 1, 2010, the City is obliged to prephe financial statements in
accordance with the Czech accounting standardgheneccrual principle shall be used. On
January 1, 2010, the City prepared a new sched@eocounts and established a new bridging
account between the old and new accounts.

Audit

According to applicable law in the Czech Republie City is subject to an annual
examination of operations which may be exercisedhleyMinistry of Finance of the Czech
Republic or by an independent external auditor. Titg may, at its own discretion, opt to
have the examination of operation performed by radependent external auditor; in such
case, the Ministry of Finance of the Czech Repulities not perform such examination.

The scope of the procedures required for the exatiom of operations of the City
does not conform to the requirements for issuinguadhitor’s statement and thus the auditor’s
reports on the results of the examination of opemat of the City are not reports on the
performance of an audit of financial statements.

For the years ended December 31, 2011 and 2012x#raination of operations was
performed by Deloitte Audit s.r.o., with its regstd office at Karolinska 654/2, Prague 8 —
Karlin, Post Code: 186 00, ID. No. 496 20 592, stayed by the Chamber of Auditors under
authorisation No. 079.

The examination of operations of the City is coriddcby an auditor in accordance
with the Czech Act No. 93/2009, on auditors, asraded (the Auditors Act”), international
auditing standards and the standards issued byCtiember of Auditors of the Czech
Republic. The content of and procedure for the emation of operations as well as a list of
the financial operations, that are subject to tken@nation, are set forth in Czech Act No.
420/2004 Coll., on the examination of the operatioh territorial self-governing units and
voluntary associations of municipalities , as ameehdThe examination of operations is
primarily focused on the compliance of operationghwaw, budgetary rules, accounting
principles and with the approved budget. For furtivformation see the Independent
Auditor's Reports for 2011 and 2012 incorporatedréference hereinabove in the section
“Documents Incorporated by Referehce

The examination of operations of the City for tleags ended December 31, 2011 and
2012 was performed in accordance with the abovetiorerd laws and regulations. The
Mayor is responsible for the operations which afgjext to auditor's examination and for the
representation of such operations in accountingrtepf the City.
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DESCRIPTION OF DEBT OF ISSUER

Borrowing limitations

City’s Strategy

Under the strategic programme of the City Counpjpraved at a meeting held on
December 21, 2011:

@)

(b)

(©)

(d)

(e)

the City’s primary objective is to maintain the Wstcreditworthiness and high
credit rating;

any further increase in the City’'s indebtednessisnded to be committed
solely for the implementation of strategic capéapenditures;

the City does not intend to provide any guarantie#s organisations or
companies, save for those situations that are etlieg extraordinary or
critical;

the City will duly and timely repay its current detand meet its internal debt-
ceiling fiscal rule until the expiration of its eteral term in autumn 2014 (see
“Description of Issuer - Administration and Orgartisa - City Assembly -
City Councif); and

the City’s debt should not exceed 100% of the Gityudgetary income, with
the target to reduce the debt/income ratio to 588d,the annual debt servicing
costs should not exceed CZK 2.5 billion.

Issue of Bonds

Issue of bondsirf Czech, dluhopigyor similar foreign debt securities by the City is
governed principally by the City Act and Bonds A&tcording to the City Act, the issue of
bonds (or similar foreign debt securities) mustberoved by the City Assembly. Under the
Bonds Act, the issue of bonds (or similar foreigabtdsecurities) by the City is subject to the
prior consent of the Czech Ministry of Finance. S&eneral Information-Authorisation

The Czech Ministry of Finance grants its consernh&issue of bonds (or similar foreign debt
securities) by the City if:

(@)

(b)

(©)

(d)

the economic situation of the City allows it to rhebkligations under bonds (or
similar foreign debt securities);

obligations under bonds (or similar foreign debtusgies) will not have any
significant negative effect on future economic depment of the City;

bonds (or similar foreign debt securities) proceads intended to be used
solely for (i) the City’s capital expenditures;) (iecovering of damages caused
by a natural or other disaster; or (iii) financiofya project co-financed by the

EU funds; and

the maturity of bonds (or similar foreign debt séées) does not exceed 15
years.
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Loans and Credits

The City may, at its sole discretion, conclude lagreements. Conclusion of loans by
the City is subject to the strategy adopted byGltg Council (see “City’s Strategy”above)
and governed principally by the City Act. The Ciygsembly must approve any loans of
nominal amount exceeding CZK 10,000,000 and agretsan payment schedules with time
of payment longer than 18 months.

Medium and Long Term Debt

The medium and long term debt of the City (withoke City Districts) consists
principally of (i) loans borrowed from the Europelavestment Banks (approximately CZK
20,809 thousand outstanding as at March 31, 2Qh8)joans were drawn down mostly in
CZK within the framework agreement agreed with Engopean Investment Bank); and (ii)
bonds issued at the Czech domestic market (appateiynCZK 5 billion outstanding as at
March 31, 2013.

The following table is a summary of the City’s madi and long term debt, without

the City Districts, as at December 31, 2011 and®2March 31, 2013 and the expected City’s
medium and long term debt as at June 30, 2013:
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City’s Long Term Debt

Debt as at Debt as at Debtasat Expected Debt Interest/ Maturity
December 31, December 31, March 31, as at June 30, Coupon
2011 2012 2013 2013
CzK CzZK CzK CzZK
(thousands) (thousands) (thousands) (thousands)
Loans
EIB - credit of EUR 7C
mil. (Prague
Infrastructure Project — 2,161,471 1,623,379 1,584,929 1,584,929 EIB Rate 2034
EIB - credit of EUR 5C
mil. (Prague Municipal
Infrastructure Project — 769,958 613,017 534,546 534,546 EIB Rate 2017
A)rs i
EIB - credit of EUR 7t
mil. (Prague Metro 1,913,609 1,752,605 1,672,102 1,672,103 EIB Rate 2025
Project —=B)................
EIB — credit of EUR 75
mil. (Prague Metro 1,284,786 1,119,233 1,039,242 1,039,288 EIB Rate 2019
Project —A)..........o..es
EIB — credit of EUR 80
mil. (Prague Flood 2,374,049 2,263,628 2,208,418 2,208,418 EIB Rate 2033
Damage Project).........
EIB - credit of EUR 7t
Z"F'i_(AP)rag”e Metroll— 5 179,555 2,059,636 2,021,519 1,999,676 EIB Rate 2030
EIB - credit of EUR 22¢
Z"F'i_grag”e Metroll = 5 748300 5,748,300 5,748,300 5,748,300 EIB Rate 2035
EIB — credit of CZK
ﬁio_og)m”' (Prague Metro i 6,000,000 6,000,000 6,000,000 EIB Rate 2042
Loans of City Districts
City Districts 92,017 83,986 84,420 75,985
Bonds (does not include
the Notes)
Bonds issued undt
EMTN prograni 4,386,000 4,273,800 0 0 4.25% 2013
Czech bonds listed at
Prague Stock
Exchange............... 5,000,000 5,000,000 5,000,000 5,000,000 4.25% 2021
Financial aids’
City Districts............ 19,456 22,200 22,200 22,200
TOTAL.......coeeees 25,929,195 30,559,784 25,015,676 25,885,44°
1 Drawn down in EUR. The amount is converted bydffieial CZK/EUR exchange rate of the Czech NagibBank as at December 31,
2011 which is 25.8.
2 Drawn down in EUR. The amount is converted bydffigial CZK/EUR exchange rate of the Czech NagibBank as at December 31,

2012 which is 25.14.

g b~ w

Bonds were repaid on March 19, 2013.
Returnable financial aids received from the CZRepublic and state funds.
The Notes issued hereunder are not included.
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The following table sets forth the maturity and debrvice schedules of the City's
medium and long term debt, without the City Didgjoutstanding as at December 31, 2012

Outstanding Exchange rate CZK/EUR
Repayment
debt!
(CZK thousand)

2012 .......ee 1,246,268,484 30,453,597,757 25.14
2013 ........... 5,034,926,75 25,393,820,9¢ 25.0(
2014 ............ 784,926,759 24,608,894,239 25.00
2015 ............ 784,926,759 23,823,967,480 25.00
2016 ............ 1,024,398,672 22,799,568,808 25.00
2017 ........... 963,334,22 21,836,234,5¢€ 25.0(
2018 ............ 1,167,667,974 20,668,566,611 25.00
2019 ............ 1,167,667,971 19,500,898,640 25.00
2020 ............ 1,007,927,582 18,492,971,058 25.00
2021 ........... 6,007,927,58 12,485,043,47 25.0(¢
2022 ............ 1,007,927,582 11,477,115,893 25.00
2023 ............ 975,784,725 10,501,331,168 25.00
2024 ............ 853,770,812 9,647,560,356 25.00
2025 ........... 853,770,81 8,793,789,54 25.0(¢
2026 ............ 846,922,884 7,946,866,660 25.00
2027 ...oonnnl 846,922,884 7,099,943,776 25.00
2028 ............ 846,922,884 6,253,020,892 25.00
2029 ........... 846,922,88 5,406,098,00 25.0(¢
2030 ............ 748,015,980 4,658,082,028 25.00
2031 ............ 727,003,814 3,931,078,214 25.00
2032 ...coonnnl 727,003,814 3,204,074,400 25.00
2033 ........... 671,793,37 2,532,281,02 25.0(
2034 ............ 548,154,041 1,984,127,002 25.00
2035 ............ 392,290,267 1,591,836,735 25.00
2036 ............ 244,897,959 1,346,938,776 25.00
2037 ........... 244,897,95 1,102,040,81 25.0(
2038 ............ 244,897,959 857,142,857 25.00
2039 ............ 244,897,959 612,244,898 25.00
2040 ............ 244,897,959 367,346,939 25.00
2041 ........... 244,897,95 122,448,98 25.0(
2042 ............ 122,448,980 0 25.00
1 The Notes issued hereunder are not included.

Short Term Debt

The short term debt of the City includes liabiktihich maturities do not exceed one
year. The short term debt of the City (including ity Districts) amounted to approximately
CZK 11.4 billion as at December 31, 2012 and CZkKs1$llion as at March 31, 2013.

The significant increase of the City’s short terebtlin the first half of 2013 was
caused by the issue of the Czech short term notd®iaggregate nominal amount of CZK 5
billion and payable by June 20, 2013. The Czechltskaom notes were issued on March 20,
2013 and repaid on June 20, 2013. Such notes weeersbed byCeskoslovenska obchodni
banka, a. s. and UniCredit Bank Czech Republic, ansler the Czech short term note
program entered into on March 18, 2013 among thg, @is issuer, andeskoslovenska
obchodni banka, a. s. and UniCredit Bank Czech Bleapua.s. as managers and
administrators.

The following table is a summary of the City’s shtarm debt, (including the City
Districts), as at December 31, 2011 and 2012 andiadl, 2013:
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Short Term Debt

December 31, 2011 December 31, 2012

March 31,2013

SUPPIIEIS. et e e
Shortterm NOtES .....uvve i e e,
Short term advances received............cccoee v
Payables from split administration and advance siépo..
EMPIOYEES....e it e

Other payables to employees...........c.ccooveviviiiie e,
Clearing with institutions of social security aneblth
INSUFANCE ... ettt it et et et e e

INCOME taX. . it e e
Other direCt taxes.......vvvviie i e,

Value added tax........c.covvviieiiniinii e
Obligations to subjects apart from selected govennt
15 (100 o] o I

Obligations to selected central government insting.....
Obligations to selected local government institusio. ....
Liabilities to members of association...........................
Fixed term transactions and options................c.cccevevunns
Short term advance payments for transfers accepted...
ACCIUE EXPENSES ... .eeneitieeeee et aae et eeeaaeaae e aens
UNearned rEVENUE. .........uuieeieeaaeaaee et aeeeaeaeeeeanns

Estimated accrued items..........cccooeoiiii i,
Other short term

1,884,942,361.,08 3,150,473,820.74
1,723,579,176.77
81,837,739.75
148,147,306.00
15,706,603.20

1,626,819,733.29
45,925,072.88
147,520,502.00
17,087,947.20

135,513,254.00
1,087,870,917.59
41,086,665.00

131,184,755.00
1,010,140,686.48
37,721,063.00

- 71,132,442.9
- 1,933,650.03
3,628,574.30 6,285,794.53
329,247,473.25 478,387,819.80
124,378.08 124,378.08

1,338,596,686.48
777,290,148.46
215,250,525.27
456,780,237.67
626,138,903.68

1,361,036,937.84
496,997,047,65
67,728,697.65
433,848,001.09
965,032,772.76

2,362,332,293.59
5,000,000,000.C
1,980,869,886.04
38,907,384.57
171,941,798.00
16,696,304.20

130,062,039.00

1,010,140,686.48

17,868,642.50
56,746,492.3

899,348.951.14
4,902,831.31
737,165,069.76
124,378.08
137,272,148.00
1,180,721,121.59
208,511.99
577,710,235.80
313,860,252.96

PAYADIES. ... oo 1,222,523,417.36 1,253,023,697.34 2,039 215,867.88
TOTAL et e 9,956,346,797.59 11,434,322,390.62 16,676,094,895.28
Guarantees

According to the City Act, the City may not guamtobligations of third parties,

except for obligations of:
(@)
(b)

or the Czech Republic, holds at least 50% sharéetmldr

(€)

capital expenditure for a real estate of the City.

a legal entity founded by the City, City Distriatthe Czech Republic;

a legal entity in which the City solely, or jointlyith any municipality, region

a legal entity under a loan agreement providedtti@ioan is to be used as a

The following table sets out a list of guarantead aecurity provided by the City
(without the City Districts) as at December 31, P@hd 2012:

Guarantee/Security Guarantee/Security ~ Guarantee/Security
as at December, 31, as at December, 31, as at March, 31,
2011 2012 2013
Name of the debtor (CZK thousand)
Kongresové centrum Praha, a.s. 297,219 208,050 208,050
DPP . 0 4,000,001 4,000,00!
Total 297,219 4,208,050 4,208,050
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Loan of Kongresoveé centrum Praha, a.s.

In 2005, KCP drawn down a gradually amortised lgarthe amount of CZK 700
million provided by Komeini banka, a.s., the final maturity of which is ied@mber 2014.
This loan is fully guaranteed by the City.

Short Term Note Program of Dopravni podnik hl. mrdhy, akciova spolénost

In connection with the CZK 4 billion short term agprogram dated March 29, 2012
by DPP, the City secured the obligations of DPPeurttie short term note program by
entering into a future notes purchase agreemeMaich 29, 2012, on the basis of which the
City is obliged to purchase the short term notesied by DPP under the short term note
program from the financing bank€dska spiitelna, a.s. and’eskoslovenska obchodni
banka, a.s.) in the amount of up to CZK 4 billioncase of certain events of default on the
part of DPP and/or the City (in particular, the peynt default). The short term note program
has been issued by DPP in order to finance DPRjgisition of new tram carsSkoda 15
ForCity* within the framework of DPP’s fleet renovationogram and is due on August 30,
2013.

Long Term Note Program of Dopravni podnik hl. m. &y, akciova spoknost

DPP intends to refinance and extend the above ibescshort term note program by
a CZK 8 billion long term note program froeska sptitelna, a.s. and’eskoslovenska
obchodni banka, a.s. The long term notes are teswued by DPP in the course 2013 and
2014, payable no later than in December 2025 aadugidly amortised from December 2015
to December 2024. On May 7, 2013, the City Couapproved the provision of a security in
favour of DPP to secure DPP’s long term note pnogkey entering into the future notes
purchase agreement under which the City would bigexbto purchase the outstanding long
term notes issued by DPP in case of certain evandefault on the part of DPP and/or the
City (in particular, the payment default). Provisiof such security and entering into the
future long term notes purchase agreement wereoae@prby the City Assembly at the
meeting held on June 20, 2013.

Guarantees and other security provided by City Dt

The aggregate amount of guarantees and other sequadvided by all the City
Districts amounted to approximately CZK 238.6 roitlias at December 31, 2011 and CZK
154.2 million as at December 31, 2012.
Derivatives

City’s Hedging Strategy

The City does not conclude any derivative transadir purposes other than hedging.
The financial position of the City reflects the pootional financial market risk secured, as
necessary, by hedging instruments protecting thefim the currency and interest risks.

The City monitors the following financial risks:

(d) currency risk— the City seeks to eliminate this risk; and

(e) interest risk- the City seeks to achieve the long term goalesponding to

50% of the City’s long term debt not bearing theeiast risk ite., 50% of
City’s long term debt bearing fix interest rate).
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The following table sets out the market valuatiomafk to market) of derivatives

concluded by the City as at December 31, 2011 84@:2

As at December 31,

2011 2012

(CZK) (CZK)
Currency and interest rate hedging of the- year EUR 170 millior
bonds issued under EMTN progrjam ................................................ 1,196,703,475.90 1,223,764,789.84
Interest rate hedging of EIB loan in the amounEBR 50 mil.
(Prague Municipal Infrastructure Project — A).......c.ooieceeevenennn. 29,320,858.30 25,012,272
Interest rate hedging of EIB loan in the amounEBR 70 mil.
(Prague Municipal Infrastructure Project — A)........c..covviemmerevevinnnn 112,572,352.28 112,259,876
TOtaAL e e 1,338,596,686.48 1,361,036,937.84

1 EUR 170 million bonds were repaid on March 19, 2848 the hedging expired and was repaid.
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TAXATION

The statements herein regarding taxation are based the laws and published
practice in force in the relevant jurisdictions asf the date of this offering memorandum
and are subject to any changes in law occurring&ftsuch date, which changes could be
made on a retroactive basis.

The following summary does not purport to be a campensive description of all of
the tax considerations which may be relevant to ecidion to subscribe for, purchase, own
or dispose of the Notes and does not purport toldeth the tax consequences applicable to
all categories of investors, some of which (suchdeslers in securities or commaodities) may
be subject to special rules. Prospective purchassrthe Notes are advised to consult their
own tax advisors concerning the overall tax conseques of their ownership of the Notes.

Taxation in the Czech Republic

The information set out below is a summary of dertenaterial Czech tax
consequences of the purchase, holding and dispogiti Notes and it does not purport to be
a complete analysis of all Czech tax considerati@tating to the Notes that may be relevant
to a decision to purchase the Notes. This summaeg ahot take into account or discuss the
tax laws of any country other than the Czech Repuldr does it take into account specific
double taxation treaties nor the individual circuargces, financial situation or investment
objectives of an investor in the Notes.

This summary is based on the tax laws of the CReglublic as in effect on the date of
this Base Prospectus and their prevailing interptieins available on or before such date. All
of the foregoing is subject to change, which capgly retroactively and could affect the
continued validity of this summary.

As this is a general summary, holders of the Natesuld consult their own tax
advisors as to the consequences under the taxdawyse country in which they are resident
for tax purposes and the tax laws of the Czech Reptoncerning the purchase, holding and
disposition of the Notes and receiving paymenisitefest, principal and/or other payments
under the Notes, including, in particular, the apption to their own situation of the tax
considerations discussed below as well as the egipbin of state, local, foreign or other tax
laws. A Czech tax law amendment was enacted ahtegibme effective in 2015. The timing
of effectiveness and the scope and extent of spebhGax law amendment may be subject to
further changes. Selected and most significant atgpaf the Czech tax law amendment on the
Notes are concisely outlined below.

Withholding Tax on Interest

So long as the Notes are issued outside of thelCRepublic, all interest payments to
be made by the Issuer under the Notes issued eutstdCzech Republic may be made free of
withholding or deduction of, for or on the accoohtainy taxes of whatsoever nature imposed,
levied, withheld or assessed by the Czech Repuliany political subdivision or taxing
authority thereof or therein.

Non-Czech Holders, Holding and Sale
Assuming that the Notes are issued outside of #exiC Republic, interest income on

the Notes held by an individual who is not for faxposes treated as a resident of the Czech
Republic or by a person (other than an individwethp is not for tax purposes treated as a
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resident of the Czech Republic, lddn-Czech Holdef, will be exempt from taxation in the
Czech Republic.

Income realised by Non-Czech Holders, not holdimg Notes through a permanent
establishment in the Czech Republic, from the shlbe Notes to other Non-Czech Holders,
not purchasing the Notes through a permanent estaiént in the Czech Republic, will not
be subject to taxation in the Czech Republic.

Income realised by Non-Czech Holders, whether hgldihe Notes through a
permanent establishment in the Czech Republic or fnrem the sale of the Notes to an
individual who is for tax purposes treated as @eg of the Czech Republic or to a person
(other than an individual) who is for tax purposested as or deemed to be a resident of the
Czech Republic or to an organisational unit of @eech state, aCzech Holder, or to a
Non-Czech Holder acquiring the Notes through a p@ent establishment in the Czech
Republic, will be subject to taxation in the Cz&xpublic, unless:

(@) the Non-Czech Holder realising that income is rsidn a country within the
meaning of a double taxation treaty between thamntyg and the Czech
Republic, pursuant to the terms of which the righttax that income is
conferred exclusively to the former country, is theneficial owner of that
income, is entitled to enjoy the benefits of thatilble taxation treaty and does
not have a permanent establishment in the Czechubiiepto which the
income would be attributable; or

(b) the Non-Czech Holder who is an individual and hakl the Notes for more
than six months prior to their sale and the Notasehnot been held in
connection with business activities of the Non-Ceétolder and if so, the
Notes will be sold after six months following threrrmination of such business
activities at the earliest. Under the Czech tax Ewendment, which will
become effective in 2015, the holding period neagstor this exemption will
be prolonged to three years and additionally, tlesgjincome from the sale of
Notes, which will not exceed CZK 100,000, will rm# subject to taxation.

Income realised by Non-Czech Holders, holding theteN through a permanent
establishment in the Czech Republic, from the eflae Notes will be subject to taxation in
the Czech Republic regardless of the status dbtiger.

If income realised by a Non-Czech Holder, whethelding the Notes through a
permanent establishment in the Czech Republic prfroon the sale of the Notes is subject to
taxation in the Czech Republic (as discussed irfdregoing paragraphs), the Czech Holder
or a permanent establishment in the Czech Republia Non-Czech Holder paying the
income will be obliged to withhold an amount of 184 a gross basis representing tax
security, unless the Non-Czech Holder selling tlegeN is for tax purposes a resident of a
member state of the EU or the EAA or unless théyabbn to withhold is waived based on a
tax authority decision. The tax security shall bedited against the final tax liability of the
Non-Czech Holder selling the Notes.

A Non-Czech Holder will not become or be deemethdoome a tax resident in the

Czech Republic solely by reason of holding of thetds or the execution, performance,
delivery and/or enforcement of the Notes.
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Czech Holders, Holding and Sale

Interest income on the Notes held by Czech Holdessibject to Czech corporate and
personal income tax, as applicable, at the flasraf 19% and 15% (under the Czech tax law
amendment and with effect from 2015, the rate efgarsonal income tax will be increased to
19%), respectively, and is payable on a self-ass&ssbasis (in the case of Czech Holders
who are individuals, the reporting obligation, mdéion to whether the interest income shall
be declared on a cash or an accrual basis, wikntt@n the individual's circumstances in
each case). Czech Holders that are subject to Caambunting standards for entrepreneurs
(most companies other than financial or insuransttutions and certain individuals engaged
in active business) or to Czech accounting stasdédfinancial institutions (including, in
particular, banks) will be required to recognise thterest income on an accrual basis for
accounting purposes and, accordingly, include tthigir general tax base for Czech income
tax purposes in the given period.

Czech Holders who are subject to Czech accountamgards for entrepreneurs or to
Czech accounting standards for financial instingi@nd hold the Notes for the purposes of
trading may be, under certain conditions, requitedevalue the Notes to fair value for
accounting purposes, whereby the unrealised gain®sses would be accounted for as
revenues or expenses, respectively. Such revenues ganerally taxable and the
corresponding expenses are generally tax dedudtiblézech tax purposes.

Any gains upon a sale of the Notes will generallytaxable at the above mentioned
rates and in the case of Czech Holders who keepuatiog books (in principle, all legal
entities and certain individuals), any losses wéherally be tax deductible. By contrast, a
loss realised by Czech Holders who are individuakher than those mentioned in the
preceding sentence) is generally non-deductibleegxwhere such losses are compensated
by taxable gains on sales of other securities hadricome from the sale of the Notes is not
exempt from tax. In the case of Czech Holders wiedradividuals, any gain derived from the
sale of the Notes is exempt from Czech personaimectax if the holding period of the Notes
exceeds six months and the Notes have not beenihet®nnection with the business
activities of the Czech Holders and, if so, thedsawill be sold after six months following the
termination of such business activities at theiesitl Under the Czech tax law amendment,
which will become effective in 2015, the holdingipéd necessary for this exemption will be
prolonged to three years and additionally, the ginsome from sale of Notes, which will not
exceed CZK 100,000, will not be subject to taxation

Value Added Tax

There is no Czech value added tax payable in réegpgayments in consideration for
the issue of the Notes, or in respect of the payrokmterest or principal under the Notes, or
in respect of the transfer of the Notes.

Other Taxes or Duties

No registration tax, capital tax, customs dutynsfer tax, stamp duty or any other
similar tax or duty is payable in the Czech Repulbly a Non-Czech Holder or a Czech

Holder in respect of or in connection with the gwase, holding or disposition of the Notes,
save for disposition in certain cases upon donairdnheritance.
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Taxation in Luxembourg
Luxembourg Income Tax Consequences

The following summary of certain Luxembourg tax seguences of purchasing,
owning and disposing of the Notes is of a genesadire and is included herein solely for
information purposes and does not purport to beoaprehensive description of all tax
considerations that may be relevant to a decistopurchase or sell of the Notes. It is based
on the laws, regulations and administrative andigiad interpretations presently in force in
Luxembourg, though it is not intended to be, nayudth it be construed to be, legal or tax
advice. This summary also does not take into addmenspecific circumstances of particular
investors. Prospective investors in the Notes shthérefore consult their own professional
advisers as to the effects of state, local or fprdiaws, including Luxembourg tax law, to
which they may be subject.

Please be aware that the residence concept usiegl loelow paragraphs of this section
“Taxation in Luxemboufgapplies for Luxembourg income tax assessment gaap only.
Any reference in this sectiormaxation in Luxemboufgto a tax, duty, levy, impost or other
charge or withholding of a similar nature refer¢ydn Luxembourg tax law and/or concepts.
Also, please note that a reference to Luxemboumpnre tax generally encompasses
corporate income taxnip6t sur le revenu des collectivifésnunicipal business taxnfpot
commercial commungla solidarity surcharged@ntribution au fonds pour I'emplpias well
as personal income takr(pot sur le revenu Investors may further be subject to net wealth
tax (mpo6t sur la fortung as well as other duties, levies or taxes. Cotpomacome tax,
municipal business tax as well as the solidaritglsarge invariably apply to most corporate
taxpayers resident of Luxembourg for tax purpobetividual taxpayers are generally subject
to personal income tax and the solidarity surchakyeler certain circumstances, where an
individual taxpayer acts in the course of the manaent of a professional or business
undertaking, municipal business tax may apply dt we

Withholding Tax
Individuals

All payments of interest and principal by the Igsire the context of the holding,
disposal, redemption or repurchase of the Notes bmaymade free of withholding or
deduction for or on account of any taxes of whatso@ature imposed, levied, withheld, or
assessed by Luxembourg or any political subdivisiotaxing authority thereof or therein in
accordance with applicable law, subject however to:

(@) the application of the Luxembourg laws of 21 Ju®®= (the taws of 21
June 2003) implementing the EU Savings Directive and sel/@greements
(the “Agreements) concluded with certain dependent or associagedtories
of EU Member States and providing for the possiblgplication of a
withholding tax on interest paid to or for the bineof certain non-
Luxembourg resident investors (individuals andaiartypes of entities called
“residual entities”, as defined by the Laws of 2@ 2005) in the event such
payments are made by the relevant issuer or byppoirted paying agent
established in Luxembourg within the meaning of Eue Savings Directive or
Agreements, unless the beneficiary of the paymdninterest or similar
income elects for an exchange of information orvjges a specific tax
certificate to the Luxembourg paying agent (forthHer information, please see
“EU Savings Directivg; and
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(b) the application of the Luxembourg law of 23 DecemB805 as amended
introducing a final (withholding) tax on certainymaents of interest made to
certain Luxembourg resident individuals (theatv of 23 December 20035.

Resident holders of Notes

Payment of interest or similar income (within theaning of the Law of 23 December
2005) on debt instruments made or deemed madepayiag agent (within the meaning of
the Law of 23 December 2005) established in Luxamipdo or for the benefit of an
individual Luxembourg resident for tax purposes whthe beneficial owner of such payment
or to certain residual entities (such entities mksdi in article 4.2 of the EU Savings Directive,
“Residual Entities”) established in another EU M@&mBtate or in an associated or dependent
territory with which an Agreement has been sigrsed| deemed to be acting on behalf of an
individual Luxembourg resident, may be subject tavaat a rate of 10%. Such final tax will
be in full discharge of income tax if the individuzeneficial owner acts in the course of the
management of his/her private wealth. Respongiliiit the withholding and payment of the
tax lies with the Luxembourg paying agent.

An individual beneficial owner of interest or siarilincome (within the meaning of
the Law of 23 December 2005) who is a residentwfembourg and acts in the course of the
management of his/her private wealth may opt iroedance with the Law of 23 December
2005 for a final tax of 10% when he receives aléemed to receive such interest or similar
income from a paying agent established in anothéMember State, in a Member State of
the EEA which is not an EU Member State, or ina@etwhich has concluded a treaty directly
in connection with the EU Savings Directive. Thdiudual resident that is the beneficial
owner of interest is responsible for the declaratind the payment of the 10% final tax.

Non-Resident holder of Notes

Under the EU Savings Directive and the Laws of @1eJ2005, a Luxembourg based
paying agent (within the meaning of the EU SavibDg®ctive) may be required to withhold
tax on interest and other similar income (withie timeaning of the Laws of 21 June 2005)
paid by it to (or under certain circumstances,tfer benefit of) an individual or a Residual
Entity which is a resident of, or established iotier Member State of the EU, unless the
beneficiary of the interest payments or the Regidumity (where applicable) elects for an
exchange of information or provides there relevdatuments (including a specific tax
certificate) to the Luxembourg paying agent. Thensaegime applies to payments by a
Luxembourg based paying agent to individuals ondRes Entities resident in certain non-EU
countries and certain dependent or associatedorées (including Jersey, Guernsey, Isle of
Man, Montserrat, British Virgin Islands, Curaga@p8, Saint Eustatius, Bonaire, St. Maarten
and Aruba).

The current tax rate is 35%. Responsibility for thighholding of the tax will be
assumed by the Luxembourg paying agent. The taxersyswill only apply during a
transitional period, the ending of which dependstlo®a conclusion of certain agreements
relating to information exchange with certain otle®untries (the transitional period may
therefore never end).

Investors should note that the European Commissigrounced proposals to amend
the Directive. If implemented, the proposed amenumwould, inter alia, extend the scope of
the Directive to (i) payments made through ceriatermediate structures (whether or not
established in a Member State) for the ultimateebenf an EU resident individual, and (ii) a
wider range of income similar to interest.
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Corporations

There is no Luxembourg withholding tax for Luxembpuesident and non-resident
corporations holders of the Notes on payments tdrést (including accrued but unpaid
interest), except for interest paid on certain ipidiaring Notes and, arguably, profit-sharing
interest paid on loans, which is subject to 15%hkolding tax unless on the basis of the tax
treaty, concluded with Luxembourg and the counrwhich the corporation is tax resident, a
lower tax rate or an exemption is available.

Income Taxation
Non-Resident holders of Notes

Non-resident holders of Notes, not having a permtestablishment, a permanent
representative, or a fixed place of business inellxourg to which the Notes or income
therefrom are attributable, are not subject to lnolzeurg income taxes on income accrued or
received, redemption premiums or issue discoumsleuthe Notes nor on capital gains
realised on the disposal or redemption of the Nobl@n-residents holders who have a
permanent establishment, a permanent representadivea fixed place of business in
Luxembourg to which the Notes or income therefrore attributable are subject to
Luxembourg income tax on interest accrued or reckivedemption premiums or issue
discounts, under the Notes and on any gains relalisen the sale or disposal of the Notes.

Resident holders of Notes
Individuals

A resident individual acting in the course of theamagement of a professional or
business undertaking must include any interestuaccor received, any redemption premium
or issue discount, as well as any gain realisethersale or disposal, in any form whatsoever,
of the Notes, in its taxable income for Luxemboimgpme tax assessment purposes.

A resident holder of Notes, acting in the courseéhef management of his/her private
wealth, is subject to Luxembourg income tax in esspof interest received, redemption
premiums or issue discounts, under the Notes, éxcex has been levied on such payments
in accordance with the Law of 23 December 2005.

A gain realised by an individual holder of Notestigg in the course of the
management of his/her private wealth, upon the saltisposal, in any form whatsoever, of
Notes is not subject to Luxembourg income tax, jpled this sale or disposal took place
more than 6 months after the Notes were acquiremlveder, any portion of such gain
corresponding to accrued but unpaid interest inc@mibject to Luxembourg income tax,
except if tax has been levied on such interestcoomlance with the Law of 23 December
2005.

Corporation

A resident holder of Notes (which is not exemphirmmcome taxation) must include
any interest accrued or received, any redemptiempm or issue discount, as well as any
gain realised on the sale or disposal, in any fernatsoever, of the Notes, in its taxable
income for Luxembourg income tax assessment puspose

A holder of the Notes that is governed by the léwlbd May 2007 on family estate
management companies (as amended), or by the law &fecember 2010 on undertakings
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for collective investment (amending the law of 28cBmber 2002), or the law of 13 February
2007 on specialised investment funds (as amendewiither subject to Luxembourg income
tax in respect of interest accrued or received,radgmption premium, nor on gains realised
on the sale or disposal, in any form whatsoeveth@MNotes.

Net Wealth Taxation

An individual holder of Notes, whether he or sha isesident of Luxembourg or not,
is not subject to Luxembourg wealth tax on sucheot

A resident corporate holder of Notes or non-redidmmporate holder of Notes that
maintain a permanent establishment, permanentseptative or a fixed place of business in
Luxembourg to which such Notes are attributablesubject to Luxembourg wealth tax on
such Notes, except if such holder is a private thealanagement companys(ciété de
gestion de patrimoine familigl introduced by the law of 11 May 2007 (as amendeah
undertaking for collective investment governed g taw of 17 December 2010 (amending
the law of 20 December 2002), a securitisation alehjoverned by and compliant with the
law of 22 March 2004 on securitisation (as amend@@pmpany governed by and compliant
with the law of 15 June 2004 (as amended) on ventapital vehicles, or a specialised
investment fund governed by the law of 13 Febr2&§7 (as amended).

Other Taxes

Neither the issuance nor the transfer of Notes g rise to any Luxembourg stamp
duty, value-added tax, issuance tax, registraton transfer tax or similar taxes or duties,
provided that the relevant issue or transfer agesns not registered in Luxembourg, which
is not mandatory.

Where a holder of Notes is a resident of Luxembdargax purposes at the time of
his or her death, the Notes are included in hiher taxable estate for inheritance tax
assessment purposes.

Gift tax may be due on a gift or donation of Noteembodied in a Luxembourg deed or
registered in Luxembourg.

EU Taxation Aspects
EU Savings Directive

Under EC Council Directive 2003/48/EC on the teomtof savings income (theeU
Savings Directive), member states (including the Czech Republic whishlémented the
EU Savings Directive into Section 38fa (Paying Ayesf the Czech Income Tax Act) are
required to provide to the tax authorities of aeotmember state details of payments of
interest (or similar income) paid by a person withs jurisdiction to (or collected by such a
person for) an individual resident in that othernmber state or to certain limited types of
entities established in that other member state.

However, for a transitional period, Luxembourg afwdstria are instead required
(unless during that period they elect otherwisedgerate a withholding system (subject to a
procedure whereby, on meeting certain conditiohs, lieneficial owner of the interest or
other income elects for the exchange of informatiarrelation to such payments, deducting
tax at a rate of 35% (the ending of such transiioperiod being dependent upon the
conclusion of certain other agreements relatinghntormation exchange with certain other
countries).
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A number of non-EU countries and certain dependegnassociated territories of
certain member states have adopted similar meagait®r provision of information or
transitional withholding) in relation to paymentsade by a person within its jurisdiction to
(or collected by such a person for) an individusdident in a member state or to certain
limited types of entities established in a membates In addition, the member states have
entered into provision of information or transi@nvithholding arrangements with certain of
those dependent or associated territories in oglattdb payments made by a person in a
member state to (or collected by such a persondor)ndividual resident in one of those
territories or to certain limited types of entitiestablished in one of those territories.

The European Commission has proposed certain anemdnto the EU Savings

Directive which may, if implemented, amend or bmadhe scope of the requirements
described above.
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SUBSCRIPTION AND SALE

Ceskoslovenska obchodni banka, a. s. and UniCredalitk BCzech Republic, a.s.
(together, the Joint Lead Managers) have, in a subscription agreement dated June 28,
2013 (the Subscription Agreement) and made between the Issuer and the Joint Lead
Managers upon the terms and subject to the condittmntained therein, severally and not
jointly, agreed to subscribe and pay for the Natetheir issue price of 99.417 per cent. of
their principal amount plus any accrued interestrespect thereof and less a combined
management and underwriting commission. Followinghssubscription for the Notes, the
Joint Lead Managers may hold a significant portioe Notes, including until maturity. The
Issuer has also agreed to reimburse the Joint Meathgers for certain of their expenses
incurred in connection with the management of tbgeué of the Notes. The Joint Lead
Managers are entitled in certain circumstances éordleased and discharged from their
obligations under the Subscription Agreement pieaihe closing of the issue of the Notes.

United Kingdom
Each Manager has further represented, warrantedraafeltaken that:

(@) it has only communicated or caused to be commuetdcand will only
communicate or cause to be communicated an inmitadr inducement to
engage in investment activity (within the meanimgection 21 of the FSMA)
received by it in connection with the issue or sale the Notes in
circumstances in which Section 21(1) of the FSMAesimot apply to the
Issuer; and

(b) it has complied and will comply with all applicalyeovisions of the FSMA
with respect to anything done by it in relation ttee Notes in, from or
otherwise involving the United Kingdom.

United States of America

The Notes have not been and will not be registarateér the Securities Act and may
not be offered or sold within the United Statesaror for the account or benefit of, U.S.
persons except in certain transactions exempt ftoen registration requirements of the
Securities Act. Terms used in this paragraph hawe ineanings given to them by
Regulation S.

The Notes are subject to U.S. tax law requiremants may not be offered, sold or
delivered within the United States or its possessior to a United States person, except in
certain transactions permitted by U.S. tax regoiteti Terms used in this paragraph have the
meanings given to them by the United States InteRevenue Code and regulations
thereunder.

Each Manager has agreed that, except as permitéaebSubscription Agreement, it
will not offer, sell or deliver the Notes, (a) agarp of their distribution at any time or
(b) otherwise, until 40 days after the later of tsenmencement of the offering and the issue
date of the Notes, within the United States optdpr the account or benefit of, U.S. persons,
and that it will have sent to each dealer to whiclsells Notes during the distribution
compliance period a confirmation or other notic#iisg forth the restrictions on offers and
sales of the Notes within the United States ootdor the account or benefit of, U.S. persons.
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In addition, until 40 days after commencement o tifering, an offer or sale of
Notes within the United States by a dealer (whetharot participating in the offering) may
violate the registration requirements of the Se¢iasiAct.

Czech Republic

None of the Notes has been issued or will be isagea bond within the meaning of
the Bonds Act. Although certain requirements sethfin Section 27 of the Bonds Act apply
to the Notes (including the requirement for a pdonsent of the Ministry of Finance of the
Czech Republic to the issue of such bonds), nooappof the terms and conditions of the
Notes is required to be obtained from the CzechioNat Bank. The Issuer will, however,
notify the Czech National Bank in accordance whk Czech Act No. 15/1998 Coll., on
capital market supervision, as amended, and thehCaet No. 219/1995 Coll., on foreign
exchange, as amended. S€efieral Information — Authorisatién

No public offering of the Notes has been made dirlvei made within the meaning of
the Czech Act No. 256/2004 Coll., on conductingitess on the capital market, as amended
(the “Capital Market Act”) and no application for an approval of a prospedbr any of the
Notes has been filed with the Czech National Bank.

None of the Notes has, based on an applicatiohdyssuer, been admitted or will be
admitted to trading on any regulated market in @eech Republic and no application for
approval of a prospectus for any of the Notes heenlfiled with the Czech National Bank
and no application for admission of any of the Nadie trading on such regulated market in
the Czech Republic has been filed with any organidea regulated market in the Czech
Republic. SeeGeneral Information — Listing, Approval and Admissto Trading of Notés

Each Joint Lead Manager has represented, warraamddundertaken that it has
complied and will comply with the Bonds Act, theptal Market Act or and the Czech Act
No. 21/1992 Coll., on banks, as amended with reégpeanything done by it in relation to the

Notes in, from, or otherwise involving the CzechpRlglic and each Joint Lead Manager has
undertaken:

(@) not to offer or sell any Notes in the Czech Reputiirough a public offering
(in Czech, verejnd nabidky except for a public offering for which the
publication of a prospectus is not required unahwsr @pplicable exemption set
out in the Capital Market Act provided that, undke Capital Market Act,
“public offering” means any communication to a widgroup of persons
containing information on the investment securitebe offered and the terms
of their acquisition, which is sufficient for anviestor to make a decision to
purchase or subscribe to these investment sesyritie

(b) not to apply for approval of this Prospectus by @mech National Bank (or
passporting of this Prospectus into the Czech Repudy for admission of the
Notes to trading on a regulated market in the CRepublic or on any other
European regulated market within the meaning ofGapital Market Act; and

(c) not to take any other action which would resulthiie Notes being deemed to
have been issued as a bond pursuant to the BoridsrAc be issued in the
Czech Republic or requiring any other permit, regi®on, filing or
notification to the Czech National Bank (save fbe tnotification required
pursuant to Czech Act No. 15/1998 Coll., on capierket supervision, as
amended, and the Czech Act No. 219/1995 Coll., ameidn exchange, as
amended) or other authorities in the Czech Repydiee for the prior consent
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of the Ministry of Finance of the Czech Republicthe issue of the Notes
required pursuant the Bonds Act) in respect of Nlmees in accordance with
the Bonds Act or the Capital Market Act or the pie of the Czech National
Bank.

Luxembourg

Each Joint Lead Manager has represented, warramedindertaken not to offer or
sell the Notes within the territory of the Granddby of Luxembourg without a simplified
prospectus duly approved by the L as referred tGhapter 2, Part Ill of the Luxembourg
Prospectus Act, unless the offer benefits from atiyer exemption to, or constitutes a
transaction otherwise not subject to, the requirgni@ publish a prospectus or a simplified
prospectus.

Republic of Italy

The offering of the Notes has not been registengd tve Commissione Nazionale per
le Societa e la Borsa (the€ ONSOB") pursuant to Italian securities legislation. Ealdint
Lead Manager has represented and agreed that &y sdle or delivery of the Notes or
distribution of copies of this Prospectus or anlyeotdocument relating to the Notes in the
Republic of Italy will be effected in accordancetiwall Italian securities, tax and exchange
control and other applicable laws and regulation.

Any such offer, sale or delivery of the Notes ostdbution of copies of this
Prospectus or any other document relating to thedNio the Republic of Italy must be:

(@) made by an investment firm, bank or financial intediary permitted to
conduct such activities in the Republic of Italyaocordance with Legislative
Decree No. 58 of 24 February 1998, CONSOB Reguiaio. 16190 of 29
October 2007 and Legislative Decree No. 385 of fitSaber 1993 (in each
case as amended from time to time); and

(b) in compliance with any other applicable laws angutations or requirement
imposed by CONSOB or any other Italian authority.

European Economic Area

In relation to each Member State of the Europeaon&mic Area which has
implemented the Prospectus Directive (eachRelévant Member Staté), each Joint Lead
Manager has represented and agreed that with éffestand including the date on which the
Prospectus Directive is implemented in that Relewdember State it will not offer or sell
any Notes in the Relevant Member State through iguffering, except for a public
offering for which the publication of a prospectiss not required under any applicable
exemption set out in the Prospectus Directive.

For the purposes of this provision, the expresaiofoffer of Notes to the publi¢ in
relation to any Notes in any Relevant Member Stagans the communication in any form
and by any means of sufficient information on thents of the offer and the Notes to be
offered so as to enable an investor to decide tohaise or subscribe the Notes, as the same
may be varied in that Member State by any measopéeimenting the Prospectus Directive in
that Member State, the expression Prospectus eertcludes any relevant implementing
measure in the Relevant Member State.
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General

Each Joint Lead Manager has represented, warramgcgreed that it has complied
and will comply with all applicable laws and regigas in each country or jurisdiction in
which it purchases, offers, sells or delivers Naiepossesses, distributes or publishes this
Prospectus or any other offering material relatmghe Notes. Persons into whose hands this
Prospectus comes are required by the Issuer, andbiht Lead Managers to comply with all
applicable laws and regulations in each countrjudsdiction in which they purchase, offer,
sell or deliver Notes or possess, distribute orlipblthis Prospectus or any other offering
material relating to the Notes, in all cases air thwn expense.
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GENERAL INFORMATION

Authorisation

The creation and issue of the Notes by the Issagrbeen authorised by a resolution
of the City Assembly dated September 20, 2012 asdluations of the City Council dated
September 11, 2012, May 7, 2013 and June 4, 2013.

The issue of the Notes has been approved by autesobf the Ministry of finance of
the Czech Republic dated June 12, 2013.

Pursuant to Section 8a of Czech act No. 15/1998.,Coh Capital Markets
Supervision, as amended, the issuance of the Nwotess be notified to the Czech National
Bank no later than on the date of issue of the fsétting out the place of issue and principal
amount of the Notes and the form, yield and matwitthe Notes.

Pursuant to Section 5 of Czech act no. 219/1998.,Gedreign Exchange Act, as
amended, in connection with Section 8a of Czechedero. 34/2003 Coll., the place of issue,
aggregate principal amount, yield and maturity lid Notes shall be notified to the Czech
National Bank within 15 days from the date when ghdbscription period for the Notes
expires.

Listing, Approval and Admission to Trading of Notes

Application has been made for the Notes to be dddib trading on the Regulated
Market of the Luxembourg Stock Exchange (th&E”) and to be listed on the official list of
the LSE. The LSE’s regulated market is a regulatacket for the purposes of the Markets in
Financial Instruments Directive (Directive 2004£38).

Yield

The yield of the Notes is 3.194 per cent as caledlan the basis of the issue price of
the Notes. It is not an indication of future yield.

Documents Available

For so long as any of the Notes are outstandingiesoof the following documents
may be inspected during normal business hourseasplacified office of each Paying Agent
or registered office of the Issuer:

@) this Prospectus;

(b) annual financial statements of the Issuer erathby an auditor for the financial years
ended December 31, 2011 and December 31, 2012;

(c) the Agency Agreement;
(d) the Deed of Covenant; and

(e) the Subscription Agreement.

In addition, copy of this Prospectus and each d@surmcorporated by reference in
this Prospectus are available on LSE’s websitevat.bourse.lu.
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Clearing Systems

The Notes have been accepted for clearance thr&ugbclear and Clearstream,
Luxembourg (which are the entities in charge of pkeg the records). The ISIN is
XS0943724962 and the common code is 094372496.

The address of Euroclear is Euroclear Bank SA/NBplilevard du Roi Albert Il, B-
1210 Brussels, Belgium and the address of Clearstreuxembourg is Clearstream Banking,
societé anonym, 42 Avenue J.F. Kennedy, L-1855 inbaurg.

Significant Change

Except as disclosed in this Prospectus, there baa bo significant change in the
financial position of the Issuer since DecemberZ8M,2 which has or may have a significant
adverse effect on the ability of the Issuer to genf its obligations under the Notes.

Litigation

Except as described on page 49 under the heaBiesctiption of Issuer - Litigatidn
the Issuer is not or has not been involved in anyegimental, legal or arbitration
proceedings (including any such proceedings whiehpending or threatened of which the
Issuer is aware) in the 12 months preceding the dathis Prospectus which have or may
have a significant adverse effect on the abilitythef Issuer to perform its obligations under
the Notes.

Post-Issuance Information

The Issuer does not intend to provide any postisse information, except if required
by any applicable laws, regulations or stock exgeamiles.
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