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CZECH AIRLINES, AS THE CZECH REPUBLIC’S FLAGSHIP AIR CARRIER, OPERATES FLIGHTS FROM
PRAGUE TO MOST EUROPEAN CAPITALS, NORTH AMERICA, AND DESTINATIONS IN THE
MIDDLE EAST AND NORTH AFRICA. THE COMPANY BOASTS A MODERN AIRCRAFT FLEET,
EXPERIENCED PILOTS, AND PLEASANT CABIN CREWS. WITH AIR-TRANSPORT EXPERIENCE

STRETCHING BACK MORE THAN EIGHTY YEARS, CZECH AIRLINES IS A SOUGHT-AFTER SERVICE
PROVIDER AMONG OTHER AIRLINES TOO.



CZECH AIRLINES WAS NAMED THE BEST AIRLINE BASED IN CENTRAL/EASTERN EUROPE.
IN 2007, THE COMPANY RECEIVED THIS HIGH-PROFILE PRIZE, AWARDED EVERY YEAR BY
THE LONDON-BASED INTERNATIONAL AVIATION ORGANIZATION OFFICIAL AIRLINE GUIDE
(OAG), BASED ON PROFESSIONAL PUBLIC POLLING, FOR THE FOURTH TIME.
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COMPANY
PROFILE

— CORE
BUSINESS
ACTIVITIES

Czech Airlines (also referred to in this Annual Report as the
“Company”), as the Czech Republic’s flagship air carrier,
operates flights from Prague to most European
metropolises, transit points in North America, and
destinations in the Middle East and North Africa. With
air-transport experience stretching back more than eighty
years, Czech Airlines is a sought-after service provider
among other airlines too.

Czech Airlines’ core business is the transportation of
passengers on regularly scheduled flights. The Company
offers flights to 135 destinations in 48 countries worldwide,
thus enabling customers to reach important commercial
and political centres swiftly and easily.

In addition to operating regularly scheduled flights, Czech
Airlines also offers travel agencies and other contractual
partners charter flights to out-of-the-way destinations.
Throughout the year, Czech Airlines’ aircraft thus fly to top
international tourist spots, transporting thousands of
tourists on holiday. Czech Airlines’ charter services are
becoming increasingly popular among domestic and
foreign sports teams, high-profile multinational
corporations and music ensembles.

Czech Airlines also operates cargo services (Czech Airlines
Cargo). Czech Airlines decided to retain its cargo transport
services onboard its aircraft despite selling the Cargo
Terminal at Prague Airport in 2007.

CZECH AIRLINES | ANNUAL REPORT 2007

Besides passenger and cargo transportation, Czech
Airlines also provides passenger and aircraft handling. The
Company’s cutting-edge equipment and experienced staff
enable it to handle roughly 60% of all passengers at
Prague Airport every year, no matter whether they are
travelling with Czech Airlines or another airline.

At the beginning of 2008, Czech Airlines finalized the sale
of its catering operations as part of a plan to focus on its
core business. The enterprise taking over the catering
services continues to supply in-flight refreshments
onboard Czech Airlines aircraft under a long-term,
mutually beneficial contract.

Czech Airlines is particularly meticulous in its technical
maintenance of aircraft. Besides maintaining its own fleet,
it also carries out regular certified servicing for a myriad of
important international air carriers.

Czech Airlines also draws successfully on its many years’
experience of crew training. The Company has its own
training centre where it organizes specialized training for
its own crews and for the personnel of other airlines.

Czech Airlines also operates duty free shops offering
a wide range of gifts and luxury items as an in-flight service
and airside at Prague Airport.



SELECTED
ECONOMIC

AND TRANSPORT
INDICATORS

Financial results in accordance with Czech Accounting Standards (CZK '000)

2006 2007
Production/Revenues 23,375,950 23,399,853
Operating profit/(loss) (205,358) 459,291
Profit/ (loss) before tax (396,204) 111,175
Profit/(loss) after tax (396,951) 206,600
Equity 938,646 1,238,093
Share capital 2,735,510 2,735,510
Consolidated financial results in accordance with International Financial Reporting Standards as adopted by the EU (USD '000)

2006 2007
Production/Revenues 1,063,876 1,188,129
Profit from operations 13,887 16,653
Loss before tax (1,375) (8,825)
Profit/(loss) after tax (6,231) 9,659
Equity 280,045 361,501
Share capital* 131,036 151,317

* The share capital in 2006 and 2007 was CZK 2,735,510 thousand. The difference in USD amounts is due to the application of different CZK/USD exchange rates as

at 31 December 2006 and 31 December 2007.
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Selected indicators and economic results

Transportation Unit 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Tonne-kilometres performed millions 285.4 288.3 311.6 360.9 388.3 407.6 498.1 606.0 747.9 771.7 744.5
Available Tonne-kilometres millions 501.2 507.7 550.7 587.9 625.3 639.8 770.3 973.0 1,207.2  1,221.9  1,289.4
Passengers carried thousands 1,733.7 1,801.8 2,064.1 2,461.7 28773 3,065.0 3,591.5  4,345.4  5217.6  5469.9 5492.2
Cargo tonnes carried tonnes (thousands) 10.4 1.9 13.0 16.6 16.2 17.9 21.1 22.7 22.1 23.2 22.7
Total load factor
Weight % 56.9 56.8 56.6 61.4 62.1 63.7 64.7 62.3 62 63,2 57.7
Seat % 66.8 66.3 65.8 70.4 70.8 71.3 72.7 70.5 70.1 71,8 68.4
Employees and productivity

Unit 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Number of employees 3,912 3,795 3,876 3,990 4,422 4,455 4,543 4,861 5,303 5,442 4,777
Tonne-kilometres performed per employee thousands 72.95 75.96 80.39 90.44 87.82 91.48  109.63  120.34  141.06 141.81 155.86
Productivity (operating revenues per employee) CZK millions 2.3 2.6 2.9 3.4 3.3 3.1 3.4 3.6 3.9 4.1 4.7
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REPORT OF THE BOARDTT™
OF DIRECTORS ON COMPANY
BUSINESS ACTIVITIES

- e \\\\




IN JUST THE SECOND YEAR OF THE 2006-2008 OK RECOVERY STRATEGY, CZECH AIRLINES
MANAGED TO MOVE OUT OF THE RED, MAKING A NET PROFIT OF CZK 207 MILLION.

THE COMPANY IS FINANCIALLY STABLE, BOASTING A HEALTHY FLEET OF FIFTY AIRCRAFT,

A QUALITY TEAM OF MANAGERS AND RELIABLE EMPLOYEES, WITH WHOM IT HAS SIGNED

A COLLECTIVE AGREEMENT UNTIL 2010. THE COMPANY IS DEBT-FREE, HAS A CLEARLY DEFINED
AND COMPETITIVE MARKET POSITION, AND OWNS A SOUND BRAND. IN THE PAST TWO YEARS,
CZECH AIRLINES HAS SIGNIFICANTLY IMPROVED ITS PERFORMANCE, THUS DRIVING UP

THE COMPANY’S VALUE. THE RESTRUCTURING PROGRAMME HAS BEEN A RUNAWAY SUCCESS
AND THE COMPANY IS NOW WELL PLACED FOR PRIVATIZATION.



FOREWORD BY
THE BOARD
CHAIRMAN
AND COMPANY
PRESIDENT

| am pleased to present to you our annual report for the
past year, which sets out the achievements of Czech
Airlines and its employees in 2007.

For Czech Airlines, 2007 was unquestionably a turning
point. Czech Airlines managed to improve its operations by
almost CZK goo million. We fulfilled the cost plan and
generated more revenues than projected — especially
carriage revenues. In just the second year of the
2006—2008 OK recovery strategy, the Company managed
to move out of the red, making a net profit of CZK 207
million. The plan, based on the economic performance
reported in 2006 and 2007, was 132% fulfilled. This result
forms a solid basis for fulfilment of the fundamental
financial targets set out in the 2006-2008 OK Strategy.

| am convinced that we have succeeded in kick-starting
lasting growth at Czech Airlines.

Last year was a year of stabilization. We obtained
guarantees from ECAs and continued investing in the
replacement of the Company’s aircraft fleet. We have five
new medium-haul Airbus A320/A319 aircraft. We took
delivery of another three aircraft in spring 2008 and expect
the last to arrive in September this year. By then, 40% of
the Czech Airlines fleet, numbering some 50 aircraft, will
be less than five years old. | regard the fact that Czech
Airlines managed to invest CZK 1.4 billion in the
development of its own aircraft fleet in the economically
challenging years of 2005, 2006 and 2007 to be a major
achievement. In addition, we exercised an option for

a further eight A319s from Airbus, due for delivery in 2001
and 2012. Our modern fleet is our pride and a competitive
edge; it is our investment in the Company’s future.

The new aircraft offer larger capacity and greater comfort
for passengers. The new approach to marketing and sales
generated more business opportunities, created an
improved product in the form of more frequent flights to
the most popular destinations, improved departure times
and introduced new routes. Czech Airlines now offers
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services to 135 destinations in 48 countries worldwide.
Europe — especially European business passengers —
remains the core market for Czech Airlines. Last year was
highly successful in this regard, as borne out by the more
than 40% jump in customers willing to pay extra. Besides
the Czech Airlines service geared towards business
passengers, in the second half of 2007 we offered a brand
new product. This was the very successful low-cost
Click4Sky.com concept, a unique way of filling idle seating
capacity in the aircraft of Czech Airlines.

In 2007, 5.5 million passengers were carried by Czech
Airlines. We maintained a share of more than 40% at
Prague Airport. The handling service operated by Czech
Airlines is also successful, enjoying a market share just shy
of 60% at the airport in Ruzyné. Charter services, including
ACMI leases, developed at a fast pace, expanding by 18%
year on year.

Czech Airlines’ carriage revenues went up by 6%, i.e. by
CZK 1.2 billion. This result is all the more important when
we consider that the growth of revenues and production
was not accompanied by rising costs. Total savings in
operating costs in 2007 came to almost CZK 430 million
compared to 2006, and were a major factor in the
Company’s improved operating result.

The preservation and development of the 5o-aircraft fleet
gave work to more than 4,700 people at the Company. In
the field of human resources, 2007 was a year of collective
bargaining. Thanks to the pragmatic, responsible approach
adopted by all parties, agreements were successfully
thrashed out. They are fair and economically rational,
benefiting both employees and the Company, and will
remain in force until 2010. They respect employees’ current
benefits and the principle of comparable growth for all
employees.

Last year saw the launch of two major projects that have
continued in 2008. The replacement of existing airline
systems with new, modern versions has affected the whole

Company. The implementation of the new MRO system is
applicable to maintenance at Czech Airlines. These two
projects will save the Company a lot of money in the future;
they will streamline and speed up internal processes and
simplify and improve passenger services. This is another
step on the way to a modern, financially stable, rapacious
and internally efficient airline, which Czech Airlines has
clearly become in 2008, the 85" anniversary of its
foundation.

During 2007, we successfully ran two divestment projects
involving the cargo terminal and catering. The revenues
from these divestments gave us financial stability, freed us
of past debt, cleared past liabilities and secured liquidity
for the off-season at the start of 2008. All this was achieved
without financial assistance from the shareholder.

Czech Airlines in 2008 is debt-free, has a clearly defined
competitive market position, a solid brand, and much
better performance than in the past, and has seen a rise in
its value. The restructuring programme has therefore been
blatantly successful and shows that the Company is
well-prepared for privatization, which received backing
from the Government of the Czech Republic in April 2008.
After bottoming out, we are now on the way back up — we
have achieved this ourselves, with no state aid or financial
assistance from shareholders. We accomplished this
progress by drawing on our own resourcefulness and
commitment.

I would like to thank all employees for their work,
passengers for their loyalty, and shareholders for their
support.

,

—

Radomir Lagak
Chairman of the Board of Directors and President
of Czech Airlines






CORPORATE
GOVERNANCE

SHAREHOLDERS

Shareholder Share (%)
Ministry of Finance of the Czech Republic* 91.51
Ceskd pojistovna a.s. 4.33
City of Prague 2.94
City of Bratislava 0.98
National Property Fund of the Slovak Republic 0.24

* As at 31 December 2007, the Czech Consolidation Agency was
wound up without going into liquidation (Act No 239/2001 on the
Czech Consolidation Agency, further to Section 20). The agency’s
legal successor is the state, represented by the Ministry of Finance
of the Czech Republic, to which all the Czech Consolidation
Agency’s rights and obligations were assigned as at the date on
which the agency was wound up. Since 1 January 2008, the state
has held a 91.51% stake in Czech Airlines.
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ADMINISTRATIVE BODIES

General Meeting

The General Meeting, which comprises the Company’s
shareholders, makes decisions on fundamental economic,
organizational, and operating issues and on the strategic
focus of the Company. Its competence and powers are
defined by the Commercial Code and the Company’s
Articles of Association. As a rule, the Board of Directors
convenes the General Meeting once a year. General
information about the General Meeting, its status, and its
powers can be found in Chapter Illa, Articles 14-19 of the
Company’s Articles of Association.

Supervisory Board

The Company’s Supervisory Board has twelve members
and oversees the exercise of powers by the Board of
Directors and the implementation of the Company’s
strategy, including business activities. The composition,
competence, and powers of the Supervisory Board are
defined in the Commercial Code and the Company’s
Articles of Association. As a rule, the Supervisory Board
meets once every calendar month, but at least eight times
per calendar year. General information about the
Supervisory Board can be found in Chapter lllc, Articles
28-34 of the Company’s Articles of Association.

10

Board of Directors

The Board of Directors has nine members and is the
governing body responsible for managing the Company’s
activities and acting in the Company’s name. The Board of
Directors is appointed by the Supervisory Board, and as

a rule comprises members of Czech Airlines’ executive
management. The Board of Directors makes decisions on
all Company matters which are not regulated by legal
regulations or by the Articles of Association, and which are
not in the competence of the General Meeting or
Supervisory Board of the Company. As a rule, the Board of
Directors meets once a week, but no fewer than ten times
per calendar year. General information about the Board of
Directors and its powers can be found in Chapter IlIb,
Articles 2027 of the Company’s Articles of Association.



Committees of the Supervisory Board and Board of
Directors

The prime role of the committees is to conversantly inform
shareholders and selected stakeholders about events at the
Company. Committees are advisory and initiative-proposing
bodies. Each committee has a clearly defined remit, with its
tasks and operating policy described in its statutes and
rules of procedure. General information about committees
can be found in Chapter Il1b, Article 27, and in Chapter 1V,
Articles 36 and 39 of the Company’s Articles of Association.

Based on a resolution of the Board of Directors of
2 March 2005 and a resolution of the Supervisory Board of
23 February 2005, the following committees were set up as
of 1 April 2005:
« Audit Committee (of the Supervisory Board and Board
of Directors),
« Personnel, Nomination and Remuneration Committee
(of the Supervisory Board),
« Strategy Committee (of the Supervisory Board).
By virtue of a resolution of the Board of Directors
of 27 March 2007, the following committee was set up:
« Top 10 Meeting Committee (of the Board of Directors).
By virtue of a resolution of the Board of Directors
of 11 December 2007, the following committees were set up:
« Risk Management Committee (of the Board of Directors),
« Financial Risk Management Committee (of the Board
of Directors).
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SUPERVISORY BOARD

Ivan Kocarnik

Chairman of the Supervisory Board since 10 April 2007
Graduated in Finance from the University of Economics,
Prague, followed by postgraduate studies and academic
training. He began his career in 1966 at the Finance and
Credit System Research Institution as a researcher. He was
an external lecturer at the University of Economics, Prague
between 1983 and 1987, and from 1984 to 1989 he worked
at the Federal Ministry of Finance as the Deputy Director of
the Research Department; he was subsequently appointed
Department Director. From 1990 to 1992 he was the
Deputy Minister for Finance of the Czechoslovak
Federative Republic. From 1992 to 1997 he was a Deputy
Prime Minister and the Minister for Finance of the Czech
Republic. He was a member of the Chamber of Deputies of
the Parliament of the Czech Republic between 1996 and
1998. From 1997 to 2000 he was the Chairman of the
Board of Directors at Ceska poji$tovna a.s. Between 2000
and 2007 he held the position of Chairman of the
Supervisory Board at the same company. Since autumn
2006 he has been the Vice-chairman of the Supervisory
Board of UNIPETROL, a.s. Since 2007, he has been an
adviser to the Minister for Finance of the Czech Republic.

11

Tomds Uvira

First Vice-Chairman of the Supervisory Board and member
of the Supervisory Board since 10 April 2007

A graduate of the Faculty of Operations and Economics of
the Brno Institute of Agriculture (now the Mendel
University of Agriculture and Forestry in Brno). He began
his professional career as a programmer at CSAD in 1991.
In 1992-1993 he was a freelancer in the field of information
technology. In 1993 and 1994 he was a methodologist and
subsequently the Marketing Director at Prvni slezska
banka a.s. Between 1994 and 1996 he worked for the Czech
National Bank as a banking expert. From 1996 to 1998 he
was the conservator of Velkomoravska banka, a.s. In 1998
and 1999 he was an adviser to the Minister for Education
and Sport of the Czech Republic. From 2000 to 2005 he
was the Financial Director of Stfedoceskd plynarensks, a.s.,
and from 2005 to 2007 he was the Vice-president for

the management of the financial section at AERO
Vodochody a.s. Since April 2007 he has been the Executive
Director of Asset Management at the Ministry of Finance.
He is the Chairman of the Board of Directors of

Midware a.s. and a member of the Supervisory Board

of RWE Transgas, a.s. and Komeréni tvérovd pojistovna
EGAP, a.s.



Dusan Hordk

Second Vice-Chairman of the Supervisory Board since

27 November 2006 and member of the Supervisory Board
elected by employees since 11 December 2002

Graduated in Piloting from the Ko$ice Military College of
Aviation. On completing his studies, he was a professional
soldier until 1996. As a military pilot, he was stationed at
Prerov and Ndmést nad Oslavou. He joined Czech Airlines
in 1997, first as a pilot, then as an ATR co-pilot, Boeing
B737 co-pilot, ATR pilot-in-command, and Boeing B737
pilot-in-command; he is currently an Airbus A320 captain.

Tomds Brabec

Member of the Supervisory Board elected by employees
since 12 December 2007

Graduated in Aviation Mechanical Engineering from
Secondary Transport Vocational College. He has worked for
Czech Airlines since 1993. He has held positions as load
control officer, ramp control officer and, subsequently,
ramp handling services supervisor. At present, he is

a ground operations supervisor in the Aircraft Handling
Ground Operations Control Section. He is the Managing
Director and a member of Kosmeticky salon IVEN, s.r.o.

Jan Birgermeister

Member of the Supervisory Board since 23 April 2007
Graduated in Surface Structures from the Czech Technical
University in Prague, followed by postgraduate studies in the
Mechanics and Dynamism of Structural Design. He
launched his professional career as a designer at
METROPROJEKT Praha a.s., before moving on to the CKD
Design Institute. From 1990 to 1995, he was the Managing
Director and co-owner of the architectural design and
construction firm P and P servis v.o.s. Between 1994 and
2002 he was the mayor of the Borough of Praha 1. From
2002 to 2006 he was the deputy mayor of Prague. Since
2003, he has been the Chairman of the Board of Directors of
Kongresové centrum Praha, a.s. Since 2006, he has been

a member of the Chamber of Deputies of the Czech
Parliament.
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Ivan Foltyn

Member of the Supervisory Board since 10 April 2007

A graduate of the Mechanical and Electrical Engineering
Faculty of the Transport Institute, Zilina (now the
University of Zilina), and a postgraduate of the Czech
Technical University, Prague, the Transport Institute, Zilina,
and the Prague International Business School attached to
the University of Economics, Prague. He began his
professional career at the state enterprise Automatizace
Zelezni¢ni dopravy Praha. In 1990, he was appointed the
Vice-chairman of the District National Committee in
Olomouc and was subsequently made the Chairman of the
District Authority in Olomouc. In 2002, he was a member
of the People’s Chamber of the Federal Assembly. In 1991
and 1992, he was the Deputy Transport Minister of the
Czechoslovak Federative Republic, and from 1993 to 1997
he was the Deputy Minister for Transport of the Czech
Republic. In 1998, he was the CEO and Chairman of the
Board of Directors of Ceskomoravska realitni a.s., and later
became the CEO and Chairman of the Board of Directors
of Prvni investi¢ni spole¢nost. In 2003, he was elected the
Chairman of the Management Board of Sprava Zelezni¢ni
dopravni cesty, statni organizace (Czech Railway
Infrastructure Administration). From 2003 to 2006, he was
a member of the Board of Directors and deputy CEO
responsible for economics at Ceské drahy, a.s. In
1993-1994 and 1997-1999, he was a member of the Board
of Directors of Czech Airlines and in 1999—2003 he was

a member of the Supervisory Board of Czech Airlines.

Daniela Koval¢ikova

Member of the Supervisory Board since 27 June 2007
Graduated from the Faculty of Law, Charles University,
Prague. She began her career in 1975 as a corporate lawyer
at the state enterprise Zelezni¢nf stavitelstvi Praha. From
1984, she worked at the Ministry of Transport of the Czech
Republic, first as an adviser to the minister, then as
Director of the Legislation Department and Executive
Director of the Legislation section. Since 2004, she has
been the Deputy Minister for Transport of the Czech
Republic. Between 1998 and 2003 she was a member of
the Supervisory Board of Czech Airlines.
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Radomil Kratochvil

Member of the Supervisory Board elected by employees
since 9 April 2008

Graduated in Air Transport Operations and Economics
from the Transport Institute, Zilina (now the University of
Zilina). He has been employed at Czech Airlines since
1978, initially as a pilot; he is now an Airbus A320 captain.

Jaroslav Lorenc

Member of the Supervisory Board elected by employees
since 8 April 2003

Graduated in Aviation Mechanical Engineering from
Secondary Mechanical Engineering College. In 2005, he
acquired a “Director” certificate in the Corporate
Governance Programme and holds an international
aviation mechanic certificate authorizing him to release
aircraft back into operation after maintenance. He joined
Czech Airlines in 1968 as a mechanic. In 1994, he was
appointed a Boeing B737 supervisor; in 2001 he became
a head supervisor for the Airbus A310 and Boeing B737.
He currently works as Head of Hangar Service Operations
in the Technical Division.

Petr Polak

Member of the Supervisory Board since

27 November 2006

Graduated from the Faculty of Law, Charles University,
Prague. He began his professional career as Assistant to
the First Deputy Chairman of the Czech Chamber of
Deputies. He was subsequently Director of the Office of
the Minister for Transport and Communications, Director
of the Office of the Mayor of Prague, and Director of
D-PLUS PROJEKTOVA A INZENYRSKA a.s. He is currently
Director of the Cabinet of the Minister for Industry and
Trade of the Czech Republic.



lvana Répkova

Member of the Supervisory Board since

27 November 2006

Graduated from the Faculty of National Economics,
University of Economics, Prague, and the Faculty of Law,
University of West Bohemia, Plzefi. She worked for the
Prior Department Store as head of the Information System
Department, before joining P&C s.r.o. as Economics
Director. She has also been self-employed as an accounting
and economics consultant and has acted as a bankruptcy
trustee. In 1998, she was elected to Chomutov Municipal
Council, and became the Mayor of Chomutov after the
elections in 2002; she still holds this office. She is also

a member of the Supervisory Board of StfedoZeské
voddrny, a.s. and the liquidator of A G Z s.r.0., v likvidaci.

Pavel Skvara

Member of the Supervisory Board since 10 April 2007
Graduated from the Faculty of Law, Charles University,
Prague, and subsequently the Institute of Finance and
Administration, University of Washington, where he earned
his MBA. From 1999, he worked as a lawyer specializing in
private law. In 2002—2004 he was the executive director of
the Cabinet of the Minister for Regional Development.
From 2004 to 2006, he was the Executive Director of the
Cabinet of the Minister for Justice and Deputy Prime
Minister, and from August 2006 to February 2007 he was
the Deputy Minister for Transport. Since July 2005, he has
been a member of the Supervisory Board of Severoceské
doly a.s.
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List of former members of the Company’s
Supervisory Board whose tenure ended in 2007 or
2008 (up to the closing date of the Annual Report)

Pavel Bém
Member of the Supervisory Board from 25 June 2003
to 10 April 2007

Zdeng&k Cap
Member of the Supervisory Board from 25 June 2004
to 24 January 2007

Pavel Hladik
Member of the Supervisory Board elected by employees
from g February 2007 to 11 December 2007

Katefina Malechova
Member of the Supervisory Board from 10 April 2007
to 27 June 2007

Tom4ds Pav
First Vice-Chairman and member of the Supervisory Board
from 27 November 2006 to 10 April 2007

Hana Peskova
Member of the Supervisory Board elected from
9 February 2003 to 23 January 2008

Jifi Pos
Member of the Supervisory Board elected by employees
from 11 December 2002 to 5 February 2007

Elemir Véclavik
Member of the Supervisory Board from 27 November 2006
to 20 February 2007

Rudolf Vy¢ichla
Chairman and member of the Supervisory Board from
27 November 2006 to 10 April 2007

Miroslav Seveik
Chairman and member of the Supervisory Board from
7 November 2006 to 10 April 2007
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BOARD OF DIRECTORS

Radomir Laddk

Chairman of the Board of Directors from 19 January 2006
and member of the Board of Directors since 18 January 2006
A graduate of the University of Economics, Prague, and the
Prague International Business School, where he gained his
MBA. He began his career at the Association for Chemical
and Metallurgical Production in Usti nad Labem. In 1991 he
moved on to Komer&ni banka, a.s., where he held various
sales and managerial positions. In 2000, he became the
member of the Board of Directors of Komeréni banka, a.s.
responsible for the sales network and sales. He made

a significant contribution to the bank’s successful
privatization. Between 2002 and 2004, he managed a team
at eBanka, a.s. which was tasked with converting the
originally electronic bank into a standard banking house
over two years. In 2004-2006, he was a member of the
Board of Directors of CEZ, a. s., and Director of the

CEZ Group administration division, responsible in particular
for new foreign acquisitions. Since 19 January 2006, he has
been the President of Czech Airlines. In 2007, he became

a member of the SkyTeam Alliance executive committee.
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Jifi Devat

Vice-Chairman of the Board of Directors from 16 January
2007 and member of the Board of Directors since

1 September 2006

Graduated from the Technology Faculty, Brno University of
Technology, Tokyo Institute of Technology, Japan, and
Swinburne University of Technology, Australia. In 1993, he
joined THEMOS System Partner, s.r.o., where he ultimately
became the Executive Director. He was hired by
MICROSOFT s.r.0. in 1997, and from 2000 to 2006 was
the Director of the branch for the Czech Republic and
Slovakia. Since 1 September 2006, he has been the Czech
Airlines Vice-President for Information Technology.

In 2007, he became a member of the SITA (Société
Internationale de Télécommunications Aéronautiques)
management board and a member of the SkyTeam Alliance
executive committee. He is currently a member of the
administrative bodies of Czech universities (Institute of
Finance and Administration, Prague, Tomas Bata
University, Zlin) and non-profit organizations (Barriers
Account of the Charter 77 Foundation, Zlin Film Festival
Foundation). He is a member of the Supervisory Board of
Thermis — spole¢nost pro podporu vyvozu, a.s. and

a member of TORNADO LOU s.r.o.

Lubog Cerny

Member of the Board of Directors since 1 September 2006
Graduated in Mathematical Engineering from the Czech
Technical University, Prague. In 1993, he joined the Czech
National Bank, where he was responsible for the
management of foreign reserve assets. From here, he left
for Komeréni banka, a.s. where he remained, in various
positions, for almost five years. While he was there, he
contributed to the implementation of the strategy,
methodology and policy of strategic risk management.
Between 1999 and 2001, he managed restructuring
projects at Konsolida¢ni banka, s.p.d. This was followed by
a stint of bank auditing and control at Ceskoslovenska
obchodni banka, a. s. In 2002, he was appointed Executive
Director for finance and a member of the Board of
Directors of eBanka, a.s. In 2004—2006, he was the bank’s
Chief Executive Officer and Chairman of the Board of
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Directors, and managed the process of selling the bank to
a new investor. Since 1 September 2006, he has been the
Czech Airlines Vice-President for Economics. Since July
2007, he has been the Vice-chairman of the Supervisory
Board of ClickforSky, a.s.

Tomas Heczko

Member of the Board of Directors since 2 September 2003
Graduated from the Faculty of Mechanical Engineering,
Czech Technical University, Prague. As part of his
postgraduate project, he spent 1992 at the Faculty of
Aerospace Engineering, Glasgow University. He joined
Czech Airlines in 1993 as a marketing engineer in the
Technical Division, where he subsequently became Head of
Technical Maintenance Marketing and Sales until 1999.
Here, he contributed to the development of aircraft
maintenance services for external customers. Since

13 September 1999, he has been the Czech Airlines
Vice-President for Technology. Since 1999, he has been

a member of the AEA Technical and Operations Committee
and a member of the Supervisory Board of the Czech
Aircraft Manufacturers Association.

Jan Janik

Member of the Board of Directors since 1 October 2006

A graduate of the Faculty of Electrical Engineering, Czech
Technical University, Prague, where he went on to spend
three years as a lecturer. Between 1993 and 1999, he was
the technical director at TOMA. As a member of the
acquisition team, he was involved in the successful sale of
TOMA to Pepsi (PCGB). Between 1999 and 2002, he held
various managerial positions at multinational corporations
outside the aviation industry. From 2002 to 2004, he was
the Vice-president of AERO Vodochody a.s., where he was
responsible for restructuring the loss-making production
operations. His interest in the position of an airline pilot
drew him to Czech Airlines. In 2004, he completed his
standard training and became a Boeing B737 co-pilot. At
the beginning of 2006, he completed his training to be an
Airbus A320 pilot. Since 1 October 2006, he has been the
Czech Airlines Vice-President for Flight Operations.



Peter Jusko

Member of the Board of Directors since 2 September 2003
Graduated in Civil Aircraft Application and Navigation
Technology at the Kiev Institute of Civil Aviation
Engineering, and subsequently completed the Sheffield
Hallan University MBA programme run at the Masaryk
Institute of Higher Education, Czech Technical University,
Prague. He has worked for Czech Airlines since 1987. He
began as an in-flight engineer, then became the co-pilot for
TU 134, L 410, and Boeing B737 aircraft, and was ultimately
made captain of ATRs and Boeing B737s. Since 2001, he
has been a flight and ground instructor. Since 1 July 2006,
he has been the Czech Airlines Vice-President for Ground
Operations. He is a member of the board for aviation-
based doctoral studies at the Faculty of Electrical
Engineering, Czech Technical University, Prague, and the
Transport Institute in KoSice.

Petr Pistélak

Member of the Board of Directors since 21 December 2006
Graduated in Economics and Management from the
Faculty of Mechanical Engineering, Brno University of
Technology. He also completed a two-year programme of
macro- and microeconomics at Yale University, and

a course of marketing, management and finance at
Birmingham College, UK. Between 1992 and 2002, he held
various marketing and sales positions at Procter & Gamble
in the Czech Republic and abroad. He then spent three
years in the management of eBanka a.s., ultimately as
Vice-chairman of the Board of Directors and Executive
Director for Marketing and Products. Prior to joining Czech
Airlines, he was the Head of Marketing, Products

& Communication in China for the PPF financial group.
Since 1 December 2006, he has been the Czech Airlines
Vice-President for Marketing and Product Development.
Since 18 September 2007, he has been the Chairman of the
Supervisory Board of ClickforSky, a.s.
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Dus$an Ryban

Member of the Board of Directors since 26 July 2006

A graduate of the Military Academy in Bratislava and
postgraduate of management in automatic and informatics
at the University of Economics, Prague. Between 1993 and
1999, he took part in foreign missions in Iraq, Croatia and
Bosnia and Herzegovina as a professional soldier. As chief
instructor at the Czech Army’s training centre, he trained
specialists preparing for roles in the UN’s foreign
missions. He then worked for the Ministry of Defence of
the Czech Republic, where he was responsible for the
professionalization of the Czech Army in 2002 and 2003.
He joined Czech Airlines in 2004 as Executive Director for
Human Resources and Training. Since 1 February 2006, he
has been the Vice-President for Human Resources. He is
the Managing Director of CSA Services, s.r.o. and

a member of the Board of Directors of CSA Airtours a.s.
Since 1 April 2007, he has been a member of the
Supervisory Board of Air Czech Catering a.s.

Petr Rehék

Member of the Board of Directors since

12 September 2006

Graduated in Economics and Management from the
Faculty of Social Economics, Jan Evangelista Purkyné
University, Ustf nad Labem. During his studies, he was
appointed the Head of the Corporate Clients Unit at
Ceskoslovenska obchodni banka, a. s. Between 2000 and
2002, he was the manager of a branch of Komer¢ni
banka, a.s. in Teplice. Between 2002 and 2006, he worked
for eBanka a.s., first as Director of the North Bohemian
region, then as Director of the Prague Sales division and
the Trade Finance division. In 2004, he was appointed
Executive Director of Sales and named the member of the
Board of Directors responsible for drawing up and
implementing the bank’s business strategy, strategic
development and sales projects, and the distribution
network. Since 12 September 2006, he has been the Czech
Airlines Vice-President for Sales. Since 4 September 2007,
he has been a member of the Supervisory Board of
ClickforSky, a.s.
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TOP MANAGEMENT

Radomir Lagak
President since 19 January 2006

Lubo¥ Cerny

Vice-President for Economics since 1 September 2006

Jifi Devét
Vice-President for Information Technology since
1 September 2006

Tomas Heczko
Vice-President for Technology since 13 September 1999

Jan Janik
Vice-President for Flight Operations since 1 October 2006

Peter Jusko
Vice-President for Ground Operations since 1 July 2006

Petr Pistélak
Vice-President for Marketing and Product Development
since 1 December 2006

Dugan Ryban
Vice-President for Human Resources since 1 February 2006

Petr Rehdk
Vice-President for Sales since 12 September 2006

Frantigek Sir
Executive Director of the Supplier Services Management
Section since 1 May 2006



CORPORATE GOVERNANCE CODE BASED ON
OECD PRINCIPLES

Czech Airlines’ statement on the level of compliance
of its corporate governance with the Corporate
Governance Code Based on OECD Principles

In 2004, a resolution of the Board of Directors and
Supervisory Board decreed that Czech Airlines would
accede to the Corporate Governance Code Based on OECD
Principles (2004). This was a declaration of interest by the
Company’s administrative bodies in respecting the
principles of corporate governance.

In 2005, a corporate governance model started to be
implemented at Czech Airlines in line with the procedure
approved by the administrative bodies. The Company
Secretary’s Office was set up and the position of company
secretary was established.

In 2007, the Company Secretary’s Office initiated an
Intranet campaign to raise awareness of the role played by
corporate governance at the Company. The Office oversaw
the appointment of members of the Supervisory Board
elected by employees. The Office also paved the way for

a project to provide electronic support to the
administrative bodies and started work on the Company’s
code of ethics.

In 2007, committees of the Supervisory Board and of the
Board of Directors carried out routine activities; these
committees were the Audit Commiittee as a joint
committee of the Supervisory Board and the Board of
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Directors, the Personnel, Nomination and Remuneration
Committee, and the Strategy Committee, as advisory
bodies of the Supervisory Board. By a decision of the Board
of Directors taken on 27 March 2007, the Top 10 Meeting
Committee was set up, and under another decision of

11 December 2007, the Risk Management Committee (new
statutes) and Financial Risk Management Committee were
established as advisory bodies of the Board of Directors.
The activities of the individual committees and the Office
are governed by statutes and rules of procedure. General
information about the committees can be found in the
Company’s Articles of Association.

During 2007 and in the period up to the Annual Report’s

closing date, four Extraordinary General Meetings and one

Annual General Meeting were convened:

Extraordinary General Meeting held on 24 January 2007

« This EGM approved the establishment of the subsidiaries
Air Cargo Terminal a.s. and Air Czech Catering a.s.

Extraordinary General Meeting held on 10 April 2007

« This EGM approved personnel changes in the Czech
Airlines Supervisory Board, which were subsequently
scrutinized by the Supervisory Board on 23 April 2007.
The Supervisory Board also reappointed committee
members.

Annual General Meeting held on 27 June 2007

« Besides discussing statutory issues, the AGM stated that
the key indicators of the 2006-2008 OK Strategy had
been met and ordered the Board of Directors to take
further action in line with the Strategy.
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« It approved a change to the objects of business of Czech
Airlines and completed personnel changes in the
Supervisory Board. In this respect, the AGM approved
contracts on the appointment of members of the
Supervisory Board.

Extraordinary General Meeting held on 2 August 2007

« This EGM approved the cessation of the 100% stake held
by Czech Airlines in the share capital of Air Cargo
Terminal a.s.

Extraordinary General Meeting held on 23 January 2008

« This EGM approved the cessation of the 100% stake held
by Czech Airlines in the share capital of Air Czech
Catering a.s.



Current model of corporate governance at Czech Airlines

General Meeting

Company Secretary’s Office Supervisory Board

Board of Directors

Top Management
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Shareholders

Strategy Committee

Personnel, Nomination and
Remuneration Committee

Audit Committee

Top 10 Meeting Committee

Risk Management Committee

Financial Risk Management Committee



CAPITAL
INTERESTS

Czech Airlines had a significant stake in and
controlled (within the meaning of the Commercial
Code) the following companies:

Air Czech Catering a.s. 100%
AMADEUS MARKETING CSA, s.r.o. 65%
CSA Services, s.r.o. 100%
CSA Airtours a.s. 100%
CSA Support s.r.o. 100%
SLOVAK AIR SERVICES s.r.o. 100%

SUBSIDIARIES

Air Czech Catering a.s.

K letisti 1018, 160 08 Praha 6

registered number: 27880427

incorporated at the Municipal Court in Prague, Section B,
Entry 11732

established 1 April 2007

On 1 April 2007, Czech Airlines’ autonomous Catering unit
was hived off to become the subsidiary Air Czech

Catering a.s. This move did not affect the quality of service
enjoyed by passengers.
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The process of singling out a strategic investor was carried
out in 2007, ending with the sale of Czech Airlines’ 100%
stake in Air Czech Catering a.s. to Alpha Overseas
Holding Ltd as of 2 April 2008.

Air Czech Catering a.s. provides catering services under
contract to Czech Airlines and other airlines. The market
share held by Air Czech Catering a.s. in catering services
provided at Prague Airport is at least 85%.

Client portfolio in 2007 (%)

F
DEG H
CEG

\\ Airline Share (%)
\ A Czech Airlines 87.5
\ B Delta Air Lines 3.5
C Korean Air 2.5

D British Airways 1.1

E Turkish Airlines 0.9

F Lufthansa 0.5

G Rossiya 0.5

A H Other 3.5
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AMADEUS MARKETING CSA, s.r.o.

Meteor Centre Office Park B, Sokolovskd 100/94,

186 0o Praha 8

registered number: 49680030

incorporated at the Municipal Court in Prague, Section C,
Entry 21718

established 1 July 1993

AMADEUS MARKETING CSA, s.r.o. is the representative of
the Amadeus global distribution system for the Czech
Republic and Slovakia.

The core business activities of AMADEUS MARKETING
CSA, s.r.o. are the supply and maintenance of the Amadeus
system, the provision of training, and the offer of technical
and user support for customers (travel agencies in the
Czech Republic and Slovakia). The company is an
important technological partner for travel agencies, and,
through the latest products, it expands the opportunities
and enhances the performance of the contemporary tourist
industry. AMADEUS MARKETING CSA, s.r.o. has

16 employees. In 2007, the company relocated to new,
modern premises in Praha 8.



In 2007, there was another rise in ready widespread
electronic services, i.e. there was an increase in the share
of e-tickets and a drop in conventional paper tickets, which
should be phased out in 2008. There is a steady rise in the
proportion of flights, hotel rooms, cars and other travel
products booked online. The growing tourism market is
exerting pressure on the creation of new services and value
added for passengers in a keenly competitive environment.

The constant evolvement of Symphony, the internationally
successful online booking system, developed in
collaboration with the software engineers at Aaron Group,
is the company’s greatest achievement of the past few
years and is driving forward online ticket sales in the Czech
Republic, Slovakia.

Thanks to constant advances in the technology available
and customer support services, in 2007 AMADEUS
MARKETING CSA, s.r.0. recorded a year-on-year rise in
flight ticket bookings by 14.9%, in car rental bookings by
7.6% and in hotel bookings by 10.3%.
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CSA Services, s.r.o.

K letisti, 160 08 Praha 6

registered number: 25085531

incorporated at the Municipal Court in Prague, Section C,
Entry 48439

established 29 October 1996

CSA Services, s.r.o. is a subsidiary company divided into
two main centres — a Call Centre and Recruitment Centre.

The Call Centre fields incoming calls for Czech Airlines that
are made to the main Czech Airlines contact numbers
(information on departures and arrivals, ticket bookings
and sales, ticket changes, timetables, loyalty programmes,
check-in over the telephone, etc.). The Call Centre is a help
desk for SkyTeam Alliance members, online booking
services and handling agents. It deals with the e-mail
addresses used as the main Czech Airlines contact
addresses, and provides further services for OK Plus and
OK Plus Corporate loyalty programme members and
selected offices abroad. It also provides prepaid ticket
advice (PTA) for agencies from the UK, Germany and other
localities, runs a Queue service (for the processing of
messages from the booking system), and actively contacts
customers. The Call Centre is open 24 hours a day, seven
days a week.
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In 2007, there was a further expansion in cooperation with

Czech Airlines’ agencies in the Czech Republic and abroad.

Czech Airlines’ local call centres in the regions were closed
and their operations were transferred to CSA Services, s.r.o.

In 2007, Call Centre services were expanded to include
phone check-in and active client contacting prior to the
cancellation of a booking.

The Recruitment Centre mainly offers temping services —
providing temporary help where a flexible workforce is
required — and Try & Hire, where an employee of CSA
Services, s.r.o. carries out work based on a customer order
and CSA Services, s.r.o. undertakes to release this worker
to become a permanents employee of the customer if the
customer so requests.

In 2007, the Recruitment Agency focused on providing
flexible assistance for the operational departments of
Czech Airlines. This service made it possible to cope more
efficiently with seasonal, monthly, weekly and daily spikes
in operations. The Recruitment Agency carries out special
or time-limited activities with the assistance of temps.
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CSA Airtours a.s.

Stépanské 27/1742, 110 0o Praha1

registered number: 61860336

incorporated at the Municipal Court in Prague, Section B,
Entry 2929

established 1 January 1995

The travel agency CSA Airtours a.s. provides its customers
with outbound and inbound tourist services, specializing in
individual tours, business trips, incentive tourism,
congresses, conferences and specialized trips for various
sectors (culture and sport). CSA Airtours a.s. also provides
services to the employees of Czech Airlines, mainly by
organizing spa treatments, recreational facilities, and
employee flight tickets.

The company enjoyed a period of economic stabilization in
2007. During the year, the shareholder increased the share
capital to the current CZK 10 million, thus reconciling
accumulated losses.

The gradual decline in costs laid the foundations for
conditions that would support activities crucial for the
running of the company in future years. A great emphasis
was placed on the development of the online system.
Commercial cooperation with Czech Airlines was also
reinforced.
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CSA Support s.r.o.

K letisti, 160 08 Praha 6

registered number: 25674285

incorporated at the Municipal Court in Prague, Section C,
Entry 60140

established 15 June 1998

CSA Support s.r.o. is a subsidiary responsible for cleaning
buildings and aircraft, and operates a transport service.

It cleans the aircraft of Czech Airlines and other airlines to
whom Czech Airlines provides handling services.
Compared to 2006, the volume of aircraft cleaning was up
by 3.5% in 2007. In November 2007, the company started
providing aircraft cleaning services to Lufthansa.

CSA Support s.r.o. continues to clean all the Prague
premises used by Czech Airlines, and also offers cleaning
services to external customers.

In 2007, there was a slight increase in cleaning operations
at Prague Airport’s Terminals 2 and 3, where the company
is one of several contractors.

Other core activities operated by CSA Support s.r.o. include
the transfer of air crews, the delivery of delayed baggage,
the contractual transportation of passengers and freight
transport.



SLOVAK AIR SERVICES s.r.o0.

MR Stefanik Airport, 820 o1 Bratislava

registered number: 31373844

incorporated at the Bratislava 1 District Court, section for
Limited Liability Companies (Sro), Entry 7125/B
established 1 January 1994

SLOVAK AIR SERVICES s.r.0. was set up as a 100%
subsidiary of Czech Airlines to provide reliable technical
and commercial handling for Czech Airlines’ scheduled
flight services at the airport in Bratislava. The company
also offers other comprehensive services connected with
passenger and cargo transport to other carriers with
operations in Bratislava. After taking over travel agencies
from Czech Airlines, SLOVAK AIR SERVICES s.r.0. (via IATA
agencies) also sells travel documents in Piestany, Poprad,
Presov, Bratislava and KoSice.

In 2007, the company had a headcount of 70 employees.

The company’s licence to operate at Bratislava Airport was
renewed until 2013.
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In terms of earnings, 2007 was a successful year for
SLOVAK AIR SERVICES s.r.o. While the operating profit
reported by the company was minimal, the profit after tax
was SKK 15 million following the sale of property in
Bratislava. The Company currently provides handling
services for 1,200-1,300 scheduled and approximately
300 non-scheduled services.

The company’s sound financial results offered an
opportunity to invest in its technical facilities. It purchased
another cargo vehicle, aircraft steps, and a special
microbus to transfer slight crews. The remaining
mechanical equipment was given a general overhaul, which
stabilized the technical handling centre.
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CZECH AIRLINES AND ITS PEOPLE HAVE RESTORED THEIR INNOVATIVE POTENTIAL. PROJECTS
LAUNCHED OR INITIATED LAST YEAR WILL TRIGGER A RISE IN PRODUCTIVITY THAT SHOULD
IMPROVE THE COMPANY'’S FINANCIAL STANDING BY CZK 1.69 BILLION AS EARLY AS 2010.
CHANGES IN PROJECT MANAGEMENT MEAN THESE SAVINGS ARE MORE OR LESS CERTAIN -
ALREADY ALMOST 90% OF PROJECTS ARE BEING COMPLETED ACCORDING TO THE ORIGINAL
TIMEFRAME AND FINANCIAL PLAN.



2006-2008 OK
STRATEGY

2006: rescue; 2007: stabilization; 2008: future

The General Meeting of Czech Airlines, held on

28 June 2006, approved the 2006—2008 OK Strategy as

a three-year concept to steady the Company, adopting it
as a measure within the meaning of Section 193(1) of the
Commercial Code. The strategy is viewed as a general
framework for the Company’s business activities over

a three-year period, and should culminate in the
stabilization of the Company and the gradual coverage of
accumulated losses.

Guiding principles of the 2006—2008 OK Strategy:

— We will bring our grasp of the competitive environment
into play.

— We will offer a clear cost advantage over our traditional
rivals.

— We will safeguard Czech Airlines’ prominent status on
the domestic market.

— We are not a behemoth, and that will give us
a competitive edge.

— We will resolve fundamental problems in organization.

— We will craft a clear vision of the future that will earn the
full support of employees and investors.

Basic pillars of the 2006—2008 OK Strategy:

OK o1 — Achieving higher revenues from better services
OK 02 — Creating an efficient, simpler operating model
OK 03 — Ensuring financial stability

OK 04 - Building a high-performing organization
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Fulfilment of objectives of the 2006—2008 OK

Strategy in 2007:

OK 01 — Achieving higher revenues from better services

— Carriage revenues, based on comparable exchange rates,
climbed year on year by 6%, i.e. by CZK 1.2 billion.

— Revenues from charter operations, including ACMI
leases, went up by CZK 0.49 billion (18%).

— The number of passengers using scheduled services,
including the Air India ACMI lease, was 4.825 million;
charter flights were used by almost 0.8 million
passengers.

—In 2007, Czech Airlines carried 5% more business-class
passengers and 37% more upper economy class clients
compared to 2006. In absolute figures, the number
of passengers in this classes increased year on year
by 177,000.

—In 2007, aircraft capacity was used much more efficiently.
A low-cost model marketed under the trademark
Click4Sky.com was successfully implemented as a means
of filling available capacity.

— We maintain high standards of product quality and
security.

OK o2 — Creating an efficient, simpler operating model

— The Company’s overall operating improvement in 2007
amounted to CZK 856 million.

— Total operating cost savings came to CZK 429.7 million.

— Savings recorded in operating and capital costs following
the centralization of procurement stand at
CZK 446.52 million.
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— For 2008, additional estimated savings will be at least
CZK 147.35 million. New contracts have already secured
savings of a further CZK 176.77 million.

OK 03 — Ensuring financial stability

—The plan for the 2006-2008 OK Strategy, based on the
economic performance reported in 2006 and 2007, has
been 132% fulfilled. The outperformance of this plan
forms a solid basis for the fulfilment of the plan in 2008.

— Liquidity in 2008 is secured by the completion of the
Catering divestment, the sale of spare engines and an
Airbus A310 aircraft, and the estimated year-on-year
operating improvement by CZK 100 million with no need
to draw on operating credit up to the end of 2008.

— Guarantees were obtained from ECAs for the purchase of
four Airbus A319 aircraft in 2007.

— Options for the purchase of eight Airbus A319 aircraft
were used.

OK 04 — Building a high-performing organization

— Finalization of the organizational structure, including
standardization of positions.

— Preservation of efficient corporate governance.

— Introduction of a smoothly running system of dealer
evaluation, motivation and training.

— Introduction and evaluation of KPIs, including forced
distribution rules.

— Signing of collective agreements for 2008-2010,
preservation of social peace.

— Equal opportunities — award of the “Prize for Major
Progress in Equal Opportunities”.



PROJECTS

Priority management — Top 10 Platform

One of the key events of 2007 was the introduction of the
Top 10 system for the uniform assessment of investments
and new activities of Czech Airlines. This system compares
all the Company’s new commercial and non-commercial
activities from the perspective of financial parameters, with
an emphasis on their net present value and cash flow in
real time. The uniform financial evaluation methodology
precisely identifies activities and projects that carry the
highest financial benefit for Czech Airlines. On this basis,
activities are assigned a priority, funding for
implementation, and support.

Most noteworthy projects in 2007

The most important project for the Company between
2007 and 2009 is the Strategy of Airline Systems (SAS).
The prime objective is to convert Czech Airlines to a
uniform modern IT platform from a single supplier that
covers strategic commercial areas relating to bookings and
ticket dispensing, including an electronic ticket database,
handling and ticket booking over the Internet.

This project is driven by the need to find a definitive
solution to the Company’s current patchwork architecture
of airline systems, which significantly hampers
development, complicates the distribution of tickets, and
consequently pushes up costs.

The SAS project was launched in April 2007 and the first
stage (the replacement of the booking system) is planned for
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completion in October 2008. In 2007 Worldspan’s Meridian
system was selected in a tender. Most of the work connected
with verifying the concept of the overall design and the
subsequent conclusion of the contract was carried out

last year.

The Interline e-ticketing project was a key marketing and
sales project in 2007. The aim was to replace paper tickets
for Company flights sold by other carriers with electronic
tickets, thus creating conditions for Czech Airlines to
comply with the IATA requirement to wind up sales of
paper tickets via sales agencies by 31 May 2008.

The implementation of this project means that, as of June
2008, annual receipts from sales of Czech Airlines tickets
via other air carriers within the scope of interlining will be
preserved at almost CZK 2.3 billion.

For the Technical Division, a pivotal project in 2007 was
Maintenance, Repair and Overhaul (MRO), which aims to
replace aircraft maintenance IT information systems
currently in use with a single modern integrated solution —
the AMOS solution supplied by Swiss Aviation Software
Ltd. This solution is based on best practices in aircraft
maintenance and will enable the Company to comply with
all legislative requirements in this field. Implementation of
the MRO system will cut maintenance costs, reduce
maintenance times and ultimately enhance Czech Airlines’
competitiveness. This project began in September 2007
and pilot operation of the AMOS system is planned for
launch in the fourth quarter of 2008.

Capital costs of projects by division in 2007 (CZK millions)

100

8o

60

40

20

[¢]
|

Marketing and Product
Development Division

== Actual 2007

Technical
Division

Sales Division m—

Flight Operations

Division

IT Division

Other =

25



ECONOMIC
AND TRANSPORT
RESULTS

Financial management of Czech Airlines — International Financial Financial management of Czech Airlines — Czech Accounting
Reporting Standards as adopted by the EU (2007 consolidated) Standards
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Number of passengers carried on Czech Airlines flights, Number of flights on Czech Airlines routes, 2000-2007
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ORGANIZATION
CHART

Information valid as at 31 December 2007

SUPERVISORY BOARD
Company Secretary’s Office (KTS)

BOARD OF DIRECTORS

PRESIDENT
Supplier Services Management Section (MDS)
Security Section (BEZ)

President’s Office (KPR)

Communication (COM)

Quality Management (QMN)

Internal Audit and Control (IAK)

Flight Safety (FS)

Legal Affairs (PV)
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Sales Division
Cargo Autonomous Sales Unit (CAR)
Charters Autonomous Sales Unit (CHT)
Duty Free Autonomous Sales Unit (DFR)
Sales Management and Support (RPO)
Reporting and Analysis (REA)
Management of the Sales of DS and
Autonomous Sales Units (DSS)
GSA Representation (GSA)
Czech Sales (OCR)
North America
Western Europe
Central Europe
Sothern Europe
UK and Ireland
Russia and CIS
Balkans
Middle East
Scandinavia and Baltic
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Marketing and Product Development Division
Marketing and Segment Management Section (MRS)
Booking and Distribution Systems (RDS)
Revenue Management (REM)
Routes, Contracts and Regulations (LSP)
Non-Commercial Tickets
Analyses

Economic Division
Accounting Section (UCT)
Treasury (TRS)
External Financial Relations (EFV)
Payment System and Payment Transactions (PSO)
Controlling and Planning (CPL)
Aircraft Fleet Development (RLP)
Aircraft Fleet Development Technology (TRP)
Aircraft Acquisitions (AKL)

Human Resources Division

Human Resources Policy (PPO)
Wage Policy and Benefits (MPB)
Human Resources Training and Development (VZR)
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Technical Division
Aircraft Maintenance Section (UDL)
Technical Division Supply and Development
Section (ZRT)
Aircraft Engineering Section (TL)
Technical Division Service Marketing
and Sales (MP)
Technical Inspections (TK)
Quiality Assurance and Airworthiness
Inspections (Z]L)

Ground Operations Division
Passenger Handling and Services Section (ODC)
Ground Operations Control Section (OPP)
Operational Planning and System
Administration (PLP)
Handling Contracts (HSM)
International Traffic Control (RPZ)
Operating Standards and Economic
Administration (SES)
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Flight Operations Division
Flight Operations Control Section (OLP)
Flight Crew Section (FC)
Cabin Crew Section (CC)
Autonomous Sales Unit
Organizational Unit (VPL)
Aviation Regulations and Standards (LPS)
Administration and Support (ADP)
Air Crew Training Quality System (S)V)

Information Technology Division
ICT Operation and Administration Section (ICT)
Innovations and Projects (INP)



NET PROFIT
OF CZK

207

MILLION



THE GREAT ECONOMIC PERFORMANCE ACHIEVED BY THE COMPANY IN THE SECOND YEAR OF
THE 2006-2008 OK RECOVERY STRATEGY HAS GIVEN US THE OPPORTUNITY TO FOCUS ON
FURTHER DEVELOPMENT. CZECH AIRLINES HAS DECIDED TO MAKE USE OF AN
ADVANTAGEOUS OPTION TO ORDER ADDITIONAL A319 AIRBUSES, DUE FOR DELIVERY

IN 2011—2012. THE COMPANY IS ALSO INTRODUCING A NEW INTEGRATED INFORMATION
SYSTEM FOR THE ADMINISTRATION AND MANAGEMENT OF AIRCRAFT MAINTENANCE -

THE MRO SYSTEM — AND A NEW COMPREHENSIVE AIRLINE SYSTEM TO SUPPORT KEY
BUSINESS ACTIVITIES SUCH AS TICKET BOOKINGS, PRICING AND DISPENSING, PASSENGER

AND BAGGAGE HANDLING, AND ONLINE SALES. AFTER YEARS OF STAGNATION, THE CZECH
AIRLINES NETWORK IS ALSO SET TO EXPAND.



IMPORTANT
DEVELOPMENTS
DURING 2007

AND 2008

(UP TO THE ANNUAL
REPORT

CLOSING

DATE)

IMPORTANT DEVELOPMENTS IN 2007

January

« Czech Airlines introduces new uniforms for its
employees.

« On 24 January, the Extraordinary General Meeting
decides to hive off Cargo Terminal and Catering as the
autonomous subsidiaries Air Cargo Terminal a.s. and
Air Czech Catering a.s.

« Hurricane Kyrill and heavy snowfall cripple Prague Airport
on 18 January. As a result, Czech Airlines is forced to
cancel more than a hundred flights.

February

+ A new Airbus A320 with the registration mark OK-MEH
lands in Prague during the night of 15/16 February. It
transports passengers to Moscow for the first time.

March

« The first Airbus A319 is introduced into the Czech Airlines
fleet.

« The Company enters into a contract with Air India for the
one-year wet lease of an Airbus A310.

« Czech Airlines officially starts operating its Airbus A320
flight simulator at the training centre.
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April

« The subsidiaries Air Cargo Terminal a.s. and Air Czech
Catering a.s. are formed; 524 employees transfer to these
companies.

- Negotiations on the new collective agreements for the
2008-2010 period are officially launched.

« lvan Ko¢érnik is appointed the new Chairman of the
Supervisory Board of Czech Airlines.

May

« The company introduces a brand new product —
the Jetsters Club loyalty programme for children.

« On 3 May, Czech Airlines’ range of long-haul flights is
expanded by the capacity of the service provided between
Prague and Atlanta by Delta Air Lines.

June

« Czech Airlines introduces the possibility for passengers
from Prague, Paris and Amsterdam to check in on its
website.

« The new scheduled passenger service between Karlovy
Vary and St Petersburg is launched.

« Czech Airlines enters into a three-year contract with
EXIM TOURS a.s., the largest Czech travel agency.
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July

« Czech Airlines publishes its interim results for the
half-year. The Company manages to narrow its loss to
CZK 175 million. This result is CZK 600 million better
than in 2006, despite the much higher financial burden.

« Of the 26 companies in the Association of European
Airlines (AEA), Czech Airlines ranks at the top of in flight
punctuality performance for the first half of 2007.

August

« The Extraordinary General Meeting of Czech Airlines
endorses the sale of Air Cargo Terminal a.s. to Central
European Handling.

« Czech Airlines wins a tender to provide handling services
to the German airline Lufthansa.

September

« Representatives of Czech Airlines management and trade
unions agree on the wording of the joint part of the
collective agreements.

« Containers are put into service for baggage and cargo in
Airbus A320 aircraft; this increases the cargo volume and
prevents needless damage and loss.

« Czech Airlines, in cooperation with Spréva Letisté
Praha, s.p., launches Fast Track for business class
passengers, speeding up the passport and security
controls at Prague Airport.

« The new low-cost brand Click4Sky.com enters the market.



« The Company is successfully IOSA audited and recertified
as an |OSA Registered Airline.

« The Company introduces a new logo as part of the
gradual conversion to a new visual style.

October

« Czech Airlines holds naming ceremonies for five new
Airbus aircraft (A320/319), which are given the names of
Czech mountain ranges: Krkono3e, Beskydy, Jeseniky,
Vysocina and Sumava.

« The first Czech Airlines aircraft decked out in the new
corporate colours is introduced at Prague Airport on
15 October.

November

« Czech Airlines, in collaboration with Emirates SkyCargo,
launches its first ever scheduled cargo service
(Prague—Dubai—Hong Kong and back).

« The Company reports that after years of network
stagnation, in 2008 it will start operating six new
scheduled services.

December

« Dusan Hordk, Tom4s Brabec, Radomil Kratochvil and
Jaroslav Lorenc are appointed to the Supervisory Board as
members elected by employees.

« The Company officially launches the Airbus A320 cabin
simulator.
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IMPORTANT DEVELOPMENTS DURING 2008
(UPTO THE ANNUAL REPORT CLOSING DATE)

January

« The Extraordinary General Meeting of Czech Airlines
approves the sale of the subsidiary Air Czech Catering a.s.
to Alpha Overseas Holding Ltd.

« The Platinum Card becomes available for members of the
OK Plus loyalty programme.

« Czech Airlines intensifies code-sharing with Korean Air.

February

« Czech Airlines announces its preliminary economic
performance. After years in the red, preliminary results
indicate that the Company has made a profit of
CZK 111 million. The plan for 2007 had been to generate
a profit of approximately 40 CZK million.

« The Company rounds off negotiations with trade unions
on the collective agreements for the 2008-2010 period.
The Company reaches agreement with all nine trade
unions on a wage increase by 1-2% above inflation,
depending on the financial results reported.

« In 2007, Czech Airlines comes top in the survey of most
punctual airlines in the Association of European Airlines.

« Czech Airlines prepares a more varied, richer range of
refreshments for economy class passengers.

33

March

« In the summer timetable, Czech Airlines reinforces
operations on more than twenty existing routes. It also
offers new direct services to Strasbourg, Tbilisi, Rostov na
Donu, Damascus, Almaty and Heraklion.

« Code-sharing is launched with China Airlines on the
outbound and inbound service Prague—Frankfurt am
Main-Taipei.

« Czech Airlines starts specifying the full price, including
charges and tax, on its web sites.

April

« The Government starts the search for a consulting
company to assist in the privatization of Czech Airlines.

« The Company enters into a contract with Air India for
another year’s wet lease of an Airbus A310.

« Czech Airlines upgrades online check-in to encompass
further European destinations. Passengers can now use
this service for flights from 31 cities.



SKYTEAM
ALLIANCE

As at 31 December 2007 the following eleven airlines were
members of the SkyTeam Alliance: Aeroflot, AeroMéxico,
Air France, Alitalia, Continental Airlines, Ceské aerolinie,
Delta Air Lines, China Southern Airlines, KLM Royal Dutch
Airlines, Korean Air and Northwest Airlines.

The most recent full member is China Southern Airlines,
which joined the alliance on 11 November 2007 and made
SkyTeam the first grouping of its kind to have a member
carrier from mainland China.

In September 2007, the SkyTeam Alliance admitted three
new associate members — Air Europa, Copa Airlines and
Kenya Airways.

By means of one of the world’s most extensive networks of
hubs of member airlines, the SkyTeam Alliance offers

428 million passengers per year a system of 16,400 flights
per day to 841 destinations in 162 countries. The scale of
the SkyTeam Alliance’s flight network is now very close to
that of Star Alliance, and is also further ahead of the
Oneworld alliance.
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One of the SkyTeam Alliance’s pet projects in 2007 was
Co-location, activities focusing on the use of shared areas
at Heathrow Airport, London. All SkyTeam Alliance
members will steadily move their flights to Terminal 4,
resulting in a marked improvement in the conditions for
transit passengers. The project also includes the
construction of a common Alliance lounge, which will
provide top-quality services to business class passengers
and SkyTeam Elite Plus passengers.

Another project which should enhance the quality of
service for Alliance passengers is the Mileage Upgrade
Project. In practice, passengers will have the chance to
transfer from economy class to business class if they meet
certain conditions.

All the joint projects run by the SkyTeam Alliance are
geared to fulfil of the motto “Caring More About You”.
Proof of the successfulness of these efforts came when the
SkyTeam Alliance was named 2007 Best Airline Alliance by
readers of Business Traveler Magazine.
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SALES

AND
MARKETING
STRATEGY

From the perspective of sales and marketing, the focus of
all core activities on sales performance parameters while
aiming at the most lucrative corporate customers
continued in 2007. This strategy resulted in higher average
revenues and growth in the number of passengers, thus
confirming that it was the right path to take.

The positive developments in the selected strategy were
fuelled by the fact that, for the first time in its history,
Czech Airlines had data at its disposal that could be

used with sufficient precision to identify business
opportunities on the individual markets. Booking data
(MIDT — Marketing Information Data Tapes) and sales
data (BSP - Billing and Settlement Plan) facilitated
comparisons with the competition in the booking and sales
process, thus increasing the efficiency of business
decisions.

In response to the information obtained, Czech Airlines
altered its communications originally directed at end
clients, and used the money it had saved in this way to
invest in tools to promote direct sales online and via the
Call Centre. The impact of these investments returned
higher sales via a more cost-effective distribution channel —
the Internet.

CZECH AIRLINES | ANNUAL REPORT 2007

Year-on-year change in the shares of distribution channels in total
revenues (%)

9%
%
4% 7
1% 5
-12% -12%
Company  GSA BSP Call Other  Internet
offices Agencies  centre  carriers

— == Distribution channel
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NETWORK OF ROUTES

In 2007, Czech Airlines introduced support planning
systems for the creation of its timetable; these appliances,
Net Line Plan and Net Line Sched, were supplied by
Lufthansa Systems. They enable the Company to forecast
sales results on newly planned routes and the financial
impacts of alterations within the existing network. After
calibrating the systems in line with actual past results, the
timetable for summer 2008 was planned with the full
support of this software, which made a significant
improvement to the use of fleet capacity. In 2007,
loss-making routes were gradually closed, and the capacity
this freed up was used to intensify services to existing
destinations offering high potential.

At the end of 2007, Company management decided to
change the model used for services to Canada. The service
to Montreal was terminated in mid-January 2008 and
flights to Toronto were suspended, although this route will
be serviced by Czech Airlines again between June and
October 2008.



Scheduled services
Almaty
Amsterdam — Schipol
Ancona

Athens

Atlanta — Hartsfield-Jackson
Austin

Baltimore
Barcelona

Bari

Barnaul

Mulhouse

Beijing

Beirut

Belgrade

Venice

Berlin — Tegel
Bilbao

Bologna

Bordeaux

Boston — Logan
Bratislava

Brno — Tufany
Brno — bus stop

Brussels
Budapest
Bucharest
Cairo

Catania
Cincinnati
Cleveland
Cologne/Bonn
Copenhagen
Zurich

Dallas
Damascus
Denver
Detroit

Dublin
Dusseldorf
Florence

Fort Lauderdale
Frankfurt am Main
Hamburg
Hannover
Helsinki
Heraklion
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Houston
Charlotte
Chicago — O'Hare
Indianapolis
Istanbul
Irkutsk
Jackson
Jacksonville
Genoa
Ekaterinburg
Yerevan
Karlovy Vary
Kemerovo
KoSice
Krakow
Kuwait

Kiev
Lamezia
Larnaca
Lisbon
London — Heathrow
Los Angeles
Ljubljana

Lyons

Madrid

Malta
Manchester
Marseilles
Memphis

Mexico

Miami

Milan — Malpensa
Minsk

Munich
Moscow — Sheremetyevo
Naples

Nashville

New York — ). F. Kennedy
Nice

Odessa
Oklahoma

Omsk

Orlando

Oslo

Ostrava

Palermo

Paris — Charles de Gaulle
Phoenix

Pisa

Poprad — Tatry
Portland
Pristina

Riga

Rostov na Donu
Rome — Fiumicino
Sacramento
Saint Louis

Salt Lake City
Samara

San Diego

San Francisco
San José
Sarasota
Savannah
Seattle

Skopje

Sofia

Seoul

Split

St. Petersburg
Stockholm
Stuttgart
Strasbourg
Taipei

Tallinn

Tampa

Thilisi

Tel Aviv
Thessaloniki
Torino
Toronto
Toulouse
Trieste
Valencia
Warsaw
Verona
Vilnius
Washington — Ronald
Reagan

West Palm Beach
Zagreb

Zilina



PRODUCT MANAGEMENT

In 2007, product management focused on the use of data
from surveys of client preferences and their importance
when selecting an airline and purchasing tickets. A detailed
description was formed of the full process of
communication between the client and the airline, covering
initial contact when booking and paying for tickets, contact
at the airport, the actual flight, and the post-flight service.
In this chain, key factors were identified that have the
potential to alter client preferences.

A major initiative in 2007 was the clear-cut identification
of the links in the purchase chain that truly clinch the sale
of a ticket in a particular segment. In light of the research
results, a major portion of marketing resources could be
switched from instruments not addressing these key links
to activities that focus directly on them. This resulted, for
example, in the creation and launch of the Frequent Seller
programme, under which bonus points can be collected
and exchanged for free tickets, thus motivating agency staff
to sell Czech Airlines tickets. This programme will be
expanded in 2008 to selected foreign markets.

An analysis of data on customer behaviour showed that
members of Czech Airlines’ OK Plus loyalty programme
fly at least twice as often as non-members. After making
this discovery, we took the active step of intensifying the
acquisition of new loyalty programme members.

By running new acquisition campaigns, the Company
succeeded in increasing the number of OK Plus members
by 35% year on year to almost 300,000 customers.
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Number of OK Plus members
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PRICING AND REVENUE MANAGEMENT

There was also a change in pricing in 2007. Czech Airlines
departed from the past track of offering the lowest prices
on foreign markets. The new price strategy is dictated by
Czech Airlines’ status on individual markets. The first wave
of this new direction saw an across-the-board rise in prices
as prices were brought to the level offered by the
competition in 2007.

The rigorous application of revenue management tools and
the clear targeting of higher-income brackets resulted in

a tangible improvement in the structure of passengers
using Czech Airlines’ scheduled services. There was

a marked rise in the number of passengers from higher
price segments, accompanied by a moderate increase in
the total number of passengers carried.

Year-on-year change in the passenger structure (%)

37%

14%

1

-
1%

-9% I

-30%

Business Premium Economy Economy Economy  Non

Class  Economy Medium Low  LowLow Revenue

— == Passenger category



SALES MANAGEMENT

During 2007, a new system for the regional management
of the sales network in the Czech Republic and abroad was
fully implemented. A significant change was the availability
of data painting a comprehensive picture of agency
bookings and sales and guiding salespersons to new sales
opportunities. By the same token, these data facilitate

a detailed analysis of sales already made and subsequent
exploitation of best practices. With a view to increasing
sales performance, new sales management and
assessment instruments were used at all levels in the Sales
Division, including individual KPIs (Key Performance
Indicators), systematic management and the regular
assessment of the performance of each employee.

A new employee renumeration system was introduced with
a larger variable wage komponent, which is linked directly
to individual performance. There was a noticeable change
to current practices in the recruitment of sales managers
and salespersons at international offices. In the past, in
most cases employees from the Czech Republic were
posted to take over these key positions. In 2007, the
majority of processes were modified for the sake of
standardizatin, facilitating the recruitment of local sales
managers and salespersons with a detailed knowledge of
the respective markets. Approximately a third of
international sales Office are manager by local employees.

As at 31 December 2007, Czech Airlines had

38 international sales offices on four continents. The sales
offices were managed by nine regional directors. The
number of foreign regions was cut to seven in

January 2008 as part of the procedure to streamline and
centralize certain operations.

Besides the Company’s own offices, sales abroad were also
made through other distribution channels, the most
significant being BSP (Business Settlement Plan) agencies,
the Internet, GSAs (General Sales Agents), the Call Centre
and other carriers.
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Share of distribution channels in total revenues (%)

Distribution channel Share (%)

A BSP agencies 62
B GSA 2
C Call Centre 1
D Internet 6
E Company offices 12
F Other carriers 17

IMPLEMENTATION OF NEW MANAGEMENT
PROCESSES

In 2007, a new communication platform of specialist
departments was set up under the Marketing and Product
Development Division and the Sales Division. This
platform generates sales strategies for individual markets,
and measures culminating in the attainment of planned
financial performance are hatched, implemented and
evaluated here.

The uniform setting of common targets for revenue
generation and the uniform configuration of financial
incentives across all sales and marketing departments
have seen them join forces. Therefore, Czech Airlines has
boosted motivation among all its sales and marketing
units and achieved better, more efficient performance.

CARGO

The main task of the Cargo autonomous sales unit (Cargo
SOJ) is to transport air shipments by exploiting the freight
capacity available onboard the aircraft of Czech Airlines.
Cargo SOJ is a member of SkyTeam Cargo Alliance; here,
one of its secondary activities is to represent the Alliance
partners Korean Air Cargo and Delta Air Lines Cargo as the
General Sales Agent for the Czech Republic responsible for
sales of Korean Air aircraft capacity and, from May 2007,
Delta Air Lines flights from Prague Airport.

In January 2007, Czech Airlines hived off cargo landing
operations and the cargo terminal from Cargo SOJ’s
operations. On 1 April 2007, the autonomous public
limited company Air Cargo Terminal a.s. was formed and
subsequently sold. Cargo SOJ continues to run its core
activities, i.e. the provision of freight services onboard the
aircraft of Czech Airlines, and has a contract with Air Cargo
Terminal a.s. for the handling of its air shipments.

During 2007, a transparent business model for the
management of network sales activities was established.
On some strategic markets, cargo managers were
appointed at the end of the year to oversee regional
business activities. In November 2007, under an
agreement with Emirates Sky Cargo, the first ever purely
cargo flights began on the Hong Kong—Dubai—Prague
route, forging a link with one of the most important
manufacturing regions in the world, Southern China.

This pro-active business strategy proved highly successful,
as underscored by the positive results reported at the end
of 2007. Although, in 2007, Cargo SOJ had to get by
without the capacity of the terminated Czech Airlines
service to Dubai, Colombo, Birmingham, Edinburgh, and
Cork, by pursuing all the avenues at its disposal it still
managed to transport 24,072 tonnes of cargo and mail.
As part of the project to overhaul the corporate identity of
Czech Airlines, the Cargo autonomous sales unit has been
rebranded since January 2008.



Performance
2002 2003 2004 2005 2006 2007
Number of passengers 260,048 243,992 330,160 706,913 796,312 797,248
Number of flights 1,461 1,413 1,764 2,945 3,235 3,384
Revenues from aircraft leases (CZK millions) CHARTERS
In 2007, charter services followed up on the positive
450 developments reported in 2006. Charter performance,
measured by flights undertaken and passengers carried,
400 continued to grow. Revenues from charter services
increased by 17.4% year on year. Revenues also climbed in
350 all sales segments, most markedly in the field of aircraft
leases, where the Charters autonomous sales unit was
300 a key player in increasing the use of the aircraft fleet
otherwise intended for scheduled services.
250
Important attributes and achievements promoting the
200 expansion in charter services in 2007 included the signing
of framework agreements with the most important clients,
150 the annual lease of an Airbus A310 to Air India, and the
strengthening of Czech Airlines’ position on foreign
100 markets. The share of revenues from abroad was 35%
in 2007.
50
As in previous years, in 2007 CSA Charters again
o - introduced new destinations, such as Monrovia (Liberia),
2004 2005 2006 2007 Faro (Portugal), and Oviedo (Spain).

— == Revenues from aircraft leases (CZK millions)
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CLICK4SKY.COM — ENTERING THE LOW-COST
MARKET

In 2007, Czech Airlines entered the market of low-cost
carriers, thus tapping into a new market of approximately
1.5 million budget passengers. Through CSA

Services, s.r.0., Czech Airlines set up a 100% subsidiary,
ClickforSky, a.s., to sell slack capacity on Czech Airlines
flights at a uniform price of CZK 1,990 per single ticket,
including tax, regardless of the destination; the fare to
some selected destinations is even as low as CZK 994.
This service is marked as the brand Click4Sky.com. The
terms of sale of the Click4Sky.com service have been set to
suit the low-cost segment of the market (conditions
concerning minimum stay, departure times, destination).
The strict terms of sale prevent other Czech Airlines
customers from making the switch to Click4Sky.com. The
number of tickets offered by Click4Sky.com is constantly
overseen by the Revenue Management Department. Over
the first few weeks that this surplus sales model was put
into trial operation in 2007, ClickforSky, a.s., sold more
than 10,000 tickets, thus fully meeting the target revenues
and economic performance planned for 2007.



NEW DESTINATIONS
AFTER YEARS

OF
STAGNATION




AFTER SPENDING TWO YEARS RESTRUCTURING, CZECH AIRLINES HAS FOUND ITSELF IN
A POSITION WHERE IT IS ABLE TO MAKE THE ECONOMICALLY CHALLENGING MOVE OF
OPENING SERVICES TO NEW DESTINATIONS. THE 2008 SUMMER TIMETABLE WILL SEE
THE CZECH AIRLINES NETWORK EXPAND BY A FULL SIX NEW ROUTES, TAKING IN
STRASBOURG, TBILISI, ROSTOV NA DONU, DAMASCUS, ALMATY AND HERAKLION.



AWARDS
WON
IN 2007

Best Airline on the Czech market — readers of TTG (Travel
Trade Gazette Czech) rated Czech Airlines the Best Airline
on the Czech Market for the eighth time. Czech Airlines
beat all the other airlines operating flights to the Czech
Republic.

Best Airline Based in Central/Eastern Europe — a high-
profile prize awarded every year by the London-based
international aviation organization Official Airline Guide
(OAQG), based on a poll among the professional public.
This was the fourth time the accolade had gone to Czech
Airlines. Czech Airlines was also short-listed among
airlines nominated for the award of Best Airline

of the Year 2007.
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Best Airline in Central and Eastern Europe — in an annual
reader survey organized by the US periodical Business
Traveler, Czech Airlines won in this category. In the survey,
respondents evaluated areas such as in-flight service or the
range of destinations offered by airlines.

Best Airline in Central Europe — this prestigious award is
conferred every year by the independent UK organization
Skytrax in the context of the World Airline Awards, based
on votes cast by millions of passengers from across the
world. Besides overall victory in Central Europe, Czech
Airlines’ crews were also praised. They provided the Best
In-Flight Service in Central Europe. In the pan-European
chart, the cabin crews of Czech Airlines came in third.
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Special Gender Studies Prize — Czech Airlines won this
prize in the Competition for Best Company with Equal
Opportunities for Women and Men. This competition is
held by Gender studies, o.p.s.; dozens of top Czech
corporations figure among the contestants. In the third
year of the competition, Czech Airlines received a special
prize for making good progress in the promotion of equal
opportunities.

WebTop 100 — the Czech Airlines website was rated the top
transport site in the sixth annual WebTop 100. Overall,
158 websites were assessed by a panel of 40 judges.



AIRCRAFT

FLEET

AND TECHNICAL
MAINTENANCE

FLEET

At the beginning of 2007, the Czech Airlines fleet
comprised 50 aircraft. During 2007, the number of aircraft
was reduced to 49, although the structure was not altered
to any marked degree. In February, March and April, Czech
Airlines received additional new Airbus A320 and Airbus
A319 aircraft under a contract concluded in 2004 with
Airbus. These new aircraft comprise three Airbus A320s
configured for 162 passengers, and two Airbus A319s
configured for 135 passengers. During May and June,
Czech Airlines returned four Boeing B737-500w and one
Boeing B737-400 to their lessors. A further Boeing
B737-400 was returned to the lessor in November.

TECHNICAL MAINTENANCE

In 2007, the Czech Airlines Technical Division operated
three heavy maintenance lines in Hangar F, geared towards
the maintenance of aircraft operated by Czech Airlines and
its customers (especially Boeing B737NG aircraft).

Overall, 60 major aircraft checks were carried out in
Hangar F (21 checks for Czech Airlines and 39 for other
customers), while in Hangar E 16 checks of Czech Airlines’
ATR42/72 aircraft were conducted.
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Czech Airlines fleet in 2007

Type of Number Capacity

aircraft

A310-300 4 2 x21C/188 Y (WAA;WAB)
1x18C/183 (YAC)
1x18C/188 Y (YAD)

B737-400 10 7 x144CJY*
3x162C/Y**

B737-500 1 11 x 108C/Y*

ATR72 4 4 x 64CJY*

ATR42-320 1 1x 46C/Y*

ATR42-500 7 7 x 46C/Y*

A320-214 8 8x162C/Y*

A319-112 2 2x135C/Y

A321-21 2 2 x212Y

Total 49

* Flexible configuration based on current requirements.
**% Flexible configuration, max. 5 “C” rows.
C — Business class, Y — Economy class

Czech Airlines Aircraft

The Technical Division also worked on preparations for
checks of Airbus A320 aircraft. A significant step in this
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respect was the successful performance of the first IL
(intermediate lay-over) checks on Airbus A320s
by Technical Division staff in Hangar F.

During the IL check a change was made to the
configuration of the passenger cabins to make them
comply with the new Airbus A320 standard, i.e. the seating
capacity was increased to 162 passengers.

Customers’ aircraft

In 2007, the Technical Division provided maintenance for
the B737 aircraft of its largest customers — Air Berlin and
Transavia. Last year, the Technical Division carried out work
for a new customer, Brussels Airlines, on Airbus A320
aircraft for the first time. It also succeeded in renewing
cooperation with Lufthansa, which ordered four

Boeing B737CL checks and also commissioned the
Technical Division to check an Airbus A319 operated by S7.

Repair plant maintenance

In 2007, there were more activities related to the general
maintenance of undercarriages. The successful completion
of staff recruitment and training, combined with process
changes, resulted in 25 general overhauls of undercarriage
sets, compliance with time limits, and a significant
increase in the volume of general parts maintenance; there
was a 47% rise in output.



Czech Airlines aircraft fleet in 2007
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Type Registration mark Name Date of production Date of delivery Note
A310-304 OK-WAA Praha 20.10.1990 11.2.1991
A310-304 OK-WAB Bratislava 5.2.19901 1.3.19901
A310-325 OK-YAC Zlin 24.2.1993 7. 6.2003
A310-325 OK-YAD Frydek Mistek 13.3.1993 26.10. 2004
ATR72-202 OK-XFA Cesky Krumlov 12.2.1992 9. 4.1992
ATR72-202 OK-XFB Znojmo 17.2.1992 14. 4.1992
ATR72-202 OK-XFC Nitra 26.3.1992 24. 4.1992
ATR72-202 OK-XFD Mlad4 Boleslav 15. 4. 1992 21.5.1992
ATR42-320 OK-VFI Sky Rider 2.1.1990 15. 5. 2000
ATR42-500 OK-JF) N&mést nad Oslavou 6.3.2004 19. 5. 2004
ATR42-500 OK-JFK Slavkov 26. 4. 2004 19. 5. 2004
ATR42-500 OK-JFL Susice 22.7.2004 30. 7. 2004
ATR42-500 OK-KFM Benesov 3. 3. 2005 3. 5. 2005
ATR42-500 OK-KFN Prerov 19. 4. 2005 3. 5. 2005
ATR42-500 OK-KFO Sokolov 20. 9. 2005 7.10. 2005
ATR42-500 OK-KFP Svitavy 4.10. 2005 20.10. 2005
B737-400 OK-DGM Trebori 6.4.1998 7. 4.1998
B737-400 OK-DGN Trebi¢ 17.5.1998 18.5.1998
B737-400 OK-EGP Kladno 18.3.1999 19.3.1999
B737-400 OK-FGR Ostrava 24.2.2000 25. 2. 2000
B737-400 OK-FGS Brno 24. 2. 2000 25. 2. 2000
B737-400 OK-CGl Prostéjov 1.1.1997 26. 3. 2001
B737-400 OK-CGT Pisek 17.1.1997 24. 5. 2002
B737-400 OK-YGU Mélnik 14.6.1993 28.3.2003 Returned on 5 November 2007
B737-400 OK-YGA Bechyné 1. 6.1993 22. 5. 2004 Returned on 30 May 2007
B737-400 OK-WGX Unicov 6.11.1991 12. 6. 2004
B737-400 OK-WGY Roudnice nad Labem 8.1.1992 30. 6. 2004
B737-400 OK-VGZ Polic¢ka 4. 4.1990 22.12. 2004
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Type Registration mark Name Date of production Date of delivery Note
B737-500 OK-XGA Plzeri 12. 6.1992 3.7.1992
B737-500 OK-XGB Olomouc 1.7.1992 6.7.1992
B737-500 OK-XGC Ceské Budgjovice 8.7.1992 10.7.1992
B737-500 OK-XGD Poprad 29.7.1992 31.7.1992
B737-500 OK-XGE KoSice 6.8.1992 7-8.1992
B737-500 OK-CGH Usti nad Labem 12.3.1997 13.3.1997
B737-500 OK-CQ) Hradec Krélové 12.3.1997 13.3.1997
B737-500 OK-CGK Pardubice 22.5.1997 23.5.1997
B737-500 OK-DGL Tébor 18.3.1998 19.3.1998
B737-500 OK-EGO Jindfichtv Hradec 16.2.1999 17.2.1999
B737-500 OK-XGV Maridnské Lazné 13.7.1992 29. 4. 2003 Returned on 11 May 2007
B737-500 OK-XGW Frantiskovy Lazné 14.9.1992 28. 5. 2003 Returned on 21 June 2007
B737-500 OK-DGB Beroun 23.3.1998 25. 5. 2004 Returned on 11 June 2007
B737-500 OK-DGC Cesky Brod 21.10.1998 14. 6. 2004 Returned on 20 June 2007
B737-500 OK-WGD Rakovnik 21.3.1991 8. 4. 2005
A320-214 OK-GEA Roznov pod Radho3tém 18. 4. 2001 17. 3. 200§
A320-214 OK-GEB Strakonice 10. 5. 2001 29. 4. 2005
A320-214 OK-LEE Jesenik 2.3.2006 30. 3. 2006
A320-214 OK-LEF Kutnd Hora 4. 4. 2006 27. 4. 2006
A320-214 OK-LEG Slany 5. 5. 2006 23.5. 2006
A320-214 OK-MEH Beskydy 23.12. 007 15. 2. 2007 2007 delivery
A320-214 OK-MEI Jeseniky 9. 2. 2007 15. 3. 2007 2007 delivery
A320-214 OK-ME]| Krkonose 21. 3. 2007 9. 4. 2007 2007 delivery
A319-112 OK-MEK Sumava 19. 2. 2007 8. 3. 2007 2007 delivery
A319-112 OK-MEL Vysocina 5. 4. 2007 9. 4. 2007 2007 delivery
A321-211 OK-CED Nové Mésto nad Metuji 20. 6.1997 20. 5. 2005
A321-211 OK-CEC Havli¢kav Brod 16.5.1997 30. 5. 2005
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INFORMATION
TECHNOLOGY

In 2007, the Information Technology Division focused on
steps culminating in a rapid improvement in performance
(especially in sales), and a reduction in the financial and
administrative burdens of everyday operations. Last year
was a time of intensive preparations for the fundamental
modernization of Czech Airlines, a period given over to the
internal analysis of requirements, the selection of
suppliers, and the building of implementation teams.

In 2007, the Information Technology Division was
re-organized over several steps, and top-class experts from
other sectors joined the team. The innovation branch has
been boosted significantly. Its absorption of the former
autonomous Strategic Development and Projects Section
gave it the resources to set up a unique professional
Project Office. The creation of this office is bound up with
the production of new project methodology, supported by
a set of standardized instruments for the record-keeping,
monitoring and evaluation of investment projects. Thanks
to all these changes, the division succeeded in maintaining
a much higher degree of discipline in the implementation
of projects — today less than one project in eight derogates
from the initial project plan. The operations of the Project
Office were then effectively combined with the activities

of the Top 10 Committee (similar to an investment
committee); this has streamlined and clarified
decision-making on investment plans at Czech Airlines.
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During 2007, an emphasis was placed on the completion
of projects already in progress, and on narrowing the
project portfolio (at the end of 2006, 76 projects had not
been completed by the end of the year; the figure for the
end of 2007 was 44 projects). Of the new projects, those
with a rapid positive effect on the business performance of
Czech Airlines were prioritized. The most noteworthy
project to be completed last year was the first stage of the
establishment of an integrated flight operations
information system (IISLP) in liaison with Lufthansa
Systems, which includes processes that create a network of
routes and the related timetable, and the planning of flight
operations. Internal efficiency was enhanced by the
completion of a virtual private network (VPN), which now
incorporates more than 40 of Czech Airlines’ sales offices
in Europe, Asia and America.

The linchpin of Czech Airlines’ sales was the successful
transition to electronic tickets, making it well-placed to
meet the deadline for full e-ticket application set by the
IATA (which has been put back to 31 May 2008). Czech
Airlines made significant steps towards this goal in 2007:
the number of interline partners rose from 8 to 33,
constituting more than 85% growth in sales for Czech
Airlines at other carriers. Meeting the IATA's mandatory
objective is feasible; in combination with sales for the
Company’s own flights it was possible to issue electronic
tickets in more than 90% of cases by the end of 2007.

Information technology helped improve Czech Airlines’
sales performance in all sales channels. In the first half
of 2007, a new call centre solution was implemented,
increasing customer convenience and enhancing
management of the sales process. Subsequent months
witnessed the large-scale reconstruction of the Czech
Airlines website, including online sales boosted with
additional means of payment, and the introduction of
Internet check-in services. A unique project was the record
speed at which online sales were created for the new
low-cost brand Click4Sky.com.

Last year can be characterized as a time of preparation for
extensive modernization of the information environment.
After the meticulous internal analytical phase and a study
of benchmark cases, the decision was taken to renovate
the airline systems and the solution for technical aircraft
maintenance (maintenance, repair and overhaul services —
MRO). Both projects, which are of an exceptional scale in
the history of Czech Airlines, had been successfully
prepared for implementation at the end of 2007.



Czech Airlines opted for the Meridian solution from the
US corporation Worldspan as the basis for the future
concept of airline systems. This choice was supported by
the exceptionally high operational savings arising from the
design architecture (up to a billion crowns over five years)
and by the progressive nature of the solution from the
perspective of online and telephone sales. Ticket bookings,
distribution and sales will benefit from the concentration of
the different systems into the Meridian platform; Czech
Airlines previously covered this area of activity with

12 sub-solutions from eight suppliers. All elements of
Czech Airlines management have paid special attention to
the implementation of the project — 22 teams have
contributed to the project and almost 1,500 employees will
have to be trained for the new solution. By pursuing this
avenue, Czech Airlines has aligned itself with US partners
in the SkyTeam Alliance — Delta Air Lines and Northwest
Airlines.

The project to change the technical maintenance solution
is also of an exceptional scale. It affects the whole
Technical Division, which has a thousand employees, and
has triggered procedural and (subsequently) organizational
changes. Much of 2007 was devoted to a meticulous
search for the right solution, which resulted in the
selection of Swiss Aviation Software’s AMOS product.
Preparations were in place for implementation to start at
the beginning of 2008.
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It would be unjust to overlook numerous operating
measures to stabilize the information environment at
Czech Airlines, the appreciably higher availability and
reliability of information services for users, and the
identification of more effective models for the financing
and administration of IT equipment.

These and a number of other conceptual changes were
incorporated into the Czech Airlines ICT Development
Strategy for 2008—2010, which was adopted by the

Company’s Board of Directors in the second half of 2007.

The strategy provides the backbone for the
above-mentioned key projects in 2008 and aims to bring
Czech Airlines up to the technological level of the 25%
most advanced airlines in the world by the end of 2010.
However, an essential aim is to facilitate and support the
Company’s commercial development while making
operations more efficient.
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INTERNAL
OPERATIONS

For the Supplier Services Management Section, 2007 was
another year of cost-cutting measures throughout Czech
Airlines. The Supplier Services Management Section is
responsible for the direct management of the Central
Procurement, Real Estate and Ground Facilities
Maintenance Departments.

REAL ESTATE

In the first half of the year, Czech Airlines scrutinized the
configuration of key processes and started preparing for
implementation so that the Real Estate Department would
be able to handle more tasks more efficiently than in the
previous year in the context of the new organizational
structure in 2008. This department also made
arrangements to support divestments, implement
important changes with a medium-term impact on
operations, and gradually optimize the administrative units
of Czech Airlines (redistribution).

Key developments in 2007 included divestments and the
related support for the transfer of assets to subsidiaries,
contractual administration and maintenance arrangements
for Air Czech Catering a.s. and Air Cargo Terminal a.s.

Preparations for the relocation of the Ground Facilities

Maintenance Department to the southern hall of Hangar C,
the reconstruction and relocation of the Technical Division
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Overview of areas used (m?)

Description Type of ownership Area (m?)
Administration and operations Company property 60,004
Support and related areas Company property 8,234
Communal areas and technical facilities Company property 20,894
Administration and operations Lease 19,288
Support and related areas Lease 4,176
Communal areas and technical facilities Lease 2,036
Total 114,630
Overview of land used

Description Type of ownership Area (m?)
Land Company property 55,507
Land Lease 9,985
Land Easement 103,871
Total 169,363




to Hangar B, and arrangements for an addendum to the
lease agreement with the Czech Technical University,
Prague, regarding the letting of premises in Kolejni Street,
Praha 6 were also significant. Electricity supply costs were
optimized. The foundations were laid to sell off surplus
properties in Bratislava and Vienna, as well as the land
under the Secondary Vocational College of Civil Aviation
in Prague.

The foundations were laid to sell off surplus properties in
Bratislava and Vienna, as well as the land under the
Secondary Vocational College of Civil Aviation in Prague.

Important procedural changes were made in the Operational
Management and Waste and Water Management Units.
These changes were implemented by reference to
outsourcing analyses where processes and financial flows
were examined and feedback was set up for cleaning quality
evaluations. All properties and land were audited, resulting in
the optimization of leases in Terminals 1 and 2 and at the
Gestin Centre.

In the first quarter of 2008, the Real Estate Department
mainly handled the preparations for the relocation of 200
employees from the building at Kolejnf Street in Praha 6,
which will take place in the final quarter. The sale of buildings
in Vienna and Bratislava was completed.
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Car fleet

Vehicle fleet at 1 January 2007

Vehicle fleet at 31 December 2007
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Optimization (units/%)

389

270 -119/31

Overview of areas used in 2007 (%)

Description Share (%)
A Administrative and operating areas owned by the Company 52
B Support and related areas owned by the Company 7
C Communal areas and technical facilities

owned by the Company 18
D Administrative and operating areas leased 17
E Support and related areas leased
F Communal areas and technical facilities leased 2

GROUND FACILITIES MAINTENANCE

This department’s task is to provide all users of vehicles,
machinery and workplace technology with comprehensive
administration services in order to optimize current
processes and reduce the costs incurred by Czech Airlines.

Current vehicle fleet

270 cars, trucks and special vehicles
728 machines

2,300 workplace technology resources

In 2007, there was a year-on-year reduction in this
departments total costs by CZK 12.7 million, i.e. by 15%.
The profit rose by 17%.



Another important step was the streamlining of activities
in response to labour productivity, with the presumption
that the professional standard of services rendered would
be maintained, with the provision of services on a larger
scale. This action increased labour productivity from 50%
to 63%, eliminated downtime, and made full use of the
repair centre, even though there had been a reduction in
human resources. Another highly valued benefit resulting
from the streamlining of processes is the availability of
machinery. The new system of machinery maintenance
planning increased availability from 86% to 93%, making it
possible to apply technical resources in the aircraft
handling process 340 days a year.

In 2007, the vehicle fleet was also optimized.

CENTRAL PROCUREMENT

In 2007, Central Procurement spearheaded 637 business
activities and cost-cutting projects which resulted in
savings totalling more than CZK 418 million. Of the
savings achieved, CZK 264.13 million was reflected in cash
flow in 2007 and the remaining CZK 154.83 million will
affect cash flow in 2008.
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The most significant purchasing categories in 2007 were
aviation fuel and airport charges, handling services,
aeronautical maintenance and information technologies.
Successful business activities include the selection of

a supplier of airline and MRO systems, the selection of
a supplier for the heavy maintenance of Boeing B737
aircraft, the renewal of aviation insurance contracts, new
business conditions for the land link to Brno, the repeat
tender for a handling service provider at the airport in
Barcelona, the selection of a hardware supplier, and
numerous other operations.

Czech Airlines Central Procurement also played an active
role in joint procurement projects implemented by the
SkyTeam Alliance; the most successful include the
procurement of handling services in Barcelona and
Bucharest, and the conclusion of a global contract with
AEROXCHANGE Ltd.

In its management of supplier-customer relations,
especially in the fields of engineering, information
technology and in-flight, Central Procurement plans to
make savings of more than CZK 250 million in 2008.

Savings made in individual procurement categories in 2007
(CZK millions)

NP
JKLMO

A\
¥\
FE7 B

Name of category

A

Fuel, including operational economies

Airport charges

Handling

Information technology and telecommunication costs
Aeronautical maintenance

In-flight

Facility management

Insurance

Marketing

Transport services

Accommodation

Vehicles and machinery

Security

Professional services

Printed materials, office, overheads
Personnel services, clothing, catering
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Saving (CZK millions)

82.51
75.00
65.41
45.94
2937
25.22
25.03
17.42
17.11
11.58
719
6.86
3.65
2.88
2.26
1.50



CZECH
AIRLINES
AIRPORT
SERVICES

PASSENGER AND AIRCRAFT HANDLING

In its passenger and aircraft handling for the flights of
Czech Airlines and foreign carriers, the Ground Operations
Division again kept to a high standard in 2007, as
evidenced by the results of audits of airlines such as Delta
Air Lines, KLM Royal Dutch Airlines, Lufthansa, Swiss
International Air Lines, and the Star Alliance.

In 2007, Czech Airlines handled 7.1 million passengers for
104,000 aircraft departures and arrivals at Prague-Ruzyné
Airport; this was a yearly increase of 2.4% in the number of
passengers and 3.5% in the number of aircraft departures
and arrivals.

The share of Czech Airlines in the total output at Prague
Airport in 2007, expressed in relation to the number of
passengers handled, was 57%; in terms of the number of
arrivals and departures handled the Company’s share was

59.4%.

Czech Airlines recorded revenues approximately 4% higher
than planned in its contractual handling operations.

In 2007, the Ground Operations Division renewed
handling contracts with Austrian Airlines, China Airlines,
Meridiana, SAS Scandinavian Airline System and Swiss
International Air Lines and won tenders to provide
handling services to Delta Air Lines and German airline
Lufthansa. The Company also succeeded in entering into
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a new handling contract with the Danish company Cimber
Air and Atlantic Airways.

Czech Airlines recorded revenues approximately 25%

higher than planned in its non-contractual handling
operations. Between July and October 2007, Czech Airlines
again provided handling for nine charter flights of Japan Air
Lines from Osaka, Nagoya, Hiroshima and Tokyo Narita in
a Boeing B747-400. Within the scope of state visits, the
non-contractual handling service handled an Italian Air
Force Airbus A319 carrying the Italian Prime Minister
Romano Prodi in May 2007, and handled the Italian
President Giorgio Napolitano in September 2007.

On 1 February 2007, the Passenger Handling and Services
Section introduced an arrival service procedure to
enhance the quality of service and to improve the
competitiveness of the Company. Under the International
Traffic Control project, operating activities and
responsibilities at stations were transferred to Area
Station Managers on 1 April 2007. In June 2007, Czech
Airlines launched online passenger check-in, which has
had a positive effect on improving handling processes. In
August 2007, the Ground Operations Control Section took
over the de-icing of aircraft from the Technical Division
with a view to concentrating all handling services in

a single Company unit.
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In September 2007, the first eight Airbus A320 aircraft
started to use the Cargo Loading System, making use of
containers to transport baggage and cargo. This change
has increased the volume of cargo that can be carried and
prevent baggage damage.

Since the winter timetable came into effect, the Ground
Operations Division has successfully met the challenge of
relocating new Schengen area countries from Terminal 1 to
Terminal 2 at Prague Airport.

DUTY FREE

The activities of the Duty Free Autonomous Sales Unit
include sales of goods in airport outlets in the Czech
Republic and onboard Czech Airlines aircraft.

Sales are made in two regimes — duty-free goods for
non-EU destinations and duty-paid goods within the
European Union. All commercial activities in 2007
generated further growth in revenues. In-flight sales are
offered to passengers flying to 88 destinations on
scheduled flights, and are also available on selected charter
flights. Sales may be ordered for a further 22 destinations.

The total Duty Free revenues in 2007 came to
CZK 650 million, a 5.8% year-on-year increase.



OPERATIONAL
SECURITY

In 2007, all Czech Airlines’ internal documents were
modified following amendments to legislation in 2006 that
concerned the protection of the Czech Republic’s civil
aviation from unlawful acts.

In the field of fire protection, the Security Section amended
an organizational standard used for the periodic fire
protection training of managers, preventive fire patrols and
fire protection officers. It was also responsible for regular
fire patrols of all Czech Airlines’ buildings where the work
on the replacement of the electric fire alarm system by

a new system with remote signal transmission was
completed in 2007.

During 2007, the established practical component was
included in specialized training for air crews, with
contributions from employees of the Security Section and
the Police Force of the Czech Republic. It involved the
training of aircrew personnel to handle anomalous
situations during a flight and to cope with the increasing
aggressiveness of uncooperative passengers. The trainees
were also acquainted with the work of air marshals
onboard aircraft.

In 2007, as part of the management system for the
protection of civil aviation against unlawful acts, operation
monitoring activities were carried out that focused on
security measures laid down in the Czech Airlines Security
Programme.
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Operation monitoring activities were carried out in the
stipulated form of security audits, inspections and security
tests at the frequency laid down in the annual plan, which
was presented to the Ministry of Transport of the Czech
Republic in accordance with legal provisions. The Security
Section has permanent staff authorized by the Ministry to
conduct checks on the implementation of measures and
procedures laid down in the security programme. The most
frequent operation monitoring activity is the security test,
where the effectiveness of security measures and
procedures laid down in the security programme is
physically verified.

The results of this internal system clearly show that Czech
Airlines’ security measures within the scope of the Czech
Airlines Security Programme are of a very high standard
and comply fully with the requirements of national
legislation, in particular Act No 49/1997 on civil aviation,
Aviation Regulation L17, and the relevant European Union
regulations. In 2007, Czech Airlines again underwent a
successful IOSA audit of the protection of civil aviation
from unlawful acts.

Relevant Czech Airlines’ regulations were amended in the
context of aviation security and crisis planning. Crisis
planning training drills were held, one of the largest of
which was a coordination exercise with the Karlovarsky kraj
Provincial Integrated Rescue System, called “Airport 2007”.
This exercise involved the top management, crisis teams
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and all relevant Company employees. The result showed
that crisis management is not underestimated.

A very important change for the whole Company was the
replacement (and expansion) of the entry security system
with a next-generation system facilitating further
development, optimization and adaptation. The electronic
security system was then optimized and connected to

a central point in the APC building. The complete
reconstruction of the Gestin Centre, including the
upgrading of security systems, enhanced the level of
security at this point of sale. Also worth mentioning is the
modernization and implementation of the new technology
applied in the security camera system in Hangar F and the
installation of a next-generation entry and camera system
in the Czech Airlines engine plant.

In line with the Company’s long-term concept and strategy
for travel document control, in 2007 the Company
successfully reduced the numbers of passengers with
incomplete, counterfeit and falsified travel documents; this
has saved the Company tens of millions of crowns in fines.
Given the constantly changing trends in illegal migration,
the Security Section cooperates with state institutions not
only in the Czech Republic, but also in destinations where
Czech Airlines flies.



PUNCTUALITY
OF OPERATIONS

Air traffic punctuality is one of the key indicators in
evaluating of an air carrier’s quality. In addition to
operational security and the comfort of transport services,
Czech Airlines pays a lot of attention to this parameter.
Despite the rising output and relatively dense flight
operations, punctuality should not suffer. In 2007, Czech
Airlines ranked top for the first time in statistics
maintained by the Association of European Airlines (AEA).

The indicators reported in connection with punctuality are
generally better compared to the previous year, even
though the rise in output has only been moderate. The
areas where the Company was not as punctual as it would
have liked to be can be ascribed to the following factors in
particular:
« limited capacity/system output for air traffic at Prague
Airport, and flight operation service systems;
« the bad weather in January, November and
December 2007; and
« the prolongation of inspections and reductions in the
availability of aircraft.

The Company’s excellent ranking in the punctuality of
flights is reflected not only in higher customer confidence,
but also economically. Further to Commission Regulation
No 261/2004 on compensation for passengers, punctuality
is advantageous in that it reduces expenditures on
compensation.
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Chart of the punctuality of departures, based on AEA statistics

Czech Airlines rank among AEA carriers
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Month Medium-haul and Long-haul Domestic Overall

short routes routes routes rank
January 5 4 1 6
February 1 3 2 2
March 1 1 1 1
April 2 5 1 1
May 2 1 1 2
June 1 1 1 1
July 1 1 1 1
August 2 1 1 2
September 2 1 1 2
October 2 1 2 2
November 3 4 3 2
December 1 5 1 1
2007 2 1 1 1




ENVIRONMENTAL
CARE

The complexity of environmental protection at Czech
Airlines and the momentum of structural changes
culminated in the decision to introduce an environmental
management system (EMS) in accordance with 1ISO 14001.
This system was gradually implemented at Czech Airlines
from 2004, and it is expected in 2008 it will be ready for
certification.

Direct environmental aspects, i.e. environmental impacts
that Czech Airlines controls and is in a position to
influence, are concentrated primarily in the Technical
Division and the Flight Operations Division. The principal
aspects in this respect are the consumption of fuel and
other operating substances, emissions into the air and
water, and the production of hazardous waste.

Air Protection

Emissions from air transport currently account for
approximately 3% of total greenhouse gas emissions in the
European Union. In the Czech Republic, air transport in
2004 contributed 0.7% to total CO, emissions.

On 20 December 2006, the European Commission
published a change proposal for Directive 2003/87/EC in
view of the incorporation of greenhouse gas emissions
from civil aviation into the established European Union
system for trading in emissions of these gases from
significant technological sources EU ETS — European
Union Emissions Trading System). Interconnection with
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the EU ETS system, in which the operators of large
stationary sources currently operate, is designed to ensure
the greater efficiency of the market, as it will be possible to
implement measures to reduce emissions in places with
the lowest costs.

As of 2011, the Directive should apply to all national and
international flights between airports in the European
Union, and as of 2012 it should apply to international
flights departing from or arriving in airports in the
European Union. It is not yet clear in what form the
resultant proposal will be approved.

In 2007, Czech Airlines started to monitor the quantity of
emissions from individual flights. On its website, Czech
Airlines has an emission calculator for customers to work
out how much of the individual emission types is
generated during their flight (CO,, SO,, NOy, etc.).

In 2008, Czech Airlines is considering whether to introduce
a programme of voluntary contributions for emissions
generated during a flight. Passengers would thus have the
chance to contribute to a specific project, e.g. tree-planting.

Noise

Environmental policies, the most important aspect of
which is noise pollution, are increasing subjected to
confrontation with surrounding municipalities and public
institutions for environmental protection. As such, the
number of airports that monitor noise is constantly
increasing.
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For the protection of the immediate vicinity of airports,
aircraft departure and arrival procedures are published
(prescribed) that, in three-dimensional space, precisely
define the trajectory of the aircraft flight and that, by design,
guarantee relatively small noise pollution for the area
surrounding the airport. Non-compliance with prescribed
noise abatement procedures is punishable with fines.

Czech Airlines is a corporation reporting high precision in
the observance of published noise abatement procedures.

In 2007, Czech Airlines continued its cooperation with
Sprava Letisté Praha, s.p. on the drafting and assessment
of procedures to reduce noise exposure at Prague Airport.
It has helped improve the noise monitoring system at
Prague Airport, which has been fully functional since 2008
after trial operation.

At some airports, Czech Airlines and other carriers are
subject to noise charges for aircraft noise which are derived
from the maximum takeoff weight of an aircraft and its
classification in the relevant noise category according to the
ICAO Annex 16 noise certificate. The Czech Airlines noise
policy follows the standard pattern. In 2007, the
replacement of the aircraft fleet with new-generation, quieter
aircraft continued. The fleet of Czech Airlines aircraft now
largely comprises aircraft in the lowest noise category.



Types of waste (t/year)

Type of waste 2002 2003 2004 2005 2006 2007
Mixed waste 1,306.00 1,354.00 1,772.00 2,216.00 2,290.00 1,224.98
Hazardous waste 472.00 631.00 290.00 242.00 498.00 1647.33
Other waste 202.00 183.00 202.00 277.00 331.00 254.93
Reusable waste 603.00 628.00 667.00 498.00 470.00 252.56
Recycling 3.47 6.65 7.53 9.33 10.10 13.11

Wastewater treatment

At Czech Airlines, the purity of discharged water receives
special attention. Discharges of water from different
technological processes are subject to control
mechanisms; water quality is regularly monitored and if it
reports even a slight overrun of the limit values, measures
are immediately taken to rectify the situation.

In 2007, new technology was installed for the treatment of
water from the kitchen and dining hall of the APC building,
the capacity of which is consistent with the increasing
requirements regarding the range and quantity of meals
being prepared and issued.

At the end of 2007, at the head office the original fat
separator was replaced with modern equipment that,
besides increasing operating capacity, will also facilitate
more intensive service care.

An increase in capacity, in line with operating
requirements, is also being handled in relation to the fat
separators for Hangar F, where the existing equipment
needs to be replaced with a facility offering roughly double
the flow rate. In the fourth quarter of 2007, project
preparations were made, followed by the EIA fact-finding
procedure.
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Czech Airlines also paid special attention to compliance
with the set quality of discharged industrial wastewater.
This category includes water from technological processes
for the washing of aircraft, aircraft parts, machinery and
galvanization. All the wastewater produced in this manner
passes through technological facilities intended for the
elimination of pollutants in the used water.

Other water from the washing of aircraft and parts passes
through special treatment technologies. Therefore, since
the second quarter, water preparations have been in
progress for the construction of a central industrial
wastewater treatment plant, which should be put into trial
operation in mid-2008.

Waste

The generation of individual types of waste is constantly
monitored with a view to reducing dangerous waste and
achieving an optimum quantity in response to transport
and repair output for internal requirements or for external
customers under contract. Waste which can be reused
materially is concentrated by Czech Airlines prior to
handover to an authorized person so that the necessary
quality is maintained, thus achieving an economically
optimal improvement.
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In the second half of 2007, project preparations and
planning permission preparations progressed for an
investment to put into operation the technology of the
sorting line for the separate of waste, predominantly from
the operation of the Company’s own aircraft and those of
contractual partners. Full trial operation of the sorting line
was launched as of the summer timetable, i.e. as of
March 2008.

Chemicals

In 2007, there was a significant legislative change relating
to chemical substances and chemical products when
REACH was adopted (Registration, Evaluation and
Authorization of Chemicals). For Czech Airlines, this
development means that it will communicate with the
suppliers of individual chemical substances regarding:

« the acquisition of new safety data sheets in accordance
with REACH legislation;

« information as to whether the manufacturer/distributor
of a substance envisages its registration with the
European Commission; and

« feedback to the distributors/manufacturers on how we
handle a chemical from the perspective of its impact on
people and the environment (the exposure scenario).



4,777

EMPLOYEES



CZECH AIRLINES HAS ENTERED INTO COLLECTIVE AGREEMENTS WITH ALL TRADE UNIONS FOR
THE NEXT THREE YEARS. | AM COMPELLED TO RECORD MY HIGH APPRECIATION FOR THE
APPROACH ADOPTED BY THE TRADE UNIONS, WHICH GRASPED THE COMPANY’S ECONOMIC
SITUATION AND BEHAVED VERY FAIRLY DURING COLLECTIVE BARGAINING. THIS HAS
RESULTED IN COLLECTIVE AGREEMENTS GUARANTEEING WAGE INCREASES OVER THE NEXT
THREE YEARS, WHICH WILL BE IN LINE WITH INFLATION PLUS ONE OR TWO PERCENT,
DEPENDING ON THE COMPANY’S ECONOMIC PERFORMANCE. THIS DEAL TAKES INTO
ACCOUNT THE GENUINE OPPORTUNITIES AVAILABLE TO THE COMPANY. | BELIEVE THAT WE
HAVE SUCCEEDED IN STRIKING AN IDEAL BALANCE FOR THE NEXT THREE YEARS. WE ARE
PRESERVING REAL WAGES, INCREASING THEM SLIGHTLY WHILE EARNING THE REVENUE
NEEDED TO COVER THIS RISE.



HUMAN
RESOURCES

For human resources, 2007 was characterized in particular
by the implementation of the new Labour Code, the launch
of collective bargaining and the implementation of
measures culminating in changes to corporate culture.

In collective bargaining, the overwhelming majority of
collective agreements were negotiated and signed in 2007.
These agreements cover more than 90% of Czech Airlines
employees. The remaining agreements were signed at the
beginning of 2008.

Corporate culture measures were geared towards the
promotion of equal opportunities between men and
women and the reconciliation of working and personal
lives of employees. Czech Airlines’ activities earned it

a special prize in a competition to identify the company
with the best equal opportunities. In 2007, once again
Czech Airlines enjoyed popularity among potential
job-seekers, which was reflected in its third placing in the
Employer of the Year award.

The total average number of employees (FTE) in 2007 was
4,777, which is 12% less than in 2006, when the average
FTE headcount was 5,442 persons. The main reason for the
reduction in the number of employees was the continuing
restructuring of the Company, including the sale of the
cargo and catering services.
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Number of employees as at 31 December

Employee category 31.12. 2006 31.12. 2007 Difference
Blue-collar 1,672 1,286 (386)
Management 147 98 (49)
White-collar 1,887 1,841 (46)
Cabin crew 1,017 1,015 (2)
Flight crews 524 534 10
Total 5,247 4,774 (473)
Employee arrivals and departures in 2007

Employee category New recruits Employment terminated
Blue-collar 248 252
White-collar 355 300
Flight crews 19 18
Cabin crew 45 39
Sale of cargo, catering services o 524
Total 667 1,133




Wage policy

In 2007, the wage policy was consistent with the strategy
for the restructuring of the Company, the honouring of all
commitments to employees under collective agreements,
and an amendment to labour-law legislation.

As at 1 January 2007, there was an increase in wages in all
employee categories in accordance with valid collective
agreements and changes were made in accordance with
the provisions of the new Labour Code. The average
monthly wage at the Company in 2007 was CZK 54,265.

In the field of new recruitment, 667 new members of staff

were taken on in 2007 and 1,133 employees terminated
their employment.
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Share of men and women in 2007 (%)

A Male
B Female

Share (%)

59
4

Employee structure by length of work in 2007 (%)

70/ Y

Employee age structure in 2007 (%)
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Length Share (%)
of work

A upto1year 9
B 1-5years 29
C 6-10years 20
D 11—20 years 23
E 2130 years 9
F over 30 years 10
Age Share (%)
A upto20 0.4
B 20-29 28.5
C 3039 31.6
D 40-49 19.1
E 50-59 16.5
F more than 60 3.9



Number of employees (FTE), 2000—2007
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Employee benefits

In 2007, as part of its social programme Czech Airlines

provided employees with the following:

« A contribution to children’s recreation of CZK 529,508

« The coverage of spa rehabilitation treatment for selected
employee categories amounting to CZK 5,282,382

« A contribution to insurance of liability for damage caused
to the employer in the pursuance of a profession in the
amount of CZK 200,000

« A contribution to supplementary pension schemes of
CZK 77,700,740

« A contribution to catering of CZK 24,817,650

Besides these benefits granted to employees, the Human

Resources Division provided additional employee benefits

in 2007 in accordance with the collective agreement.

Human resources training and development

In 2007, the main priority was the educational programme
for Czech Airlines traders, with financial assistance from
the European Social Funds. The programmes was attended
by 300 traders from the Sales Section.

By a decision of the International Civil Aviation
Organization (ICAO) from 2003, a system to test pilots’
knowledge of English was set up (ICAO Language
Proficiency Test) — and certified by the Civil Aviation
Authority.
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In 2007, the programme for the development of basic
managerial skills (Leadership Academy) continued;
another 17 Company managers stand ready to sit the final
examination, which will test their level of competence for
the quality management of a team.

In the systematic preparation of professional conduct with
customers (Customer Care for Front Line Workers),
coaches were selected and prepared for intensive work with
individual employees responsible for passenger handling
directly at the workplace. The established system ensures
the more efficient implementation of skills acquired during
training.

In the field of technical training, a contract was concluded
for the supply of an MFTD simulator for Airbus A320
aircraft, which was installed at Czech Airlines in 2008.

The e-learning pilot project was also implemented in 2007.
This form of training will enable employees to manage the
time set aside for training more efficiently and to share
their knowledge and skills.

Courses organized by the Human Resources Division were
attended by 16,000 participants from the ranks of Czech
Airlines employees and 3,300 external customers.



AIR CREW
PERSONNEL
AND TRAINING

The Air Crew Training Autonomous Sales Unit (Air Crew
Training SOJ) holds authorizations to provide model
training on all the different types of aircraft operated

by Czech Airlines. The latest authorization is for model
training in Airbus A320 aircraft. In 2007, Airbus and Thales
put the Airbus A320 flight simulator into operation. The
simulator was certified in February 2007; since then it has
flown 2,966 hours during training and other activities

of Czech Airlines — of which 328 hours for Airbus and the
sale of 566 hours to external customers.

The Air Crew Training SOJ does not just supply model
training. Many of the Unit’s activities are devoted to the
repeat or refresher training of Czech Airlines air crews. All
forms of training are carried out in accordance with

a certificate issued by the Civil Aviation Authority of the
Czech Republic, in accordance with the valid European
regulations JAR-FCL1, JAR-OPS1, and in accordance with
internal Czech Airlines training handbooks. In 2007,

23 new pilots, nine captains in the internal promotion
procedure, and 62 new flight attendants were trained for
the requirements of Czech Airlines.

Thirty aircrews were retrained for the new Airbus A320 in
2007. The theoretical part of this training took place in
Prague; some training on simulators was held at foreign
training centres (Toulouse, London). After the installation
of the Airbus A320 simulator, training could also be
provided in Prague.
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Overall, 231 air crew members took part in retraining to
cope with the ATR, Airbus A320, and Boeing B737.

Work on the installation of a cabin simulator for

Airbus A320 aircraft was finalized in September and
October 2007. In October, the facility was put into
operation. It is primarily used in the training of air crews,
but may also be used for other activities.

1,928 hours (of which 299 by external clients) were flown
on the ATR 42 Flight Training Device.

The Boeing B737 flight simulator was used intensively.
Throughout 2007, 5,793 hours were flown (of which

3,659 by external customers) on the simulator, covering
model, refresher and repeat courses. The most significant
customers included Aerosvit, Bulgaria Air, Hemus Air,
Kras Air, Georgian Airways, Travel Servis and Slovenské
aerolinie.

The Air Crew Training SOJ has capacity primarily intended
to meet the requirements of training the aircrews of Czech
Airlines. These requirements take priority. Any free training
capacity sells easily. The total proceeds from sales of
training to external customers in 2007 were CZK 46 million.
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An interesting activity carried out by the Air Crew Training
SOJ is its “Fearless Flying” course, which is also used by
the general public. For Czech Airlines’ business partners,
the Air Crew Training Centre held specific events. Aircrew
training strives to cultivate the positive image of Czech
Airlines among the public and business partners.

Performance of aircrews in Czech Airlines’ flight
operations

Based on methodology applied by the Association of
European Airlines (AEA), by the end of 2007, pilots had
flown an average of 748.4 hours with a monthly average
62.4 hours per pilot over the calendar year. There was

a year-on-year improvement in the average pilot
performance by 3.5%.

Cabin crews registered average annual flying time of 806.3
hours in 2007 (average monthly value: 67.2 hours per flight
attendant). The average performance of flight attendants
thus rose by 1.3% compared to 2006.



Ground training of aircrews in 2007

Average monthly flying time by pilots
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Name Number of persons  Number of courses Number of hours Month 2006 2007
Czech Airlines 11,514 805 5,427 January 55.62 54.70
External customers 1,376 104 531 February 50.83 49.59
Total 12,890 909 5,958 March 56.51 60.53
April 59.08 62.38
Ground training of pilots in 2007 May 62.43 67.15
Type of aircraft Customer Number of Number of Number of Number of  June 63.52 65.64
persons courses hours hours of CBT  July 64.37 68.63
(Computer Based August 65.11 67.84
Training) September 63.36 66.36
Airbus A310 internal 161 41 451 793 October 63.47 64.58
Boeing B737 internal 1,163 153 1,066 1,577 November 58.19 59.01
ATR internal 702 126 1,391 1,990 December 59.94 62.02
Airbus A320 internal 561 90 601 o Average 60.20 62.37
All types external 323 63 386 616
Average monthly flying time by flight attendants
Training Airlines pilots on flight simulator in 2007 Month 2006 2007
Simulator/type of aircraft Number of persons ~ Number of courses Number of hours ~ January 64.34 61.39
Airbus A310 143 52 755 February 58.69 56.19
Boeing B737 570 246 2,009  March 62.73 64.87
ATR 505 19 1,448  April 65.72 67.05
Airbus A320 297 133 2,593  May 68.93 70.86
June 67.59 65.95
Average number of disposable cabin crew numbers July 70.52 73-55
Air crews 2006 2007 2006/2007 New August 70.22 7476
Pilots 528 524 (4) 24 September 69.02 69.36
Cabin crew 964 929 (35) 64  October 70.79 69.85
Total 1,492 1,453 (39) 83 November 63.20 65.60
December 64.23 66.89
Average 66.33 67.19
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SUPERVISORY
BOARD
REPORT

In 2007, the Czech Airlines Supervisory Board carried out
the activities required of it under the Commercial Code,
as amended, the Czech Airlines Articles of Association,

a decision of the General Meeting, and its Rules of
Procedure.

Supervisory Board meetings in 2007

In 2007 and to date in 2008, the Czech Airlines
Supervisory Board convened eleven ordinary and three
extraordinary meetings at the Company’s registered office.
Extraordinary Supervisory Board Meeting No 02A-07
granted the Board of Directors approval for a final
transaction involving the sale and leaseback of five
B737-500 aircraft and the acquisition of five A319/320
aircraft in 2007.

On 10 April 2007, on the initiative of a shareholder
Extraordinary Supervisory Board Meeting 04A-07 was held
to elect the Chairman and First Vice-Chairman of the
Supervisory Board in the wake of personnel changes within
the Supervisory Board approved by the Extraordinary
General Meeting held on the same day. The extraordinary
meeting in June (06A-07) scrutinized the proposal by the
Board of Directors for the termination of the 100% stake
held by Czech Airlines in the share capital of Air Cargo
Terminal a.s., which was approved with final force and
effect by the Extraordinary General Meeting held on

2 August 2007.
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In 2008, up to the closing date of the Czech Airlines
Annual Report for 2007, the Supervisory Board convened
three ordinary meetings and one extraordinary meeting
(02A-08). On 13 February 2008, the extraordinary meeting
of the Supervisory Board approved the acquisition of three
A319 aircraft in 2008.

Members of the Supervisory Board

In 2007 and 2008, changes were made in the composition
of the Czech Airlines Supervisory Board: Zden&k Cép
resigned from his position of member of the Supervisory
Board (effective as of 24 January 2007); Jifi Pos resigned
as employee representative on the Supervisory Board

(5 February 2007) and was replaced on g February 2007 by
Pavel Hladik in accordance with the result of an employee
vote in 2002. Elemir Véclavik ceased to be a member

of the Supervisory Board on the date of his death,

i.e. 20 February 2007. Pavel Bém, Rudolf Vy¢ichla and
Miroslav Sevéik resigned on 10 April 2007 and Hana
Peskovd resigned with effect as of 23 January 2008.

On 11 December 2007, the term of office of Pavel Hladik,
the member of the Supervisory Board representing
employees, came to an end. The Company’s Extraordinary
General Meeting on 10 April 2007 removed Toma3 Pav
from his office of member of the Supervisory Board, thus
automatically terminating his office of First Vice-Chairman
of the Supervisory Board. At the same time, it appointed
Ivan Ko&arnik, Pavel Skvara, Katefina Malechov4,

Ivan Foltyn, and Tomas Uvira as new members of the
Supervisory Board of Czech Airlines with effect as

of 10 April 2007. At the end of the Company’s
Extraordinary General Meeting on 10 April 2007,
Extraordinary Supervisory Board Meeting No 04A-07 was
held, where the Chairman was elected Ivan Ko&arnik and
the First Vice-Chairman Tomds$ Uvira. Ordinary Supervisory
Board Meeting No 04-07 of 23 April 2007 co-opted Jan
Buirgermeister as an alternate member of the Supervisory
Board. His co-option was confirmed by the Company’s
Annual General Meeting held on 27 June 2007; he was
appointed to the position with effect as of 27 June 2007.
This General Meeting also removed Katefina Malechovd
from office as a member of the Supervisory Board and
appointed Daniela Koval¢ikovd a member of the
Supervisory Board as of 27 June 2007.

In the final quarter of 2007, employee elections of
members representing them on the Supervisory Board
took place at Czech Airlines. In the light of the results of
the elections, the Main Electoral Commission decided that
Supervisory Board members representing employees
would be Du3an Horék and Tom&$ Brabec with effect

as of 12 December 2007, and Jaroslav Lorenc and Radomil
Kratochvil with effect as of g April 2008.

Supervisory Board activities in the reporting period

In 2007 and to date in 2008, the Supervisory Board
focused on its supervisory activities, thus fulfilling the
tasks required of it in keeping with its reinforced powers
under the Company’s Articles of Association.



The Supervisory Board acquainted itself with the
independent auditor’s report to the shareholders of Czech
Airlines of 30 April 2008. The auditing company is Deloitte
Audit s.r.o. (Licence No 79), represented by the auditor
Michal Petrman (Licence No 1105). The auditor’s verdict
on the financial statements, prepared in accordance with
Czech accounting regulations and, for the consolidated
financial statements, International Financial Reporting
Standards, was issued pursuant to an audit of the financial
statements of Czech Airlines, i.e. the balance sheet for the
year ended 31 December 2007, the profit and loss account,
the statement of changes in equity, and the cash flow
statement for the year then ended, as well as the notes

to the financial statements, including a description of
significant accounting policies used.

The audit was conducted in accordance with the Act on
Auditors and International Auditing Standards and the
related application clauses of the Chamber of Auditors of
the Czech Republic; the Company’s statutory body is
responsible for the preparation and fair presentation of the
financial statements. The auditor’s report states that:
— the financial statements prepared in accordance with
accounting regulations of the Czech Republic give
a true and fair view of the financial position of Ceské
aerolinie a.s. as of 31 December 2007, and of its financial
performance and its cash flows for the year then ended.

CZECH AIRLINES | ANNUAL REPORT 2007

— the financial statements prepared in accordance with
International Financial Reporting Standards as adopted
by the EU give a true and fair view of the financial
position of Ceské aerolinie a.s. consolidation group
as of 31 December 2007, its financial performance and
its cash flows for the year then ended.

The auditor also examined the factual of the information
included in the related party transactions report of Czech
Airlines for the year ended 31 December 2007, which is
included Annual Report, the preparation of which is the
responsibility of the Company “s Statutory Body. The review
was conducted in accordance with International Standards
on Review Engagements (ISRE) 2400 and the related
application guidelines issued the Chamber of Auditors of
the Czech Republic. Based on this review, the auditor
discovered no material misstatements in the disclosures in
the related party transactions report issued by Czech
Airlines as at 31 December 2007.

The auditor also examined the Annual Report for
compliance with the financial statements prepared under
Czech accounting regulations, in accordance with
International Standards on Auditing and the related
application guidelines issued by the Chamber of Auditors
of the Czech Republic. Based on this examination, the
auditor expressed the opinion that the information
included in the Annual Report is consistent, in all material
respects, with the financial statements referred to above.

The Czech Airlines Supervisory Board examined the
audited financial statements for 2007, prepared in
accordance with accounting regulations valid in the Czech
Republic, and the consolidated financial statements
prepared in accordance with International Financial
Reporting Standards (IFRS) as adopted by the EU, and
recommends that the Czech Airlines General Meeting
approve them.

The Czech Airlines Supervisory Board has examined and
recommends that the Czech Airlines General Meeting
approve the proposal of the Czech Airlines Board of
Directors regarding the distribution of the Company’s
profit from 2007, determined in accordance with Czech
accounting rules, amounting to CZK 206,600,039.43,

i.e. the allocation of 5% of the profit, CZK 10,330,001.97, to
statutory reserves in accordance with Article 44(3) of the
Company’s Articles of Association, with the remaining
profit to be transferred to Retained Earnings.






The Czech Airlines Supervisory Board has examined the
Czech Airlines related party transactions report as

at 31 December 2007, which was drawn up and
subsequently approved by the Board of Directors on

25 March 2008 in accordance with Section 66a of the
Commercial Code and is part of the Annual Report.

The Czech Airlines Supervisory Board states that the
Company’s Board of Directors is responsible for the
completeness and correctness of the related party
transactions report. The Supervisory Board hereby takes
due note of the fact that the auditor discovered no
circumstances indicating that the information specified in
the report is materially incorrect. The Czech Airlines
Supervisory Board found no errors or incomplete
information in the report, and has no reservations
regarding the report presented to it.

The Czech Airlines Supervisory Board has acquainted itself
with the Czech Airlines Annual Report for 2007. The report
contains information about important circumstances
characterizing the material and financial results of the
Company in the second year of the 2006—008 OK Strategy,
i.e. the approved three-year restructuring programme.

The Supervisory Board states that the Company’s Board of
Directors is responsible for the correctness of the
information disclosed in the Annual Report, and duly notes
the auditor’s opinion that the information presented in the
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Annual Report complies, in all material respects, with the
Company’s financial statements drawn up under Czech
accounting regulations for the year ended

31 December 2007. Against this background, the
Supervisory Board recommends that the General Meeting
approve the Annual Report.

The Supervisory Board discussed the Evaluation of the
Fulfilment of the 2006—2008 OK Strategy, approved by the
2006 Annual General Meeting as ‘another measure’ within
the meaning of Section 193(1) of the Commercial Code,
and notes that the 2006-2008 OK Strategy was fulfilled in
all key indicators in 2007.

The Supervisory Board scrutinized the material for the
2009—2013 Czech Airlines Strategy, which follows up on
the 2006—2008 OK Strategy, and considers the 20092013
Czech Airlines Strategy to offer a general framework for the
business activities of Czech Airlines between 2009 and
2013. The approval of specific steps under this Strategy will
take place in conformity with the law, in particular the
Commercial Code, and with the Articles of Association

of Czech Airlines.

The Supervisory Board recommends that the General
Meeting approve the 2009—2013 Czech Airlines Strategy
and order the Board of Directors to continue steps in
accordance with this approved Strategy, the fulfilment of
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which is fundamental to the Company’s growth and
development; this Strategy will increase the value of Czech
Airlines for shareholders and potential strategic investors
and paves the way for the gradual coverage of accumulated
losses.

Prague, 21 May 2008

s

Ivan Kocérnik
Chairman of the Supervisory Board of Czech Airlines



INDEPENDENT
AUDITOR’S REPORT

TO THE SHAREHOLDERS
OF CESKE AEROLINIE A.S.

Having its registered office at: Ruzyné& Airport, 160 08 Prague 6
Identification number: 45795908
Principal activities: Commercial airline operations

Report on the Financial Statements in accordance
with accounting regulations applicable in the Czech
Republic

Based upon our audit, we issued the following audit report
dated 31 March 2008 on the financial statements prepared
in accordance with accounting regulations applicable in the
Czech Republic which are included in this annual report on
pages 109 to 150:

“We have audited the accompanying financial statements
of Ceské aerolinie a.s., which comprise the balance sheet
as of 31 December 2007, and the profit and loss account,
statement of changes in equity and cash flow statement for
the year then ended, and a summary of significant
accounting policies and other explanatory notes.

Statutory Body’s Responsibility for the Financial
Statements

The Statutory Body is responsible for the preparation and
fair presentation of these financial statements in
accordance with accounting regulations applicable in the
Czech Republic. This responsibility includes: designing,
implementing and maintaining internal control relevant to
the preparation and fair presentation of financial
statements that are free from material misstatement,
whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.
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Auditor’s Responsibility

Our responsibility is to express an opinion on these
financial statements based on our audit. We conducted our
audit in accordance with the Act on Auditors and
International Standards on Auditing and the related
application guidelines issued by the Chamber of Auditors
of the Czech Republic. Those standards require that we
comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance whether the
financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on
the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk
assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of
the financial statements in order to design audit
procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements give a true and fair
view of the financial position of Ceské aerolinie a.s. as

of 31 December 2007, and of its financial performance and
its cash flows for the year then ended in accordance with
accounting regulations applicable in the Czech Republic.”

Report on the Consolidated Financial Statements in
accordance with International Financial Reporting
Standards

Based upon our audit, we issued the following audit report
dated 18 April 2008 on the consolidated financial
statements prepared in accordance with International
Financial Reporting Standards which are included in this
annual report on pages 69 to 108:

“We have audited the accompanying consolidated financial
statements of Ceské aerolinie a.s., which comprise the
balance sheet as of 31 December 2007, and the income
statement, statement of changes in equity and cash flow
statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

Statutory Body’s Responsibility for the Financial
Statements

The Statutory Body is responsible for the preparation and
fair presentation of these financial statements in
accordance with International Financial Reporting
Standards as adopted by the EU. This responsibility
includes: designing, implementing and maintaining



internal control relevant to the preparation and fair
presentation of financial statements that are free from
material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in
the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these
financial statements based on our audit. We conducted our
audit in accordance with the Act on Auditors and
International Standards on Auditing and the related
application guidelines issued by the Chamber of Auditors
of the Czech Republic. Those standards require that we
comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance whether the
financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on
the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk
assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of
the financial statements in order to design audit
procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.
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Opinion

In our opinion, the consolidated financial statements give
a true and fair view of the financial position of Ceské
aerolinie a.s. consolidation group as of 31 December 2007,
and of its financial performance and its cash flows for the
year then ended in accordance with International Financial
Reporting Standards as adopted by the EU.”

Report on the Related Party Transactions Report

We have also reviewed the factual accuracy of the
information included in the related party transactions
report of Ceské aerolinie a.s. for the year ended

31 December 2007 which is included in this annual report
on pages 154 to 163. This related party transactions report
is the responsibility of the Company’s Statutory Body. Our
responsibility is to express our view on the related party
transactions report based on our review.

We conducted our review in accordance with International
Standard on Review Engagements (ISRE) 2400 and the
related application guidelines issued by the Chamber of
Auditors of the Czech Republic. Those standards require
that we plan and perform the review to obtain moderate
assurance as to whether the related party transactions
report is free of material factual misstatements. A review is
limited primarily to inquiries of Company personnel and
analytical procedures and examination, on a test basis, of
the factual accuracy of information, and thus provides less
assurance than an audit. We have not performed an audit
of the related party transactions report and, accordingly, we
do not express an audit opinion.

Nothing has come to our attention based on our review
that indicates that the information contained in the related
party transactions report of Ceské aerolinie a.s. for the year
ended 31 December 2007 contains material factual
misstatements.

The Company has decided not to disclose amounts under
related party contracts citing business secrecy restrictions.
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Report on the Annual Report

We have also audited the annual report for consistency
with the financial statements in accordance with
accounting regulations applicable in the Czech Republic.
This annual report is the responsibility of the Company’s
Statutory Body. Our responsibility is to express an opinion
on the consistency of the annual report and the financial
statements based on our audit.

We conducted our audit in accordance with International
Standards on Auditing and the related application
guidelines issued by the Chamber of Auditors of the Czech
Republic. Those standards require that the auditor plan
and perform the audit to obtain reasonable assurance
about whether the information included in the annual
report describing matters that are also presented in the
financial statements is, in all material respects, consistent
with the relevant financial statements. We believe that our
audit provides a reasonable basis for our opinion.

In our opinion, the information included in the annual
report is consistent, in all material respects, with the
financial statements referred to above.

In Prague on 30 April 2008

A

Audit firm:

Deloitte Audit s.r.o.
Certificate no. 79
Represented by:

/i

Michal Petrman
statutory executive

Statutory auditor:

Michal Petrman
certificate no. 1105
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For the Years Ended 31 December 2007 and 2006

GENERAL INFORMATION
Directors as at 31 December 2007

Board of Directors:
Radomir Lagdk (Chairman)
Jiti Devit (Vice-Chairman)
Lubog Cerny (Member)
Tomas Heczko (Member)
Jan Jantk (Member)

Peter Jusko (Member)
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INCOME STATEMENTS

For the Years Ended 31 December 2007 and 2006
Consolidated

70

USD ‘ooo Notes 2007 2006
restated
Revenues 3 1,188,129 1,063,876
Other operating income 4 13,839 18,365
1,201,968 1,082,241
Cost of materials and services 5 (838,994) (778,715)
Staff costs 6 (247,442) (203,144)
Depreciation n (75,300) (75,924)
Other operating expenses 7 (21,050) (19,800)
Foreign exchange differences (2,529) 9,229
Profit from operations 16,653 13,887
Interest expense, net 8 (19,928) (13,693)
Other financial expense, net 9 (5,550) (1,569)
Loss before taxation (8,825) (1,375)
Income tax gain / (expense) 23 18,484 (4,856)
Net profit / (loss) for the year 10 9,659 (6,231)
Earnings per share (USD) 10 35.31 (22.78)
Notes 1 to 34 form an integral part of these financial statements.
BALANCE SHEETS
As at 31 December 2007 and 2006
Consolidated
USD ‘ooo Notes 2007 2006
restated
ASSETS
Non-current assets
Property, plant and equipment, net 1 908,894 626,678
Intangible assets, net 12 16,196 13,387
Financial assets available-for-sale 14 1,021 1,041
Long-term derivative financial instruments 22 1,020 6,359
Long-term receivables 15 7,948 7,487
935,079 654,952
Current assets
Inventories 16 29,519 29,157
Short-term derivative financial instruments 22 30,856 4,516
Trade and other receivables, net 17 126,706 126,888
Cash and cash equivalents 18 27,529 46,043
214,610 206,604
Assets held for sale 13 21,853 114,879
Total assets 1,171,542 976,435
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USD ‘ooo Notes 2007 2006
restated
EQUITY AND LIABILITIES
Capital and reserves
Share capital 19 151,317 131,036
Non-distributable reserves 20 3,712 3,214
Revaluation reserve 20 40,018 11,047
Retained earnings 155,603 141,497
Profit / (loss) for the period 10 9,659 (6,231)
Foreign exchange differences from translation of financial statements to the presentation currency 1,192 (518)
361,501 280,045
Non-current liabilities
Interest-bearing loans and borrowings 21 2,617 15,967
Finance lease obligations 24 347,416 189,716
Long-term derivative financial instruments 22 847 3,776
Deferred tax liability, net 23 49,378 56,838
400,258 266,297
Current liabilities
Provisions for liabilities and charges 27 17,066 7,037
Trade and other payables 25 188,996 179,863
Prepaid traffic documents 26 76,752 78,702
Short-term interest-bearing loans and borrowings 21 36,554 101,956
Current portion of finance lease obligations 24 59,759 36,571
Short-term derivative financial instruments 22 24,639 16,983
403,766 421,112
Liabilities held for sale 13 6,017 8,981
Total equity and liabilities 1,171,542 976,435

Notes 1 to 34 form an integral part of these financial statements.
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STATEMENTS OF CHANGES IN EQUITY

For the Years Ended 31 December 2007 and 2006
Consolidated
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USD 'ooo Share  Non-distributable Revaluation Retained  Foreign exchange Total
capital reserves reserve earnings difference *

Balance as at 1 January 2006 111,254 2,729 8,587 124,114 402 247,086
Changes in accounting policies - - - (4,382) - (4,382)
Restated opening balance 111,254 2,729 8,587 119,732 402 242,704
Revaluation gain/(loss) (Note 20):

— financial assets available-for-sale - - (3,778) - - (3,778)
— interest rate swaps - - 452 - - 452
— commodity swaps - - 5,641 - - 5,641
— foreign currency derivatives — - (16,503) - - (16,503)
— foreign currency exposure hedge - - 18,788 - - 18,788
Deferred tax on revaluation gains / (losses) (Note 20) - - (2,140) - - (2,140)
Net gains not recognised in the income statement — - 2,460 - — 2,460
Net loss for the year - - - (6,231) - (6,231)
Foreign exchange difference ** 19,782 485 - 21,765 (920) 41,112
Balance as at 31 December 2006 131,036 3,214 