Report of the Audit Committee on the results of its activities
Shareholders, ladies and gentlemen, 


The Audit Committee of Komerční banka, a. s., charged me to present to you the Report of the Audit Committee on the results of its activities for the period from the last general meeting held on 29 April 2010 to our general meeting today. 




As a part of its terms of reference, the Audit Committee in particular monitored the process of compilation of the annual financial statements and consolidated financial statements;  and examined the consistency and relevance of the accounting methods used by the Bank. The Audit Committee monitored the statutory audit and concluded that the Bank’s executives followed the recommendations of the external auditor. The Audit Committee also evaluated the effectiveness of the Bank’s internal control, internal audit and risk management systems, and concluded that the main risks incurred by the Bank were duly identified and managed. Furthermore, the Audit Committee made recommendations to the Bank’s Board of Directors about matters concerning the internal audit function, monitored the way in which the Bank’s executives reacted to the Internal Audit’s findings and recommendations, and did not detect any substantial shortcomings.
The Committee discussed the “Constructive Service Letter” worked out by the company Deloitte Audit, s.r.o., dealing with the findings of the external auditor made in the course of the audit of the financial statements for the year 2009, including the corrective measures recommended for their settlement. 
Furthermore, the Audit Committee discussed regular internal audit reports on the corrective measures implementation in the Bank and was informed of all audits carried out by the Internal Audit in each quarter. 

At its meetings, the Audit Committee continuously discussed the financial results of the Bank’s Financial Group for the individual quarters and the budget for the year 2011. The Committee also received reports on the performance of the Bank’s rivals and information on  the ongoing transformation of Komerční banka Bratislava. a. s., into KB's branch located abroad. At all meetings, the Committee thoroughly analyzed the management of the market and credit risks incurred by the Bank and resulting from retail operations and deals provided to medium-sized and big enterprises, in particular considering the macroeconomic environment. The Committee also dealt with the portfolio of the bonds held by the Bank and with a first analysis of the consequences of the prepared Basel III measure for the Bank’s Financial Group. The Committee was also informed of the Bank’s functioning regarding permanent control and supervision and of the measures taken to deal with information security. The Committee continuously received additional reports and information that it had requested.
Furthermore, the Committee dealt in detail with risk mapping, with the internal audit plan for 2011 and with the strategic plan for the period 2011 – 2014. It was also informed of the new involvement of the Internal Audit Unit within SG Group. 
The Committee also discussed the annual financial results of KB's Financial Group for the year 
2010 and the annual and consolidated financial statements of KB as of 31 December 2010 and their annexes worked out under the International Financial Reporting Standards (“the IFRS”) and the proposal for the distribution of profit for the year 2010. The Committee stated that the financial information reported by the Bank to compile the financial statements was accurate and that the accounting methods used by the Bank were relevant and consistent. In addition to this, the Committee made an overall evaluation of the audits carried out by the internal Audit Unit and of their results for the year 2010. Furthermore, it discussed the overall functioning and effectiveness of the Bank’s management and control system in 2010. The system covered all the principal risks incurred by the Bank, nevertheless, it is necessary to make further improvements. The committee dealt with the compliance risk assessment in the report for the year 2010 and also discussed the evaluation report on KB's system against the legalization of proceeds from criminal activities and the funding of terror for the year 2010. In addition to this, it also dealt with a document dealing with the evaluation of the activities of the external auditor Ernst & Young Audit, s.r.o.

The Committee continued to carry out also the activities of the Audit Committee of Komerční banka Bratislava, a. s., under Act No. 198/2007 Zb. the Accounting Act. This subsidiary was transformed into a branch of the Bank located abroad with legal effects from 1 January 2011. 
The documents submitted to the Audit Committee were presented by the competent members of the Board of Directors and Bank’s executive directors at all Audit Committee meetings. The meetings were always attended by representatives of the external auditor. 
Regarding the selection of the external auditor for the year 2011, the Audit Committee assessed the independence of the audit company Ernst & Young Audit, s.r.o., and the provision of additional services to the Bank, and stated that the auditor was independent. As a consequence, the Audit Committee recommended that the Bank’s Board of Directors should submit to the general meeting the nomination of the audit company Ernst & Young Audit, s.r.o., as the Bank’s external auditor for the year 2011 for approval.


Ladies and gentlemen, the Audit Committee exercised all of its powers in compliance with the legal regulations and the Bank’s Articles of Association. 
Thank you for you attention.
