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LIST PREDSTAVENSTVA
LETTER FROM THE BOARD OF DIRECTORS

SAEF’s history will record 2007 as a very important and successful year. The Fund has confirmed its investment strategy oriented
primarily on early stage innovative projects and added two additional companies to the portfolio. Also during this period, the Fund
realized the sale of two companies and commenced planning activities for its legacy operation, which will support entrepreneurs in
the SME sector in Slovakia.

The $3.4 million USD acquisition of majority interest in the start up company NewDiesel, signed in November 2006, represents

the most significant transaction of the Fund during fiscal year 2007.

In August 2007, SAEF acquired an ownership interest in CarDealer, an online operating company focused on intermediation of
sales of vehicles. The company provides web-based applications (tools and programs) that help dealers sell road vehicles and

related services. The web site connects consumers with local car dealers.

In the wake of massive consolidation in the Slovak meat industry, the Fund sold its share in Maso Spis to a strategic investor,
thereby protecting its investment against an anticipated decline in value. SAEF’s presence in the wood industry also came to an
end with the turnaround of Slovlepex and sale to a management group. These transactions brought not only cash proceeds to the
Fund but also enabled it to redirect its resources to the new portfolio of early stage companies. Throughout 2007, the investment

team succeeded in strengthening the network in two main industries -- information technology and renewable energy.

SAEF continued its ongoing cooperation and collaboration with Slovak universities, institutions supporting small and medium-
sized businesses (National agency for development of SME’s, Regional entrepreneurship centers, technological incubators) and
science & research institutions (Slovak Academy of Science). The Fund’s activities and achievements were presented at two
international conferences — “InQb 2007” and “Supporting Starting Entrepreneurs through Advisory Centers and Incubators,” which

took place in Bratislava.

Last August, a new member joined the Fund’s Board of Directors — Ms Mary MacPherson — an expert with experience in the
areas of technology, entrepreneurship and non-profit management. She is making a great contribution to the Fund just as it

prepares for its legacy activities.

We would also like to take the opportunity here to thank his Excellence Vincent Obsitnik, the new US Ambassador, for his warm
and cordial welcome and his support in fulfiling SAEF’s mission. We also want to recognize the SAEF staff for their efforts during
another challenging year. In addition to thanking the Slovak members our Board we want to once again acknowledge the
importance of the cooperation and support we continue to receive from our colleagues at the U.S. Agency for International

Development. All these efforts are greatly appreciated.



EKONOMICKY PREHLAD
ECONOMIC OVERVIEW

V roku 2007 predstavoval narast HDP rekordnu vysku 9.5 % v porovnani s predchadzajtcim rokom. K prehriatiu slovenske;
ekonomiky zatial nedochadza pretoze rast miezd je eSte stale niz8i ako rast produktivity. Viyhlad budiceho ekonomického

vyvoja je nadalej pozitivny nakolko rast hospodarstva by mal pokracovat aj v dalSich rokoch.

Hlavné ekonomické ukazovatele

Merané v 2003 2004 2005 2006 2007*
Rast HDP % 4.5 5.5 6.0 8.8 9.5
Inflacia % 85 7.6 2.7 4.4 2.7
Nezamestnanost % 15.6 14.3 1.7 94 7.9
Priemerna mesacna mzda SKK 14362 15825 16816 18761 19514

Zdroj: Statisticky urad, NBS, MF SR
*— odhad

Full-year 2007 GDP growth witnessed a record-high of 9.5 % year-over-year. There are no signs of overheating of the
Slovak economy with wage growth below productivity. Overall outlook is positive as economic growth is expected to continue

for next year.

Key economic indicators

Measured by 2003 2004 2005 2006 2007*
GDP Growth % 4.5 5.5 6.0 8.8 9.5
Inflation % 8.5 7.6 2.7 4.4 2.7
Unemployment % 15.6 14.3 11.7 9.4 7.9
Average Monthly Salary SKK 14362 15825 16816 18761 19514

Source: The Statistical Office, National Bank of Slovakia, Ministry of Finance
* — estimate



SAEF
SAEF

Historia

Slovensko-americky podnikatelsky fond bol zaloZeny ako neziskova spoloénost typu fondu rizikového kapitalu v roku 1991
vladou Spojenych $tatov americkych na zéklade Zakona na podporu demokracie vo vychodnej Eurépe z roku 1989. Fond
vznikol na podporu transformacie Ceskej a Slovenskej republiky a ich integracie do globalnej trhovej spolognosti. Zdroj jeho
kapitalu predstavuju finanéné prostriedky darovych poplatnikov Spojenych Statov americkych, ktoré pre €innost Fondu
schvalil Kongres Spojenych Statov americkych. Podobné fondy vznikli v ostatnych stredoeurépskych krajinach, krajinach
byvalého Sovietskeho zvézu a v Juhoafrickej republike. V roku 1996 sa rozhodlo o sustredeni vSetkych novych aktivit Fondu
prevazne na Slovensku republiku.

Misia a vizia

Slovensko-americky podnikatelsky fond je spoloCnost, ktorl tvoria skuseni investi¢ni odbornici odovzdani Uspe$nému
rozvoju malych a strednych sikromnych slovenskych firiem, ako aj podpore rozvoja stkromného sektoru. Nie sme vSak
pasivnym investorom. Aktivne monitorujeme svoje portféliové spoloénosti, podporujeme ich manazment a spolo¢nostiam
poskytujeme technickll podporu slUZiacu na zvy$enie ich efektivnosti a kvality

History

SAEF was established in 1991 as a nonprofit venture capital fund under the Support for Eastern European Democracy Act of
1989 (the "SEED Act") in order to support the transition of the Czech and Slovak Republics to a global free-market economy.
It is funded by U. S. taxpayers through appropriation by the U. S. Congress. Similar funds were established in other Central
European countries, former countries of the Soviet Union, and South Africa. In 1996, it was decided that for the foreseeable
future SAEF would focus all new activities primarily in the Slovak Republic.

Mission and Vision

SAEF is staffed by experienced professionals dedicated to successful development of commercially viable small and
medium-size private Slovak businesses, as well as to encourage private sector development. Not a passive investor, SAEF
actively monitors its portfolio companies, providing support to management as well as technical assistance grants for
strengthening the investment companies’ efficiency and quality controls.



Investicie

SAEF vyhladava investi¢né prileZitosti v roznych odvetviach hospodarstva a sluzieb, pri¢om poskytuje finanéné zdroje vo
forme rizikového kapitalu.

Preferujeme najma investicie do sikromnych slovenskych firiem riadenych skisenymi slovenskymi manazérmi. Prioritou je
investovanie do vysoko inovativnych podnikov v odvetviach IT, biotechnoldgii, obnovitelnych zdrojov energie a inych high-
tech odvetvi.

Vizorom pre investicie Fondu je sukromna spoloCnost disponujuca Uplnym a Zivotaschopnym podnikatelskym zamerom,
skusenym a déveryhodnym manazmentom, potencialom rastu, pozitivnym dopadom na zamestnanost' a Zivotné prostredie.

Investiéna faza Fondu skonéi v marci 2008 a po tomto termine sa uz nebudu realizovat Ziadne nové investicie.

Investment Highlights

SAEF seeks investment opportunities in various sectors of the economy while providing financial resources in the form of
equity funding, or a combination of equity financing and debt.

The priority of SAEF is investing in highly-innovative businesses operating especially in the sectors of IT, biotech, renewable
sources of energy and other high-tech industries.

SAEF’s current model for investment is a private company, which presents a complete and sound business plan, which
possesses an experienced and credible management team, and has growth and income potential that will have a positive

impact on both employment and the environment.

The Fund will be fully invested in March 2008 and is not permitted to make further new investments.



AKTIVITY FONDU
FUND’S ACTIVITIES

MiPniky

Od zaciatku svojej existencie do konca septembra 2007 SAEF celkovo preinvestoval priblizne 55 miliénov USD. Z toho,
vramci Priamych kapitalovych investicii iSlo 50,5 miliona USD do 50 slovenskych spolocnosti vo forme navySenia
zakladného imania (32 miliona USD) alebo tveru (18,5 miliona USD). Prostrednictvom Malého Gverového programu poskytol
Fond Gvery v hodnote 4,5 miliéna USD do 51 spolo¢nosti.

Slovensko-americky podnikatel'sky fond od svojho rozhodnutia zameriavat sa na investicie na Slovensku nadobudol po¢as
svojej ¢innosti mnoho cennych skisenosti v oblasti investovania do malych a strednych podnikov. Ich vyuZzivanie ovplyviuje
Uspesnost rozhodnuti a efektivitu vysledkov.

Milestones

Through September 2007, SAEF invested approximately $55 million USD in total. Of that, $50.5 million went into 50 Slovak
companies in the form of equity ($32 million) or loans ($18.5 million) under the Direct Investments Program. The Small Loan
Program has provided $4.5 million to 51 companies.

Since choosing Slovakia as its target market, SAEF has developed invaluable knowledge about the small and medium sized
business sector in the country, which has affected its current investment model.



Priame investicie

Priame kapitalové financovanie reprezentuje finanény produkt, pri ktorom Fond nadobuda obchodny podiel v cielove;
spolo¢nosti. Nadobudnutie podielu Fond realizuje navySenim zakladného imania alebo priamym odkupom obchodného
podielu. Poskytnuté finanéné prostriedky Fondu tak funguju ako katalyzator rastu spoloCnosti. V €asovom horizonte
niekolkych rokov sa akcelerovany rast prejavi zvySenim hodnoty spolo¢nosti a teda aj podielu Fondu. V tejto faze je Fond
pripraveny k odpredaju svojho podielu strategickému investorovi, manazmentu, spoloénikovi alebo inému zaujemcovi.
Cielovej spolo&nosti, v ktorej uz Fond vlastni obchodny podiel, mdzu byt poskytnuté aj dodatkové tverové zdroje. Uverové

financovanie umozruje podnikatelskym subjektom financovat svoje strednodobé aktivity formou pdzicky. Jednou z vyhod
takéhoto financovania je moznost odloZenia splatky istiny az na obdobie jedného roku.

Equity Investments

In the case of equity investments, the Fund increases or buys out part of the target company’s equity and becomes a
shareholder in the target company. Investments provided are aimed at accelerating the target company’s growth and thus
increasing the value of the company. After several years, the Fund, as a financial investor, achieves its returns from the sale
of its share to a strategic investor, current management, co-owner or a third party. In addition to equity investments, the
target company may also receive a loan. Our loan financing presents a mid-term capital instrument for the development and
expansion activities of the target company. One of the advantages of such financing is the possibility to defer payment of the
principal for up to one year.



Odborna pomoc

Cielom Fondu je posilnit Sance spolo¢nosti dosiahnut udrzatelny ekonomicky rast a zvysit ich konkurencieschopnost na
trhu.

Hlavnym cielom odbornej pomoci je poskytnutie odbornikov a technickych sluzieb k dosiahnutiu tohto ciefa. Investiény tim pri
analyze spoloénosti identifikuje slabé kli¢ové oblasti a navrhuje vhodné zdroje pre pomoc v tychto oblastiach. Formy
odbornej pomoci, ktori Fond doteraz poskytol, reprezentuju pracu konzultantov, podrobnejSie analyzy a prieskumy trhu,
Skolenia, certifikaciu ISO a pod.

Expert Assistance

SAEF’s goals for its portfolio companies are that they are able to achieve sustainable economic growth and to increase their
competitive advantage in the free market.

The primary purpose of SAEF’s Expert Assistance program is to provide experts and technical services to achieve these
goals. When the SAEF investment team identifies key areas of weakness, it identifies and considers which resources are
best suited to assist. These resources, granted thorough the program, include consultants; detailed analysis and market
research; training; and ISO certification.



SUCASNE INVESTICIE
CURRENT INVESTMENTS

Below is a description of the current portfolio:

ARDACO

Oblast’ podnikania:
Bezpecénost’ informaénych technolégii
Podiel Fondu v spolo¢nosti: 66%

Spolo¢nost Ardaco dodava systémy rieSiace komunikéciu, ochranu dokumentov, webovské sluzby, softvérové systémy
vioZzené do hardvéru a rieSenia vyuZivajuce elektronicky podpis a Sifrovanie od roku 2001. Hlavnymi poskytovanymi
technolégiami si PDMark a QSign.

PDMark je jedine¢na patentovana technolégia vyvinuta s ciefom pozdvihnut bezpeénost papierovych dokumentov na trover
bezpecnosti elektronickych dokumentov. QSign (zaruceny elektronicky podpis) je kvalitny néstroj pre ochranu elektronickych
dokumentov s garanciou pre administrativny a obchodny styk.

ARDACO
Type of business: IT Security
SAEF’s investment share: 66%

Since 2001, Ardaco has been delivering systems of communication and document security, web services, embedded
software systems in hardware and solutions using electronic signature and encryption. The company’s leading, proprietary
products are PDMark and QSign.

PDMark is a unique patented technology developed to bring the security level of paper documents to electronic documents.
QSign is a quality tool designed for the protection of electronic documents with a guarantee for administrative contacts.



CAR DEALER

Oblast’ podnikania: Internetové sluzby
Podiel Fondu v spolo¢nosti: 55 %

Car Dealer je spoloénost zamerana na sprostredkovanie predaja novych a predvadzacich vozidiel. Spoloénost poskytuje
nastroje a programy, ktoré pomahaju dilerom predavat auta a sluzby, a taktiez poskytuje aj vyrobcom prileZitost budovania
znacky prostrednictvom internetu.

Car Dealer vlastni a prevadzkuje automobilové stranky, zahffiajuc AutoOlymp.sk. AutoOlymp.sk poskytuje zékaznikom
informéacie o vozidlach a takisto ich spaja s lokalnymi dilermi. Ponuka sluzby predaja novych i ojazdenych vozidiel, financné
a reklamné sluzby spojené s tymto predajom a iné (napr. poistenie).

CAR DEALER

Type of business: Internet services
Fund'’s investment share: 55 %

CarDealer, Ltd. is an on-line operating company focused on intermediation of sales of new and demonstration vehicles. The
company provides tools and programs that help dealers to sell cars and services, as well as helps manufacturers to build
brands through visibility on the Internet.

It owns and operates automotive Web sites, including AutoOlymp.sk, which provide information to consumers about vehicles,

as well as connects consumers with local dealers. AutoOlymp offers a new vehicle purchasing service, demonstration car
program, finance requests, advertising services, and automotive related products and services.
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GOTIVE

Oblast' podnikania: Informaéné technoldgie
Podiel Fondu v spolo¢nosti: 48%

Spolo¢nost Gotive, zaloZzena v roku 2002, vyvija, vyraba a predava inovativne priemyselné mobilné komunikatory. Su uréené
pre pouzitie v oblastiach Cinnosti ako logistika, doprava, servis a udrzba zariadeni, bezpe€nostné a zachranné sluzby,
maloobchodny mobilny predaj a pod. Zakaznikmi st mobilni uzivatelia, ktori potrebuju vo velkej miere zhromazdovat
a triedit informéacie.

Pontkané mobilné komunikatory WEC (Wireless Enterprise Communicators) GOTIVE v sebe integruju viastnosti Spickového
mobilného telefonického aparatu a vykonného pocitaca.

GOTIVE
Type of business: Information Technology
SAEF’s investment share: 48%

Established in 2002, Gotive develops, produces and sells innovative enterprise mobile communicators for use in such fields
as transport; equipment service and maintenance, security and rescue services, and retail mobile sales. Customers are
mobile users who need to collect and analyze large amounts of data on-site.

Gotive’s mobile communicators -- WEC (Wireless Enterprise Communicators) -- integrate the features of a high-end mobile
phone and a powerful computer.
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NEW DIESEL

Oblast’ podnikania: Obnovitelné zdroje energie
Podiel Fondu v spoloénosti: 57 %

NewDiesel je najnovSou Clean-tech investiciou SAEFu do obnovitelnych zdrojov energie. NovozaloZena spolo¢nost’ bude
produkovat MERO (skratka pre Metylester repky olejnej) technologiou esterifikacie rastlinnych olejov.

MERO je hlavnou zloZkou bionafty, ktord& méze byt zmieSavand s beZznou naftou v [ubovolnom pomere. Je biologicky
odburatelnd a obsahuje nizsi obsah uhlovodikov, ¢im v porovnani s beznou naftou znizuje emisie CO2 0 50 %. Vyroba
bionafty v Eurdpe je podporovana Eurdpskou Uniou, vdaka &omu by mal objem vyroby v Eurépe vzrast z 1,5 mil. ton v roku
2003 na 10 mil. ton v roku 2010.

NEW DIESEL

Type of business:
Renewable Sources of Energy
Fund’s investment share: 57 %

NewDiesel is SAEF’s latest Clean-tech investment into renewable sources of energy. This newly established company will be
producing MERO (the acronym for Methyl Ester Rapeseed Oil) by transesterification of vegetable oils.

MERQ is the main part of biodiesel, which can be limitlessly blended with mineral diesel. It is biologically degradable and has
a lower content of polycyclic aromates, thus causing 50 percent lower emission of CO2, compared to mineral diesel. The
production of biodiesel in Europe is fostered by the European Union, and MERQ production in Europe is expected to grow
from 1,5 mil. tons in 2003 to 10 mil. tons in 2010.
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SILENTEL

Oblast’ podnikania: Bezpe¢na mobilna komunikacia
Podiel Fondu v spoloénosti: 100% dcéra spoloénosti ARDACO

Spolo¢nost Silentel (zaloZzena v roku 2002) sa zaobera vyvojom a tvorbou aplikacii na ochranu mobilnej komunikacie
a digitalnych informéacii. Zaobera sa aj vyvojom avyrobou autentifikaénych zariadeni na baze bezpe€nostnych Eipov.
Vyuziva pritom moZznosti mobilnych telefénov a komunikaénych zariadeni zaloZenych na otvorenych systémoch ako napr.
Symbian, Pocket PC alebo Palm. Produkty spolo€nosti su priamou odpovedou na mnoziace sa pripady nelegalneho
odpocuvania a naru$ovania stkromia.

Hlavnym produktom je SecureCall — softvérova aplikacia Sifrujca hovor cez GSM telefén, Uplne znemoziujuca jeho
odpoc€uvanie.

SILENTEL

Type of business: Secure Mobile Communication
Fund’s investment share: 100% daughter company of ARDACO

Silentel (established in 2002) is involved in the development and creation of applications for the protection of mobile
communications and digital information. It is also concerned with developing and producing authentication equipment based
on security chips. It uses the abilities of mobile phones and communication equipment based on open systems such as
Symbian, Pocket PC or Palm. Products of the company are a direct answer to an increasing number of illegal interventions
into privacy, including wiretapping.

The Company’s main product is Silentel SecureCall — a software application, which encrypts a GSM phone call and
absolutely thwarts its tapping.

13



PREDANE INVESTICIE
EXITED INVESTMENTS

Below is a description of the 2007 exited investments:

MASOSPIS

Oblast’ podnikania: Spracovanie masa
Podiel Fondu v spolo¢nosti: 41%

Spolo¢nost bola zalozena v roku 1991. Zaobera sa spracovanim vysekového mésa, vyrobou masovych vyrobkov a
distriblciou vlastnej produkcie. Sirokym sortimentom produktov prostrednictvom siete viastnych predajni pokryva najmé
oblast vychodného Slovenska.

Koncom roku 2003 po postaveni novej prevadzky, MasoSpi$ ako prvy na Slovensku spustil prevadzku na rozrabanie masa
podla noriem Eurdpskej Unie. Od roku 2005 spolo¢nost Uspesne spolupracuje so zahraniénymi partnermi v oblasti Skoleni
a personalneho leasingu Specialistov z oblasti masopriemyslu.

Reagujic na prebiehajlicu konsolidaciu v oblasti masopriemyslu na Slovensku, Fond pripravil spoloénost na predaj
strategickému investorovi.

MASOSPIS

Type of business: Meat Processing
Fund’s investment share: 41%

Established in 1991, its core business is the processing of sliced meat and the production and distribution of meat products
through its chain of retail stores located mainly in the eastern region of Slovakia.

MésoSpi$, with the construction of its new plant at the end of 2003, was the first Slovak company to process meat in
accordance with EU requlations. In 2005 the Company began successful cooperation with foreign partners in the field of

training and the personal leasing of meat-processing specialists.

Due to the consolidation of the Slovak meat processing market, the Fund sold MasoSpis to a strategic investor.
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SLOVLEPEX

Oblast’ podnikania: Spracovanie dreva
Podiel Fondu v spolo¢nosti: 100%

Spolo¢nost Slovlepex vznikla v roku 1995. Vyrobny program je zamerany na produkciu okennych eurohranolov zo
smrekového dreva. Tie su uréené na vyrobu vysokokvalithych celodrevenych okien ainym prevadzkam stolarskeho

priemyslu.

Po uspesnom restrukturalizatnom procese Fond predal svoj podiel v spolo¢nost.

SLOVLEPEX
Kind of business: Wood Processing
Fund’s share: 100%

Established in 1995, Sloviepex produces wooden glued euro scantlings. Made from the abundant supply of Slovak spruce
wood, the scantlings are semi-finished products used by window manufacturers and carpenters.

The Fund realized the sale of the company, after a successful turn-around of the Company.
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SPRAVA NEZAVISLEHO AUDITORA
INDEPENDENT AUDITORS’ REPORT

Predstavenstvu Czech and Slovak American Enterprise Fund

Uskutoénili sme audit prilozenych vykazov majetku, zavazkov a zostatkov fondu spoloénosti Czech and Slovak American
Enterprise Fund (dalej len ,Fond”), zostavenych ku driom 30. septembra 2006 a 2005 a sUvisiacich vykazov ziskov a strat
a zmien v zostatkoch fondu a vykazov pefiaznych tokov za roky konCiace 30. septembrom 2006 a 2005. Za zostavenie
Uctovnych zavierok zodpoveda manazment Fondu. NaSou zodpovednostou je na zéklade uskutocnenych auditov vyjadrit
nazor na tieto uctovné zavierky.

Okrem skuto&nosti popisanej v nasledujucom odseku, audit sme uskutoénili v sulade s auditorskymi Standardmi vSeobecne
akceptovanymi v Spojenych Statoch americkych a auditorskymi Standardmi aplikovatelnymi pre financné audity
obsiahnutymi v Auditorskych Standardoch pre vladne organizacie (Government Auditing Standards), vydanymi Generalnym
kontrolérom Spojenych Statov americkych. Podla tychto Standardov mame audit naplanovat a vykonat tak, aby sme ziskali
primerané uistenie, Ze uctovné zavierky neobsahuju vyznamné nespravnosti. Audit zahffia posudenie vnatornych kontrol vo
finanénom vykaznictve za Ucelom naplanovania vhodnych auditorskych postupov, nie vSak za Géelom vyslovenia nédzoru na
efektivnost vnitornych kontrol vo finanénom vykaznictve. Audit zahfiia overenie dokazov, ktoré dokladuju sumy a iné udaje
v U¢tovnej zavierke, na zaklade testov. Audit dalej obsahuje zhodnotenie pouzitych uctovnych principov a zhodnotenie
vyznamnych odhadov, ktoré uskuto¢nil manazment, ako aj zhodnotenie prezentacie Uctovnej zavierky ako celku. Sme
presvedéeni, Zze naSe audity poskytuju primerané vychodisko pre nas nazor.

KPMG Slovensko je licencovany auditor podla slovenského prava. Podla slovenského Zakona o audite, Slovenska komora
auditorov, ktora je ¢lenom Medzinarodnej federécie Uétovnikov (IFAC), je opravnend a mala, v minulosti, vykonat dozor na
nahodnej baze nad kontrolou kvality licencovanych auditorov. S platnostou od 1. januara 2008, bude Komora pozadovat
uskutoCnenie takychto kontrol licencovanych auditorov najmenej raz za tri roky. Nevieme stanovit, &i sa tieto kontroly
Slovenskej komory auditorov budu povazovat za externi kontrolu kvality nasho auditu uskutonenu nespriaznenou
auditorskou spoloénostou ako vyzaduje kapitola 3, odsek 3.49 Auditorskych Standardov pre vladne organizacie.

Podla n&Sho nazoru, vy3Sie uvedené uctovné zavierky vyjadruju verne vo vetkych vyznamnych skutoCnostiach finanénu
situaciu Czech and Slovak American Enterprise Fund ku diiom 30. septembra 2007 a 2006, ako aj vysledky hospodarenia a
pefazné toky za uvedené roky v sulade so vSeobecne akceptovanymi uctovnymi zasadami Spojenych Statov americkych.

Ako je vysvetlené v poznamke 2, Uctovna zavierka zahfiia investicie v hodnote $8 431 934 a $7 814 548 ku driom 30.
september 2007, respektive 2006, ktorych hodnoty boli odhadnuté predstavenstvom v désledku neexistencie dostupnych
trhovych hodnét. Takto odhadnuté hodnoty sa mézu vyznamne lisit od hodnét, ktoré by sa pouzili v pripade, ak by existoval
fungujuci trh s investiciami. Tieto rozdiely by mohli byt podstatné.

V sulade s Auditorskymi Standardmi pre vladne organizacie sme taktiez vydali spravu zo dna 19. novembra 2007, tykajucu

sa nasho nazoru na vnutorné kontroly vo finanénom vykaznictve Fondu a spravu o vysledkoch overovania stladu Cinnosti
Fondu s urcitymi ustanoveniami zakonov, nariadeni, zmliv a grantov. Ugelom tejto spravy je popisat rozsah nasho
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testovania vnitornych kontrol vo finanénom vykaznictve, sdlad s ustanoveniami a vysledky tohto testovania. Ugelom tejto
spravy nie je vyslovit nazor na vnutorné kontroly vo finanénom vykaznictve alebo sulad s ustanoveniami. Vydali sme tieZ
spravu zo dria 19. novembra 2007, tykajucu sa prehladu investicii Fondu v skratenom rozsahu. Tieto spravy su integralnou
sucastou auditu vykonaného v sulade s Auditorskymi Standardmi pre vlddne organizécie a pri posudzovani vysledkov nasho
auditu by mali byt ¢itané spolu s touto spravou.

KPmeé LT/ opf &m0,

KPMG Slovensko spol. s r.o.
Bratislava, Slovenska republika
19. novembra, 2007

Poznamka:

Napriek tomu, ze preklad do slovenského jazyka bol vypracovany s nalezitou odbornou starostlivostou, odpori¢ame
Citateflom a pouzivatefom tejto UCtovnej zavierky vzdy vychadzat z anglického originalu. V pripade rozporov alebo
pochybnosti je zavazna anglicka verzia
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To the Board of Directors
Czech and Slovak American Enterprise Fund

We have audited the accompanying Statements of Assets, Liabilities, and Fund Balance of the Czech and Slovak American
Enterprise Fund (‘the Fund”) as at September 30, 2007 and 2006, and the related Statements of Operations and Changes in
Fund Balance, and Cash Flows for the years then ended. These financial statements are the responsibility of the Fund’s
management. Our responsibility is to express an opinion on these financial statements based on our audits.

Except as discussed in the following paragraph, we conducted our audits in accordance with auditing standards generally
accepted in the United States of America and with the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States of America. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Fund’s internal control over financial reporting. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our audit opinion.

KPMG Slovakia is a licensed auditor as recognized under Slovak law. Under Slovak Act on Auditing, the Slovak Chamber of
Auditors, which is a member of the International Federation of Accountants (IFAC), is required and has, in the past,
performed quality control inspections of licensed auditors on a random basis. Effective from January 1, 2008, the Chamber
will be required to conduct such inspections of licensed auditors at least once every three years. We are unable to ascertain
whether such inspections by the Slovak Chamber of Auditors would qualify as an external quality control review by an
unaffiliated audit organization as required by Chapter 3, paragraph 3.49 of Government Auditing Standards.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the
Czech and Slovak American Enterprise Fund as of September 30, 2007 and 2006, and the results of its operations and cash
flows for the years then ended in conformity with accounting principles generally accepted in the United States of America.

As explained in note 2, the financial statements include investments stated at $8,431,934 and $7,814,548 at September 30,
2007 and 2006, respectively, whose values, in the absence of readily ascertainable market values, have been estimated by
the Board of Directors. These estimated values may differ significantly from the values that would have been used had a
ready market for the investments existed, and the differences could be material.

In accordance with Government Auditing Standards, we have also issued a report dated November 19, 2007, on our
consideration of the Fund’s internal control over financial reporting and on our tests of the Fund’s compliance with certain
provisions of laws, regulations, contracts, and grants. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. Furthermore, we have issued a report dated November 19, 2007,

18



on the Condensed Schedule of Investments of the Fund. These reports are an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with this report in considering the results
of our audit.

/(ﬂ/’?é: M " A D,

KPMG Slovensko spol. s r.o.
Bratislava, Slovak Republic
November 19, 2007
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VYKAZ MAJETKU, ZAVAZKOV A ZOSTATKOV FONDU

STATEMENTS OF ASSETS, LIABILITIES, AND FUND BALANCE

Ku diiom 30. septembra 2007 a 2006

(vyjadrené v US dolaroch)

Majetok
Investicie:

Investicie v obstaravacej cene

Nerealizované zisky a straty z investicii, netto

Investicie v realnej hodnote (poznamka 4)

Periazné prostriedky a ich ekvivalenty (poznamka 5)
Pohladavky z urokov a poplatkov, netto
Naklady buducich obdobi a iny majetok
Hmotny a nehmotny dlhodoby majetok, netto (poznamka 6)

Majetok spolu

Zavazky a zostatok fondu
Zavazky:
Zavazky a vydavky buducich obdobi
V/ynosy buducich obdobi z grantu (poznamka 7)
Zavéazky spolu
Zmluvné zavazky (poznamka 8)
Zostatok fondu:
Zostatok fondu
Kumulované kurzové rozdiely
Zostatok fondu spolu

Zavézky a zostatok fondu spolu
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2007

$12,425,226
(3,993,292)
8,431,934
9,966,583
46,776
46,047
81,415
$18,572,755

$276,424
8,447,971
8,724,395

4,275,411
5,572,949
9,848,360
$18,572,755

2006

$12,718,767
(4,904,219)
7,814,548
10,914,339
77,114
29,085
53,020
$18,888,106

$232,837
7,343,471
7,576,308

8,568,636
2,743,162
11,311,798
$18,888,106



VYKAZ MAJETKU, ZAVAZKOV A ZOSTATKOV FONDU

STATEMENTS OF ASSETS, LIABILITIES, AND FUND BALANCE

September 30, 2007 and 2006
(Expressed in United States dollars)
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Assets
Investments:
Investments at acquisition cost

Unrealized gains and losses on investments, net

Investments at fair value (note 4)
Cash and cash equivalents (note 5)
Accrued interest and fees receivable, net
Prepaid expenses and other assets
Fixed assets, net (note 6)

Total assets

Liabilities and Fund Balance
Liabilities:
Accounts payable and accrued expenses
Deferred grant revenue (note 7)
Total current liabilities
Commitments (note 8)
Fund balance:
Fund balance
Cumulative translation adjustment
Total fund balance
Total liabilities and fund balance

2007

$12,425,226
(3,993,292)
8,431,934
9,966,583
46,776
46,047
81,415
$18,572,755

$276,424
8,447,971
8,724,395

4,275,411
5,672,949
9,848,360
$18,572,755

2006

$12,718,767
4,904,219
7,814,548
10,914,339
77,114
29,085
53,020
$18,888,106

$232,837
7,343,471
7,576,308

8,568,636
2,743,162
11,311,798
$18,888,106



VYKAZ ZISKOV A STRAT A ZMIEN V ZOSTATKU FONDU

STATEMENTS OF OPERATIONS AND CHANGES IN FUND BALANCE

Za roky konciace 30. septembrom 2007 a 2006

(vyjadrené v US doléroch)

2007 2006
Vynosy z investicii
Uroky z Gverov $105,467 $120,273
Poplatky za administraciu investicii 95,566 16,185
V/ynosové bankoveé troky 374,562 331,409
Vynosy z investicii 575,595 467,867
Naklady
Mzdy a ostatné osobné naklady 783,009 573,739
Naklady na rozvoj programu 271,589 244,812
Pravne a iné profesionalne sluzby 202,222 270,236
Odpisy hmotného a nehmotného dlhodobého majetku 22,396 24,650
Zisk z predaja hmotného a nehmotného dihodobého majetku 2,406 (455)
N&jomné 87,411 77,960
Ostatné prevadzkove naklady 101,000 100,814
Néklady spolu 1,470,033 1,291,756
Strata z investi¢nej €innosti (823,889)
Realizovana strata z predaja investicii (4,884,682) (2,218,271)
Nerealizovany zisk (strata) z investicii, netto 1,485,895 2,561,895
Zmena zostatku fondu pred grantmi, netto (4,293,225) (480,265)
Granty
V/ynosy z grantu viady USA
Technicka pomoc poskytnuta po¢as roka (17,484)
Zostatok fondu
ZvySenie / (znizenie) zostatku fondu z prevadzkovej innosti, netto (4,293,225) (497,749)
ZvySenie kumulovanych kurzovych rozdielov 2,829,787 894,091
Zostatok fondu, pociato¢ny stav U¢tovného obdobia $11,311,798 $10,915,456
Zostatok fondu, konecny stav ictovného obdobia $9,848,360 $11,311,798
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VYKAZ ZISKOV A STRAT A ZMIEN V ZOSTATKU FONDU

STATEMENTS OF OPERATIONS AND CHANGES IN FUND BALANCE

For the years ended September 30, 2007 and 2006

(Expressed in United States dollars)
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2007 2006

Investment Income
Interest income $105,467 $120,273
Investment administration fees 95,566 16,185
Interest on bank deposits 374,562 331,409

Investment income 575,595 467,867
Expenses
Employee compensation and benefits 783,009 573,739
Program development 271,589 244,812
Legal and professional fees 202,222 270,236
Depreciation and amortization 22,396 24,650
Gain on sale of fixed assets 2,406 (455)
Occupancy 87,411 77,960
Other operating expenses 101,000 100,814

Total expenses 1,470,033 1,291,756

Net investment loss (894,438) (823,889)
Realized loss on sale of investments (4,884,682) (2,218,271)
Unrealized gain/(loss) on investments, net 1,485,895 2,561,895
Net decrease in fund balance before grants (4,293,225) (480,265)
Grants
U.S. Government grant revenue recognized -
Technical assistance grants given in the year (17,484)
Total fund balance
ggg r/gg(r)iz;se/(decrease) in fund balance resulting from (4,293,225) (497,749)
Increase in cumulative translation adjustment 2,829,787 894,091
Total fund balance, beginning of year $11,311,798 $10,915,456
Total fund balance, end of year $9,848,360 $11,311,798




VYKAZY PENAZNYCH TOKOV
STATEMENTS OF CASH FLOWS

Za roky konciace 30. septembrom 2007 a 2006

(vyjadrené v US dolaroch)
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2007 2006
Penazné toky z prevadzkovej cinnosti
(Znizenie)/zvySenie zostatku fondu, netto $(4,293,255) $(497,749)
Upravy (znizenia)/zvysenia zostatku fondu
0 nepefiazné operéacie, netto:
Strata z predaja investicii 4,884,682 2,218,271
Zmena nerealizovanych strat investicii (1,485,897) (2,561,895)
Odpisy hmotného a nehmotného dlhodobého majetku 22,396 24,650
Zisk z predaja hmotného a nehmotného dlhodobého majetku 2,409 (455)
Upravy obezného majetku a zavazkov:
Zmena stavu pohladavok z Grokov a poplatkov 8,676 (63,574)
Zmena stavu nékladov buducich obdobi a iného majetku (24,786) 28,967
Zmena stavu zavézkov a vydavkov buddcich obdobi 48,224 23,248
Cisty pefiazny tok pouZity v prevadzkovych ¢innostiach (837,521) (828,535)
Penazné toky z investinej ¢innosti
Prirastky investicii (5,739,793) (2,482,231)
Splatky uverov 1,701,074 644,148
Prijmy z vyradenia investicii 2,125,030 5,143,297
Obstaranie hmotného a nehmotného dihodobého majetku (29,820) (12,536)
Prijmy z vyradenia dlhodobého majetku 455
Cisty pefiazny tok pouzity v investiénych innostiach (1,943,509) 3,293,133
Penazné toky z financnej Einnosti
Cerpanie grantu viady USA 1,104,500 5,190,000
Cisty pefiazny tok z finanénych &innosti 1,104,500 5,190,000
Vplyv kurzovych rozdielov na pefiazné prostriedky a ich ekvivalenty 728,774 270,232
Cisté zvy3enie pefiaznych prostriedkov a ich ekvivalentov (947,756) 7,924,830
Stav periaznych prostriedkov a ich ekvivalentov na zaciatku roka 10,914,339 2,989,509
Stav penaznych prostriedkov a ich ekvivalentov na konci roka $9,966,583 $10,914,339




VYKAZY PENAZNYCH TOKOV
STATEMENTS OF CASH FLOWS
For the years ended September 30, 2007 and 2006

(Expressed in United States dollars)
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2007 2006
Cash flows from operating activities
Net increase/(decrease) in fund balance $(4,293,255) $(497,749)
Adjustments to reconcile net (decrease)/increase in fund balance to
net cash used in operating activities:
Realized loss on sale of investments 4,884,682 2,218,271
Movement in unrealized gains and losses on investments (1,485,897) (2,561,895)
Depreciation and amortization 22,396 24,650
Gain on sale of fixed assets 2,409 (455)
Changes in operating assets and liabilities:
Accrued interest and fees receivable 8,676 (63,574)
Prepaid expenses and other assets (24,786) 28,967
Accounts payable and accrued expenses 48,224 23,248
Net cash flow used in operating activities (837,621) (828,535)
Cash flows from investing activities
Additions to investments (5,739,793) (2,482,231)
Proceeds from repayment of investments in loans 1,701,074 644,148
Proceeds from disposals of investments 2,125,030 5,143,297
Purchases of fixed assets (29,820) (12,536)
Proceeds from disposal of fixed assets - 455
Net cash used in investing activities (1,943,509) 3,293,133
Cash flows from financing activities
Increase in deferred grant revenue 1,104,500 5,190,000
Net cash flow from financing activities 1,104,500 5,190,000
Effect of exchange rate movements on cash and cash equivalents 728,774 270,232
Net increase in cash and cash equivalents (947,756) 7,924,830
Cash and cash equivalents at beginning of year 10,914,339 2,989,509
Cash and cash equivalents at end of year $9,966,583 $10,914,339
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