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Directors' report

Introduction

We, the Board of Directors (the "Management Board") of CETIN Finance B.V. (the "Company"), are
pleased to present to you this director's report as part of the Company’s Annual report for the financial
year ended 31 December 2022.

History and purpose

The Company was incorporated on 7 September 2016 as a financing vehicle for the issuance of
Eurobonds to provide financing to its parent CETIN a.s. (formerly ,Ceska telekomunika¢ni
infrastruktura a.s.”). The ultimate parent company is PPF Group N.V. (the “Group”).

The Company issued Eurobonds on 6 December 2016 in three tranches, with total nominal amount
corresponding to EUR 625 million and CZK 7,866 million, respectively, and maturity ranging from 1
to 7 years. The Eurobonds were admitted to trading on the Main Securities Market of the Irish Stock
Exchange. On 7 December 2016 the Company provided the funds raised in a form of an intra-group
loan to CETIN a.s. (“CETIN”). As of 31 December 2022, only a part of the CZK bond issue is still
outstanding, the residual bonds has been redeemed.

CETIN is the owner and operator of the incumbent and largest telecommunications network
infrastructure in the Czech Republic. CETIN acts as a wholesale provider of fixed and mobile
telecommunications infrastructure to all telecommunications operators on equal and transparent
footing. CETIN divides its business activities into two main divisions: domestic network services and
international transit services. Its largest customers include O2 CR, T-Mobile Czech Republic and
Vodafone Czech Republic. CETIN is rated Baa2 (negative outlook) and BBB (stable outlook) by
Moody’s and Fitch Ratings, respectively.

The Company does not have any other activities. The Company has a one-tier Board of Directors. The
Board consists of two managing directors.

Developments during the financial year

The Company continued servicing its debt through interest payments that have been paid to all bond
holders, using funds from the interest received on the loan receivable from CETIN. There were no
changes in the size and structure of the debt financing (the latest bond redemption occured in
December 2021.

Financial position

The total assets amount to CZK 4,915,233 thousand as at 31 December 2022 (31 December 2021:
CZK 4,933,567 thousand). The Company has a positive working capital in the amount of CZK 50,770
thousand (31 December 2021: 110,002 thousand).

The Company suffered a net loss amounting to CZK 4,749 thousand (2021: net profit CZK 45,287
thousand) that is attributable mainly to impairment loss on intercompany loan based on ECL
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impairment model. On the other hand, the Company reached a positive cash flow from operating
activities of CZK 5,588 thousand (2021: negative CZK 12,531 thousand).

Financial instruments and risk management

The Management Board is aware that the Company is exposed to certain risks and threats when
conducting business primarily connected to its financial instruments. The directors of the Company
believe that the current systems in place provide suitable tools for mitigating and controlling risks. For
additional details on risks exposure and risk management of the Company, refer to note 15 in the
financial statements.

Approach to risks associated with financial reporting

Pursuant to Dutch legislation, the Company keeps its books in accordance with International Financial
Reporting Standards (IFRS) as adopted by the European Union.

The unified accounting policies followed by all subsidiaries within PPF Group are defined in the
Group accounting manual in full compliance with generally applicable accounting standards. The
standards are further supplemented with a set of auxiliary guidelines detailing specific technical and
methodical areas of the accounting process.

The Company has no employees, accounting and reporting function is outsourced by the Dutch and
Czech service companies that are part of PPF Group. Only users with appropriate rights have access to
the individual accounting systems. Access rights for the system are granted by means of a software
application and subject to approval by a superior and a system administrator. Access privileges are
granted according to each employee’s position. Only employees of the relevant accounting department
have privileges for active operations in the accounting system. The accounting system allows for the
identification of the user that created, changed, or reversed any accounting record. There is sufficient
segregation of duties, level of proficiency and supervision within accounting and reporting process.

The annual financial statements are subject to an external audit and the same financial data is used for
consolidation on the higher group levels, also subject to audit.

The effectiveness of the Group’s system of internal controls, the process of compiling CETIN Finance
statutory financial statements, and the process of auditing financial statements are also reviewed by the
audit committee, which conducts these activities as the Company’s governance body without prejudice
to the responsibilities of members of the Management Board.

Information supply and computerisation

The Company’s back office systems in use are mostly industry standard applications, mainly desktop
office applications and ERP systems from Microsoft, with certain levels of customisation.

Social aspects of operating the business

The Company has no customer-facing operations. Operations are conducted by CETIN, the
Company’s parent. The parent entity has its own social policies that are reflective of specific local
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regulatory requirements and of specific local challenges and opportunities to contribute to larger
society.

In general, as a telecommunication network operator, CETIN impacts the society in a positive way by
connecting people at a level previously not possible, offering uninterrupted mobile voice and data
connections anytime and in almost any location, providing means of communication, increased
security, convenience, education and entertainment to ever larger groups of the population. This
enables software and solutions developers to invent and deliver still new solutions that are profoundly
changing the way of life for individuals and the way of doing business for companies and
entrepreneurs. These new solutions often call for new advances in telecommunications and the two
industries operate in a virtuous cycle, driving further innovations and growth of the
telecommunications business.

As privacy and security are top of mind for the society, the Company’s fellow subsidiaries are
continuously working on improving the privacy of their customers’ data and increasing the resilience
of the network against cyber-attacks and cyber frauds. The fellow subsidiaries are also cooperating
with the respective national law enforcement authorities on issues that focus on the safety of
individuals and of the public from crime and terrorism.

The Company’s fellow subsidiaries are contributing to these efforts by enabling the transfers of best
practices across all telecommunication segments within the PPF Group.

The Company’s fellow subsidiaries operate within the national and international supply chains for
telecommunications equipment, software, and network construction materials. The fellow subsidiaries
pay close attention to the selection of their suppliers, choosing them from the world’s most reputable
providers, and requiring certificates of quality and compliance of the products with all standards and
regulations relevant to the import and operation of these products.

Environmental influence and research and development

The operations of the Company did not, to the best knowledge of the Management Board, have a
significant impact on the environment.

The Group is aware of the importance of maintaining a healthy and undamaged environment for
current and future generations. Its operating subsidiaries have therefore incorporated policy of limiting
any negative environmental impacts resulting from their strategy and everyday activities. Targets
leading to the lessening of any negative impacts on the environment in 2022 mainly focused on
reducing energy consumption, fuel savings and replacing refrigerants in air-conditioning units, which
will also lead to a reduction in the emission of greenhouse gases and other harmful substances into the
air and to financial savings.

The Company did not engage in any research and development activities during 2022.

Composition of the Board of Directors

The size and composition of the board of directors and the combined experience and expertise of their
members should as closely as possible fit the profile and strategy of the Company. This aim for the
best fit, in combination with the availability of qualified candidates, resulted in CETIN Finance
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Statement of changes in equity

TCZK

Balance at 1 January 2022

Transaction with the owner of the

Company
Dividend distribution

Total comprehensive income
Profit appropriation

Net loss for the period

Balance at 31 December 2022

TCZK

Balance at 1 January 2021

Total comprehensive income
Loss appropriation
Net profit for the period

Balance at 31 December 2021

Issued Share Unapprop  Retained Total
capital premium riated earnings
result
3 55,418 45,287 (25,289) 75,419
— — — (19,900) (19,900)
— — (45,287) 45,287 —
— — (4,749) — (4,749)
3 55,418 (4,749) 98 50,770
Issued Share Unapprop  Retained Total
capital premium riated earnings
result
55,418 (21,196) (4,093) 30,132
— — 21,196 (21,196) —
— — 45,287 — 45,287
55,418 45,287 (25,289) 75,419

10
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Statement of profit or loss and other comprehensive income

TCZK

Interest income
Interest expense

Net interest income

General administrative expenses
Impairment reversal/(loss) on receivables

Net operating result
Foreign exchange result gain/(loss)
Profit/(loss) before taxation

Income tax benefit/(expense)

Net profit/(loss) for the period

Other comprehensive income

Total comprehensive income/(loss) for
the period

Note

3.1

11

Year ended
31 December 2022

Year ended
31 December 2021

71,786 289,784
(67,146) (283,948)
4,640 5,836
(4,789) (3,975)
(4,314) 45,054
(4,463) 46,915
(363) (1,048)
(4,826) 45,867
77 (580)
(4,749) 45,287
(4,749) 45,287
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Statement of financial position

(Before appropriation of the result)

TCZK

Non-current assets

Loan receivables

Total non-current assets

Current assets

Loan receivables

Other receivables

Cash and cash equivalents
Income tax receivable

Total current assets
Total assets

Capital and reserves
Issued capital

Share premium
Unappropriated result
Retained earnings

Total equity

Non-current liabilities
Debt securities

Total non-current liabilities

Current liabilities
Debt securities
Other liabilities

Total current liabilities
Total liabilities

Total liabilities and equity

Note

o)}

31 December
2022

31 December
2021

4,819,229

4,819,899
12

94,056
1,266

4,819,229

4,915,233

4,984
91
108,731
532

4,915,233

114,338

3
55,418
(4,749)

98

4,933,567

50,770

3
55,418
45,287

(25,289)

75,419

4,853,812

4,864,463

4,853,812

4,864,463

4,332
4

4,864,463

4,336

4,915,233

4,858,148

4,933,567
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CETIN or by newly issued debt. Currently there are no other plans with the Company after that
moment.

Declaration

The Management Board hereby declares that, to its best knowledge, the annual report and separate
financial statements give a true and faithful reflection of the financial situation, business and the
results of the Company for the past accounting period, and of the outlook on the future development of
the financial situation, business and results.

Amsterdam, 16 June 2023

On behalf of the Board of Directors of CETIN Finance B.V.

J.C. Jansen
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currently having a board of directors in which both two members are male. To promote gender
diversity on the board of directors, but also on its other corporate and management bodies, the
Company intends to pay close attention to gender diversity in the process of recruiting and appointing
future members of the board of directors and other management layers. The Company will, in
accordance with Article 2:166, Section 2 of the Dutch Civil Code, set ambitious and appropriate
targets with a view to having the ratio of men to women in the board of directors and designated
higher management layers balanced. The Company will retain an active and open attitude as regards
selecting female candidates.

Staff development

The Company did not employ any staff during 2022 and 2021.

Code of conduct

The Group has implemented a Corporate Compliance programme which sets out the fundamental
principles and rules of conduct for all employees in the Group and enables compliance checks and
putting remedies in place when shortcomings are discovered, or objectionable or illegal conduct
identified. An important part of the programme is the PPF Group Code of Ethics, dealing, among other
topics, with the protection of human rights and the prevention of corrupt conduct in all Group
activities. Internal guidelines entitled Corporate Compliance Internal Investigation further regulate
how workers, managers and the governing and inspection bodies of the Group should proceed in case
of suspicion, investigation and discovery of actions that are unethical or improper and/or contrary to
legal regulations or the Code of Ethics of PPF Group.

Audit Committee

An audit committee has been established at a higher level within the PPF Group (specifically at PPF
Group N.V.) in compliance with all conditions of the Dutch transposition of Article 39 (3) (a) of
Directive 2006/43/EC, as a result of which the Company as a public interest entity in the meaning of
Article 2 (13) (a) of Directive 2006/43/EC and as PPF Group N.V.’s subsidiary is entirely exempt
from obligations in respect of an audit committee. Due to the application of the aforementioned
exemption, the audit committee of PPF Group N.V. follows all obligatory responsibilities in relation to
the Company as the public interest entity.

Outlook 2023

The Management Board assumes that the current macroeconomic environment developments in
general in Europe will not impact the performance of the Company directly. The Management Board
anticipates that the Company’s net result for 2023 will became again positive with the net interest
income sufficient to cover general administrative and other expenses.

The Company does not have the intent to make significant investments or divestments in 2023 or to
change its primary business activities. In December 2023, the Company expects repayment of the
residual issued bonds at their maturity either using the cash flow from collection of loan owed by
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Statement of cash flows

TCZK Note
Net profit/(loss) for the period

Adjustments for:

Interest income 4
Interest expense 8
Currency translation (net)

Tax expense/(income) 11

Impairment expense/(reversal)
Net operating cash flows before changes in
working capital

Change in other receivables and payables 6,9
Cash flows used in the operations

Interest paid 8
Interest received

Tax paid

Cash flows from operating activities

Proceeds from repayment of loan receivable 4
Cash flows from investing activities

Repayments on bonds securities issued 8

Dividends paid
Cash flows used in financing activities

Change in cash and cash equivalents

Cash and cash equivalents at beginning of the
year

Effect of exchange rate changes on cash and
cash equivalents

Cash and cash equivalents at end of the year

For the year ended

For the year ended

31 December 2022 31 December 2021
(4,749) 45,287
(71,786) (289,784)
67,146 283,946
363 1,048
(77) 580
4314 (45,054)
(4,789) (3,977
75 (650)
4,714) (4,627)
(60,827) (286,860)
71,786 280,230
(657) (1,274)
5,588 (12,531)
— 15,929,195

— 15,929,195

— (15,953,125)
(19,900) —
(19,900) (15,953,125)
(14,312) (36,461)
108,731 122,837
(363) 22,355
94,056 108,731

11
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NOTES TO THE FINANCIAL STATEMENTS

2.1

2.2

2.3

2.4

General information

The Company was incorporated with limited liability under the Dutch law on 7 September 2016. The
registered office of the Company is in Amsterdam, the Netherlands. The address of the Company is
Strawinskylaan 933, Amsterdam, the Netherlands. The main activity of the Company is to act as
a financing company.

The Company is a fully owned subsidiary of CETIN a.s. (formerly “Ceska telekomunikadni
infrastruktura a.s.”) (“CETIN”) having its seat in the Czech Republic. The ultimate parent company is
PPF Group N.V., having its seat in Amsterdam, at Strawinskylaan 933, Amsterdam, the Netherlands.
The PPF Group is privately held and ultimately majority owned and controlled by Mrs Renata
Kellnerova and descendants of Mr Petr Kellner.

Board of Directors:

J.C. Jansen
M.M. van Santen

Basis of preparation

Statement of compliance

These financial statements have been prepared in accordance with International Financial Reporting
Standards as adopted by the European Union (“IFRS-EU”) including International Accounting
Standards (“IASs”), promulgated by the International Accounting Standards Board (“IASB”) and
interpretations issued by the International Financial Reporting Interpretations Committee (“IFRIC”)
of the IASB and with Part 9 of Book 2 of the Dutch Civil Code.

Basis of measurement

The financial statements are prepared at the historical cost convention and are presented in Czech
Koruna (“CZK”), and rounded to the nearest thousand. Assets and liabilities are stated at nominal
value, unless stated otherwise.

Functional and presentation currency
The financial statements are presented in Czech Koruna, which is the Company’s functional currency.

Use of judgement and estimates

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances.

12



CETIN Finance B.V.
Annual report for the year ended 31 December 2022

2.5

2.6

2.7

The estimates and assumptions that have risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are those affecting valuation and
possible impairment of loan receivables. Refer to Notes 3.2 c¢) and 4 for more details.

Going concern
These financial statements have been prepared on the basis of the going concern assumption.

Change in the presentation of impairment on receivables
In 2022, the Company changed the presentation of impairment on receivables within the statement of
profit or loss as a part of its operating result, previously it was presented outside the operating result.

The comparative figures of the operating result were recalculated accordingly (2021: newly TCZK
46,915, previously TCZK 1,861).

Changes in accounting policies and accounting pronouncements adopted since
1 January 2022

Amendments to IFRS 16 Leases: Covid-19-Related Rent Concessions beyond 30 September 2021
(issued on 31 March 2021) (effective from 1 April 2021)

The amendment provides lessees with an exemption from assessing whether a COVID-19-related rent
concession is a lease modification. When there is a change in lease payments, the accounting
consequences will depend on whether that change meets the definition of a lease modification, which
IFRS 16 Leases defines as “a change in the scope of a lease, or the consideration for a lease, that was
not part of the original terms and conditions of the lease (for example, adding or terminating the right
to use one or more underlying assets, or extending or shortening the contractual lease term)”.

Since lessors continue to grant COVID-19-related rent concessions to lessees and since the effects of
the COVID-19 pandemic are ongoing and significant, the IASB decided to permit a lessee to apply
the practical expedient regarding COVID-19-related rent concessions to rent concessions for which
any reduction in lease payments affects only payments originally due on or before 30 September 2022
(rather than only payments originally due on or before 30 September 2021).

The amendment had no impact on the Company’s financial statements.

Amendments to IFRS 3, IAS 16, IAS 37 and Annual Improvements 2018-2020 (effective from 1
January 2022)

These amendments and annual improvements, in general, bring some clarifications in the standards
on various guidance and update some references.

This amendment was endorsed by the EU and had no impact on the financial statements of the
Company.

13
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2.8 Standards, interpretations and amendments to published standards that are not
yet effective and are relevant for the Company’s financial statements

A number of new Standards, amendments to Standards and Interpretations were not yet effective as
of 31 December 2022 and have not yet been applied in preparing these financial statements. Of these
pronouncements, potentially the following will have an impact on the Company’s operations. The
Company plans to adopt these pronouncements when they become effective.

Amendments to IAS 1 Presentation of Financial Statements and IFRS Practice Statement 2.
Disclosure of Accounting policies (effective from 1 January 2023)

Applying the amendments, an entity discloses its material accounting policies, instead of its
significant accounting policies. The amendments clarify that accounting policy information may be
material because of its nature, even if the related amounts are immaterial.

These amendments have been adopted by the EU and the Company does not expect any material
impact on its financial statements resulting from the application of these amendments.

Amendments to IAS 8 Accounting policies, Changes in Accounting Estimates and Errors: Definition

of Accounting Estimates (effective from 1 January 2023)

The amendments replace the definition of a change in accounting estimates with a definition of
accounting estimates. Under the new definition, accounting estimates are “monetary amounts in
financial statements that are subject to measurement uncertainty”.

These amendments have been adopted by the EU and the Company does not expect any material
impact on its financial statements resulting from the application of these amendments.

Amendments to IAS 12 Income Taxes: Deferred Tax related to Assets and Liabilities arising from s

Single Transaction (effective from I January 2023)

The amendments require entities to recognise deferred tax on transactions that, on initial recognition
give rise equal amounts of taxable and deductible temporary differences. The typical areas impacted
are deductible temporary differences associated with right-of-use assets and lease liabilities, and
decommissioning, restoration and similar liabilities and the corresponding amounts recognised as part
of the cost of the related assets.

These amendments have been adopted by the EU and the Company does not expect any material
impact on its financial statements resulting from the application of these amendments.

Amendments to IAS 1 Presentation of Financial Statement Classification of Liabilities as Current or

Non-current and Non-current Liabilities with Covenants (effective from 1 January 2024)

14
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3.1

These amendments to IAS 1 affect only the presentation of liabilities in the statement of financial
position, but not the amount or timing of the recognition of any asset, liability income or expenses, or
the information that entities disclose about those items. They clarify that the classification of
liabilities as current or non-current should be based on rights that are in existence at the end of the
reporting period and align the wording in all affected paragraphs to refer to the "right" to defer
settlement by at least twelve months and make explicit that only rights in place "at the end of the
reporting period" should affect the classification of a liability.

The amendments further clarify that classification is unaffected by expectations about whether an
entity will exercise its right to defer the settlement of a liability; and make clear that the settlement
refers to the transfer of cash, equity instruments, other assets or services to the counterparty.

These amendments have not been adopted by the EU and the Group is assessing the potential impact
on its financial statements resulting from the application of these amendments.

Amendments to IFRS 16 Leases: Lease Liability in a Sale and Leaseback (effective from 1 January
2024)

Lease liability in a sale and leaseback (Amendments to IFRS 16) requires a seller-lessee to
subsequently measure lease liabilities arising from a leaseback in a way that it does not recognise any
amount of the gain or loss that relates to the right of use it retains. The new requirements do not
prevent a seller-lessee from recognising in statement of profit or loss any gain or loss relating to the
partial or full termination of a lease.

These amendments have not been adopted by the EU yet. The Company does not expect any impact
on its financial statements resulting from the application of these [FRS 16 amendments.

Significant accounting policies

Foreign currency transactions

A foreign currency transaction is a transaction that is denominated or requires settlement in a
currency other than functional currency. The functional currency is the currency of the primary
economic environment in which an entity operates. For initial recognition purposes, a foreign
currency transaction is translated into the functional currency using the foreign currency exchange
rate ruling at the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies are translated into Czech Koruna at
rates of exchange prevailing at the reporting date (31 December 2022: CZK/EUR 24.12 and
31 December 2021: CZK/EUR 24.86). Transactions denominated in foreign currencies are translated
at rates prevailing at the time the transaction occurred. Translation differences are recorded in the
statement of profit or loss. Non-monetary items denominated in foreign currencies that are measured
in terms of historical cost are translated using the exchange rate at the date of transaction. At each
reporting date, the share capital is recalculated by the closing foreign exchange rate through equity in
case of a significant difference.

15
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3.2 Financial instruments

a) Recognition and derecognition

Financial assets and liabilities are recognised in the statement of financial position when the
Company becomes a party to the contractual provisions of the instrument. For regular purchases and
sales of financial assets, the Company’s policy is to recognise them at the settlement date.

The Company derecognises a financial asset when the contractual rights to the cash flows from the
asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in which
substantially all the risks and rewards of ownership of the financial asset are transferred, or it neither
transfers nor retains substantially all of the risks and rewards of ownership and does not retain control
over the transferred asset. Any interest in such derecognised financial assets that is created or retained
by the Company is recognised as a separate asset or liability.

The Company derecognises a financial liability when its contractual obligations are discharged or
cancelled, or expire.

b) Classification and measurement

Financial assets

IFRS 9 contains a classification and measurement approach for financial assets that reflects the
business model in which assets are managed and their cash flow characteristics. IFRS 9 includes
three principal classification categories for financial assets: measured at amortised cost, fair value
through other comprehensive income (FVOCI) and fair value through profit or loss (FVTPL).

A financial asset is measured at amortised cost if it meets both of the following conditions and is not

designated as at FVTPL:

— it is held within a business model whose objective is to hold assets to collect contractual cash
flows; and

— its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest (SPPI) on the principal amount outstanding.

A financial asset is measured at FVOCI only if it meets both of the following conditions and is not

designated as at FVTPL:

— it is held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets; and

— its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

16
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All financial assets not classified as measured at amortised cost or FVOCI as described above are
measured at FVTPL. In addition, on initial recognition the Company may irrevocably designate a
financial asset that otherwise meets the requirements to be measured at amortised cost or at FVOCI
as at FVTPL if doing so eliminates or significantly reduces an accounting mismatch that would
otherwise arise.

A financial asset is classified into one of these categories on initial recognition.

Financial liabilities

Financial liabilities are classified as subsequently measured at amortised cost or, when derivative or
held for trading, at FVTPL. The Company can also irrevocably, at initial recognition, designate the
financial liability at FVTPL meeting certain criteria. When designated at FVTPL, the financial
liability’s fair value change due to the Company’s change in its credit risk is presented in OCI, unless
such presentation creates or enlarge an accounting mismatch in profit or loss. Other changes in fair
value are presented in profit or loss.

¢) Impairment

The Company recognises allowances for expected credit losses (“ECLs”) on the following financial
instruments that are not measured at FVTPL:

— loans receivable;
— trade receivables and accrued income; and
— cash and cash equivalents;

IFRS 9 requires an impairment loss allowance to be recognised at an amount equal to either 12-
month ECLs or lifetime ECLs. The Company measures impairment loss allowance at an amount
equal to lifetime ECL, except for financial instruments on which credit risk has not increased
significantly since their initial recognition, for which they are measured as 12-month ECL.

12-month ECLs are the portion of ECL that result from default events on a financial instrument that
are possible within the 12 months after the reporting date. Financial instruments for which a 12-
month ECL is recognised are referred to as “Stage 1 financial instruments”.

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a
financial instrument. Financial instruments for which a lifetime ECL is recognised but which are not
credit-impaired are referred to as “Stage 2 financial instruments”.

Measurement of ECL
ECLs are a probability-weighted estimate of credit losses and is measured as follows:

— financial assets that are not credit-impaired at the reporting date: the present value of all cash
shortfalls — i.e. the difference between the cash flows due to the Company in accordance with the
contract and the cash flows that the Company expects to receive

17
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— financial assets that are credit-impaired at the reporting date: the difference between the gross
carrying amount and the present value of estimated future cash flows

The Company assesses a financial asset as credit-impaired when one or more of the following events
occurs: the debtor is facing significant financial difficulty; it is probable that the debtor will enter
bankruptcy or other financial reorganisation; the financial asset is more than 90 days overdue. Loss
allowance for assets in Stage 3 is equal to the expected lifetime credit losses and the interest is
calculated from the net value of the asset.

Inputs into measurement of ECLs
The key inputs into the measurement of ECLs are — in general — the following variables:

— probability of default (PD);
— loss given default (LGD); and
— exposure at default (EAD).

The ECL is calculated as a multiple of PD * LGD * EAD

PD is mostly derived from available market data, such as Moody’s PD statistics, internally adjusted to
the current macroeconomic forecasts.

LGD is estimated based on the history of recovery rates of claims against defaulted counterparties. It
is calculated on a discounted cash flow basis using the effective interest rate as the discounting factor.
For loans secured by retail property, loan-to-value (LTV) ratios are likely to be a key parameter in
determining LGD and models will consider the structure, collateral, seniority of the claim, and
recovery costs of any collateral that is integral to the financial asset.

EAD is equal to the gross carrying amount (book value) of the respective balance sheet item as of the
reporting date.

d) Fair value measurement principals

The fair value of financial instruments is based on their quoted market price at the end of the
reporting period without any deduction for transaction costs. If a quoted market price is not available,
the fair value of the instrument is estimated using pricing models or discounted cash flow techniques.

Where discounted cash flow techniques are used, estimated future cash flows are based on
management’s best estimates and the discount rate is a market related rate at the end of the reporting
period for an instrument with similar terms and conditions. Where pricing models are used, inputs are
based on market related measures at the end of the reporting period.

e) Offsetting

Financial assets and liabilities are permitted to be set off and the net amount presented in the
statement of financial position when there is a legally enforceable right to set off the recognised
amounts and there is an intention to settle on a net basis, or realise the asset and settle the liability
simultaneously.
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3.3

3.4

35

3.6

Income and expenses are presented on a net basis only when permitted by the accounting standards,
or for gains and losses arising from a group of similar transactions. No amounts were offset in
periods reported.

Cash and cash equivalents

For the purposes of the statement of cash flows, cash and cash equivalents comprise cash on hand,
deposits held at call with banks, short term deposits at banks with original maturity of three months or
less, other short-term highly liquid investments readily convertible to a known amount of cash and
subject to an insignificant risk of changes in value, and bank overdrafts. Cash and cash equivalents
are carried at amortised cost less expected credit losses (impairment) in the statement of financial
position.

Other receivables and payables

Other receivables and payables arise when the Company has a contractual obligation to receive or
deliver cash or another financial asset. Other receivables and payables are measured at amortised
cost, which is normally equal to their nominal or repayment value.

Equity

Share capital represents the nominal value of shares issued by the Company.

Dividends on share capital, share premium reduction and other capital distributions are recognised as
a liability provided that they are declared before the end of the reporting period. Dividends, share
premium reduction and other capital distributions declared after the end of the reporting period are
not recognised as a liability but are disclosed in the notes.

Income tax

Income tax on the profit or loss for the year comprises current and deferred tax. Income tax is
recognised in profit or loss except to the extent that it relates to items recognised directly in equity, in
which case it is recognized in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantially enacted at the end of the reporting period, and any adjustment to tax payable in respect
of previous years.

Deferred tax is provided for temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes. The amount of
deferred tax provided is based on the expected manner of realisation or settlement of the carrying
amount of assets and liabilities, using tax rates enacted or substantially enacted at the end of the
reporting period. A deferred tax asset is recognised for unused tax losses, unused tax credits and
deductible temporary differences only to the extent that it is probable that future taxable profits will
be available against which the temporary differences, unused tax losses and credits can be utilised.
Deferred tax assets are reduced to the extent that it is no longer probable that the related tax benefit
will be realised.
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3.7 Income and expense recognition

Interest income and interest expense are recognised in profit or loss on an accrual basis, taking into
account the effective yield of the asset or liability, or the applicable floating rate. Interest income and
interest expense includes the amortisation of any discounts or premiums of other differences between
the initial carrying amount of an interest-bearing instrument and its amount at maturity calculated
using the effective interest rate method.

Other income and expense items are recognised in profit or loss when the corresponding service is
provided or received.

3.8 Operating expenses

Operating expenses are accounted for in the period in which these are incurred. Losses are accounted
for in the year in which they are identified.

4 Loan receivables

The Company provided the following loans to the parent company CETIN.

In TCZK 31 December 2022 31 December 2021
Loans in CZK 4,821,768 4,821,768
Accrued interest 4,984 4,984
Allowance for impairment (6,853) (2,539)
Total loans 4,819,899 4,824,213
Repayable:
Within one year 4,826,752 4,984
Between one and five years — 4,821,768
Allowance for impairment on loan maturing

within one year (6,853) —
Allowance for impairment on loan maturing

after one year — (2,539)
Total loans 4,819,899 4,824,213

As per 31 December 2022 the impairment allowance balance was TCZK 6,853 (2021: TCZK 2,539).
The 2022 increase of impairment allowance of TCZK 4,314 was reflected in profit or loss (2021:
release of impairment allowance of TCZK 45,054).
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Provided loans analysis

In TCZK 31 December 2022 31 December 2021
Maturity Nominal Net carrying Nominal Net carrying
Utilisation date date  Currency amount amount amount amount
6 December
7 December 2016 2023 CZK 4,821,768 4,819,899 4,821,768 4,824,213
Total 4,821,768 4,819,899 4,821,768 4,824,213

The net carrying amount includes accrued interest and unamortised capitalised fees.

Provided loan bears fixed interest rate of 1.45%. Interest is payable on a yearly basis. All interest
income comes from the parent company CETIN.

The terms and conditions of this loan was determined on an arm’s length basis.

5 Cash and cash equivalents

In TCZK 31 December 2022 31 December 2021
Bank balance in EUR 11,622 17,462
Bank balance in CZK 22,434 91,269
Cash 34,056 108,731
Deposit in CZK 60,000 —
Cash equivalents 60,000 —
Total 94,056 108,731

Cash is freely distributable.

As of 31 December 2022, the Company placed a TCZK 60,000 deposit with PPF banka a.s. (an
affiliated company), bearing 5.75% interest and maturing on 12 January 2023.

Cash in amount of TCZK 33,245 (2021: TCZK 108,696) is held at PPF banka a.s. (an affiliated
company). The interest income from the related party amounts to TCZK 1,822 (2021: TCZK 12) and
general administrative expenses charged by the related party amount to TCZK 1 (2021: TCZK 1).

6 Other receivables

In 2021 other receivables in amount of TCZK 12 (2021: TCZK 88) related to certain charges for the
issuance of bonds. These charges were subsequently recharged to the parent company CETIN.
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7

Equity
7.1 Share capital
In EUR 31 December 2022 31 December 2021
Authorised capital (100 shares) 100 100
Issued and fully paid up (100 shares) 100 100
Nominal value 1 1

7.2

The holder of ordinary shares is entitled to receive dividends as declared from time to time and is
entitled to one vote per share at meetings of the Company.

The Netherlands Civil Code article 2.373.5 requires the Company to translate its issued share capital
from its registered currency to presentation currency at the exchange rate effective on the reporting
date. Effect of this translation should be presented in the equity through a non-distributable reserve,
however this difference is insignificant.

Share premium

Share premium is the amount by which the amount received by the Company is in excess of par value
of its shares. Share premium is freely distributable. There was no change in share premium in 2022
and 2021.

Debt securities

In December 2021, the EUR denominated bonds amounting to TEUR 625,000 (approx. MCZK
14,600) were fully redeemed at their maturity. The Company issued the following debt securities:

In TCZK 31 December 2021 31 December 2021
Bonds in CZK 4,860,131 4,853,812
Accrued interest 4,332 4,332
Total debt securities 4,864,463 4,858,144
Repayable:

Within one year 4,864,463 4,332
Between one and five years — 4,853,812
Total debt securities 4,864,463 4,858,144
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Issued bonds analysis

In TCZK

Date of issue Maturity
6 December 2016 6 December 2023
Total

In TCZK

Date of issue Maturity
6 December 2016 6 December 2023
Total

ISIN
XS1529936