INFORMATION

ON THE GUARANTEE

SYSTEM OF THE

SEGURITIES BROKERS

GUARANTEE FUND

The Securities Brokers Guarantee Fund (hereinafter just
“SBGF”), in accordance with Section 128 et seq. of Act No.
256/2004 Coll., on Capital Market Undertakings, as subse-
quently amended (hereinafter just the “Act”), provides for
a guarantee scheme used to make compensation pay-
ments to the clients of a securities broker that is unable to
fulfil its obligations to its clients.

UniCredit Bank CZ, as a securities broker, pays into SBGF
with a contribution calculated in accordance with the provi-
sions of Section 129, para. 1 of the Act.

SBGF is a legal entity. Its statutory body is a five-member
management board. The chairman, vice-chairman and
other members of the management board of SBGF are ap-
pointed and recalled by the Minister of Finance.

Compensation from SBGF is paid to the clients of securi-
ties brokers under the following conditions set forth by the
Act:

Compensation from SBGF will be provided to the clients
of a securities broker in the event that SBGF receives a writ-
ten notification from the Czech National Bank stating that
the securities broker, due to its financial situation, is unable
to fulfill its obligations consisting in releasing assets to cli-
ents and the securities broker is not likely to fulfil these ob-
ligations within one year. Compensation also will be paid in
the event that a court has issued a decision on the bank-
ruptcy of the securities broker or another decision in result
of which the clients cannot effectively demand that the
securities broker release their assets.

The compensation from SBGF is calculated by summing
the values of all parts of the client’s assets that could not be
released for reasons directly related to the financial situa-
tion of the securities broker, including its ownership interest
in the property/assets co-owned by other clients, with the
exception of the value of funds entrusted to a securities
broker that is a bank or the subsidiary of a foreign bank and
that such securities broker maintains on accounts insured
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under the Banking Act. The resulting amount shall be re-
duced by the value of the client’s obligations to the securi-
ties broker that are payable as of the day on which SBGF re-
ceived the written notification from the Czech National Bank
in accordance with the previous paragraph. The compensa-
tation is calculated using the real values of the investment
instruments valid as of the day on which SBGF receives the
notification from the Czech National Bank in accordance
with the previous paragraph. When making the calculation,
SBGF may also consider the contractual arrangements
between the securities broker and the client, if they are
usual, particularly the actually credited interest or other in-
comes that the client is entitled to as of the day on which
SBGF received the notification from the Czech National
Bank in accordance with the previous paragraph.

For the purposes of calculating the amount of the com-
pensation from SBGF, the client’s assets are understood as
cash and investment instruments that the securities broker
accepted for the purpose of providing an investment ser-
vice, as well as cash and investment instruments acquired
using those values for the client. In this sense, the client’s
assets do not include cash deposits in the accounting of
a securities broker that is a bank or a subsidiary of a foreign
bank and governed by the Banking Act.

The compensation provided to the client shall amount to
90% of the thus calculated amount; however, no more than
the Czech crown equivalent of EUR 20,000 shall be paid to
any one customer of any one securities broker.

In accordance with Section 130, paragraph 5 of the Act,
the following entities are not entitled to compensation from
SBGF:

a) Czech Consolidation Agency;

b) municipal administrations;

¢) a person who in the course of 3 years prior to the notifi-

cation under paragraph 5.3:

1. carried out an audit or participated in auditing the
securities broker whose clients should be paid the
compensation from SBGF;

2. was a manager of the securities broker whose clients
should be paid the compensation from SBGF;

3. was a person with a qualified participation in the secu-
rities broker whose clients should be paid the com-
pensation from SBGF;

4. was a close person, as defined in the Civil Code, to
a person under points 1 to 3;

5. was a person that belonged to the same business
group as the securities broker whose clients should
be paid the compensation from SBGF;

6. carried out an audit or participated in auditing an en-
tity that belonged to the same business group as the
securities broker whose clients should be paid the
compensation from SBGF;

7. was a manager of an entity that belonged to the same
business group as the securities broker whose clients
should be paid the compensation from SBGF;

an entity in which the securities broker whose clients
should be paid the compensation from SBGF or a per-
son or entity with a qualified participation in this securi-
ties broker has, or had at any time during the 12 months
immediately prior to the day on which the notification on
its inability to fulfil its obligations to the clients was made,
more than a 50% share in the registered capital or voting
rights;

e) a person or entity that, in relation to legitimising the pro-
ceeds of crime, entrusted the funds received from crimi-
nal activities to the securities broker whose clients should
be paid the compensation from SBGF;

f) a person or entity that committed a crime causing the
inability of the securities broker whose clients should be
paid the compensation from SBGF to fulfil its obligations
to the clients.

e

SBGF, in accord with the Czech National Bank, shall pub-

lish a notification without undue delay that shall contain:

(@) the fact that the securities broker is unable to fulfil its
obligations;

(b) the place, manner, and period for registering claims and
beginning the payments of compensation from SBGF;

(c) any other circumstances relating to registering the
claims. The period for registering the claims may not be
less than 5 months from the publication of the notifica-
tion under the preceding sentence.

Compensation from SBGF shall be paid within 3 months
of the verification of the registered claim and calculation of
the amount of such compensation at the latest. In excep-
tional cases, at the request of SBGF, the Czech National
Bank may extend the time limit by no more than 3 months.

SBGF shall suspend compensation payments for the as-
sets of a client where it is apparent from a criminal proceed-
ing that these may be the funds of a person or entity that in
relation to legitimising the proceeds of crime entrusted the
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funds received from criminal activities to the securities bro-
ker whose clients should be paid the compensation from
SBGF. SBGF, furthermore, shall suspend compensation
payments to a person suspected of committing a crime
that caused the securities broker’s inability to fulfil its obli-
gations to the clients for the duration of the criminal proceed-
ing in which this person is charged.

The client’s right to receive compensation from SBGF
shall lapse upon the expiry of 5 years from the payment
date of the client’s receivable established by virtue of the
claim for compensation payments from SBGF.
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