SIMPLY CLEVER

PEOPLE BEHIND SKODA



We stand on firm foundations built over a long history and tradition

of automobile manufacturing. We offer attractive, functional, practical,

and elegant vehicles at a high level of quality. We managed to further reinforce
our positions in key world markets in 2008, despite the ongoing financial crisis.
We are well prepared to meet growing competitive pressures and the knowledge
and innovation of our people give us the strength and capacity to successfully
face the risks and challenges to come.



SKODA AUTO
A COMPANY WITH A TRADITION
AND A FUTURE







6/4,550

Skoda-brand vehicles were delivered
to customers worldwide.

2,000,000

vehicle of the highly successful Skoda Octavia model line
rolled off the assembly line in March.
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SELECTED DATA
AND FINANCIAL FIGURES ACCORDING TO IFRS

Skoda Auto Group Skoda Auto Company
2006 2007 2008 2006 2007 2008
Volume Data*
Deliveries to Skoda customers vehicles 549,667 630,032 674,530 549,667 630,032 674,530
Sales vehicles 562,251 619,635 625,819 555,202 623,085 622,090
Sales of Skoda cars vehicles 559,821 617,269 621,683 555,202 623,085 622,083
Production vehicles 556,347 623,291 606,614 556,433 623,529 603,247
Production of Skoda cars vehicles 556,347 622,811 603,981 556,433 623,529 603,247
Number of employees persons 27,680 29,141 26,695 26,738 27,753 25,331
of which: temporary persons 3,879 4,680 1,759 3,704 4,194 1,709
Profit and Loss Account
Sales CZK millions 203,659 221,967 200,182 189,816 211,026 188 572
Gross profit CZK millions 28,023 36,493 28,659 22,107 30,161 22,972
% of sales 13.8 16.4 14.3 11.6 14.3 12.2
Operating profit CZK millions 14,602 19,784 13,620 13,776 19,021 12,636
% of sales 7.2 8.9 6.8 7.3 9.0 6.7
Profit before income tax CZK millions 14,198 19,860 13,376 13,560 19,446 13,287
Profit before income tax-to-sales ratio % 7.0 8.9 6.7 7.1 9.2 7.0
Profit after income tax** CZK millions 11,062 15,982 10,818 10,882 15,892 11,267
Profit after income tax-to-sales ratio % 5.4 7.2 5.4 5.7 7.5 6.0
Balance Sheet/Financing
Fixed assets CZK millions 54,292 56,767 60,017 53,936 56,903 60,119
Current assets CZK millions 50,920 59,014 62,439 43,499 48,658 51,276
of which: lendings CZK millions 23,950 25,554 25,721 23,950 25,554 25,238
Equity** CZK millions 58,321 67,034 71,608 58,007 66,532 71,721
Non-current liabilities CZK millions 12,354 13,940 13,693 9,457 10,281 9,782
of which: nominal value of bonds CZK millions 2,000 2,000 2,000 2,000 2,000 2 000
Current liabilities CZK millions 34,537 34,807 37,155 29,971 28,748 29,892
of which: nominal value of bonds CZK millions 3,000 0 0 3,000 0 0
Total assets CZK millions 105,212 115,781 122,456 97,435 105,561 111,395
Cash flow from operating activities CZK millions 27,420 28,454 14,206 24,203 28,146 14,784
Cash flow from investing activities CZK millions (11,090) (13,785) (16,147) (10,910) (13,913) (14,445)
Cash flow from financing activities CZK millions (156) (11,387) (1,027) 68 (11,259) (1,623)
R&D expenditure CZK millions 4,701 5,459 5,461 4,701 5,459 5,461
Investment ratio % 4.1 49 5.6 4.3 49 5.4
Net liquidity CZK millions 21,157 27,403 18,272 19,352 25,154 18,353
Equity ratio % 55.4 57.9 58.5 59.5 63.0 64.4
Equity-to-fixed assets ratio % 107.4 118.1 119.3 107.5 116.9 1193
* Definitions of volume indicators are given in the table of selected terms and abbreviations on page 181.
** Figures for the consolidated group include minority shares.
VRN




LETTER
FROM THE CHAIRMAN

Dear friends and supporters
of the Skoda brand,

Allow me to sum up and assess the year
2008.

Although the past year brought many
external hurdles - from further price growth
in raw materials and a strong Czech Koruna
to a global financial crisis that had a very
palpable impact on worldwide trade and
commerce in the second half of the year -
2008 was a successful year for Skoda Auto
Group.

We sold nearly 675 thousand vehicles,

a new record in Skoda Auto Group history.
With the opening of our new Technology
centre building, we further reinforced our
position within Volkswagen Group's
technical development function.

Most of all, 2008 was about building our
positions in the emerging markets of Russia,
China and India. At the Delhi Motor Show
in India early in the year, we unveiled and
subsequently launched our smallest model,
the Skoda Fabia. As the year closed,
production and sale of the Fabia got
underway in China as well. In Russia, during
the year we continued to build a joint
manufacturing plant in Kaluga with the
Volkswagen Group, in execution of our plan
to manufacture vehicles there at a higher
knocked-down level.




In terms of new products, early 2008
brought the launch of the Skoda Fabia
Combi model line in world markets. The
main event, however, came in March with
the unveiling of the new generation of our
flagship: the Skoda Superb model line.

The new Superb gives its segment a new
dimension, thanks to its combination of
tasteful design with maximum practicality.

In direct proof of our commitment to
protecting the environment, we prepared

an environmentally-friendly version of this
model, entitled GreenLine. In the second
half of 2008, at the Paris Motor Show, we
introduced a rejuvenated Octavia, which has
been our most successful model for a long
time now. In the near future, fans of the
Skoda brand can look forward to an entirely
new vehicle in the A-SUV category, as well as
a Combi version of the Superb.

The global financial and economic crisis
that emerged in the past year could hardly
leave unscathed a sector as large and
important as the automotive industry.

In addition to direct impacts of financial
markets instability, in the second half

of the year we faced a substantial slump
in demand in major markets and ensuing
cuts in production.

The financial performance result we
achieved in 2008, in spite of a number of
negative factors, demonstrates our financial
strength and stability and confirmed that
we remain a robust and solvent business
partner even in difficult economic times.

The next year looks to be a complicated
one, both for us and for the automotive
industry as a whole. Our key task will be to
correctly assess the true depth of the
worldwide crisis, analyse and foresee its
impacts and find optimum solutions with
regard to the Group's long-term goals. We
are convinced that we have prepared
ourselves responsibly for this task.

In conclusion, allow me on behalf of the
entire Board of Directors to sincerely thank
all those who have played a role in our
brand’ success for their efforts, support and
dedication.

Reinhard Jung
Chairman of the Board of Directors




MILESTONES

OF THE YEAR 2008

January

- Combi version of new-generation Skoda
Fabia goes on sale in world markets

- New-generation Skoda Fabia presented at
international motor show in Delhi and
launched in Indian market

- "Traffic Safety Research” project launched

February

- Testing of Fabia Super 2000, specially
designed for motor racing, begins

- Production of Skoda Octavia begins at
Volkswagen Group plant in Bratislava,
Slovakia

March

- New-generation Skoda Superb unveiled
at Geneva Motor Show

- Skoda Auto Annual Press Conference held
and 2007 financial figures published

- Jubilee 2,000,000th Skoda Octavia car
produced

- Celebration held to mark opening of
Skoda Auto’s third protected work space
in Mlada Boleslav

April

- New-generation Skoda Superb vehicle
enters production in Kvasiny

- Skoda-brand vehicles presented at
international motor show in China

- Jubilee 2,000,000th Skoda Fabia produced

May

- New-generation Skoda Superb car
awarded five stars in Euro-NCAP safety
study

- For the sixteenth time, Skoda Auto is
general sponsor of the World Ice Hockey
Championships

- Skoda Auto wins tender to supply vehicles
to the Police of the Czech Republic

- Sustainable Development Report
2007/2008 published

June

- New-generation Skoda Superb goes on
sale in world markets

- Skoda-brand vehicles presented at
Autotec 2008, a vehicles show held in
Brno, Czech Republic

- Skoda Auto is official vehicle to the
48th annual International Film Festival
for Children And Youth in Zlin

July

- For the fifth time, Skoda Auto is general
partner of the Tour de France

- 35th annual Rally Bohemia begins under
patronage of Skoda brand

August

- Skoda Auto is official automotive partner
of the XXIXth Olympic Games in Beijing

- Launch of Skoda Plus, a program to
support sales of used cars in the
authorised dealer network

- New-generation Skoda Superb presented
at the international motor show in Moscow



September November List of awards won by Skoda brand

- Vrchlabi plant produces 1,000,000 - Rejuvenated Skoda Octavia launched in in 2008
vehicle since joining Volkswagen Group markets worldwide
- Skoda Auto supports Czech Team at - Production of Skoda Superb successor - Skoda Superb won a prestigious award in
Paralympic Games in Beijing vehicle begins in Aurangabad, India the COTY (Car of the Year 2009)
competition
October December - Skoda Octavia won the Automobile of the
- "Rejuvenated” Skoda Octavia unveiled - Construction of new technical Year 2008 award in a competition
at Paris Motor Show development centre in Mlada Boleslav organized by SAE China and Sina Auto
- Skoda brand presented at Autoshow Praha completed News
- Skoda Auto is general sponsor of World - The new Skoda Fabia won in two
Floorball Championships categories - Automobile of the Year 2008
- Skoda Fabia model enters production in Ukraine in the small and mid-sized cars
in China and is launched in local market category, and Best Cost-Benefit Ratio 2008

- Readers of Auto Bild Allroad chose the
Skoda Octavia 4x4 as the four-wheel drive
vehicle of the year 2008

- The Skoda Octavia Combi and the Skoda
Superb won the Company Car of the Year
2008 title in Germany in the mid-range/
import and upper mid-range/import
categories, respectively

- In the Driver Power 2008 survey by the
British magazine Auto Express, the Skoda
Octavia was named Best Car of the Year

- "One Tree Planted For Each Car Sold in
the Czech Republic” won the
Extraordinary Project award in the TOP
Corporate Philanthropist of the Year 2008
competition

- German newspaper Bild am Sonntag
awarded the Golden Steering Wheel 2008
for the best upper mid-range car to the
Skoda Superb

- Several Skoda Auto models win in the
Auto Trophy 2008 competition




SKODA AUTO AT HOME
AND IN THE WORLD

Only a handful of automobile manufacturers can boast of

a production tradition lasting continuously for over a century.
During its history, Skoda Auto has become a globally recognized
and sought after brand. Skoda Auto is one of the largest economic
groupings in the Czech Republic, and we are at home in Slovakia,
Germany, Poland, India, and Russia as well, thanks to our
subsidiaries and associates there. Skoda brand vehicles are sold
in 101 markets over the world.



SKODA AUTO GROUP PROFILE

Who We Are

Skoda Auto Group (the “Group”) is one of
the largest corporate groups in the Czech
Republic. It consists of the parent company,
SKODA AUTO a.s. (the “Company”) and its
fully consolidated subsidiaries:

SKODA AUTO a.s.
based in Mlada Boleslav,
Czech Republic

SkodaAuto Deutschland GmbH,

SKODA AUTO Slovensko, s.r.o.,

Skoda Auto Polska S.A.,

Skoda Auto India Private Ltd.

and the affiliate OO0 VOLKSWAGEN Rus.

SkodaAuto Deutschland GmbH
based in Weiterstadt, Germany
Skoda Auto stake: 100%

Skoda Auto India Private Ltd.
based in Aurangabad, India
Skoda Auto stake: 100%

SKODA AUTO Slovensko, s.r.o.
based in Bratislava, Slovakia
Skoda Auto stake: 100%

000 VOLKSWAGEN Rus
based in Kaluga, Russian Federation
Skoda Auto stake: 32.9%

Skoda Auto Polska S.A.
based in Poznan, Poland
Skoda Auto stake: 51%

SKODA AUTO a.s.

The parent company, SKODAAUTO as.,

is a Czech company with an automotive
manufacturing tradition that goes back over
a hundred years. It is one of the oldest
automotive brands in the world. The
Company’s principal businesses are the
development, manufacture and sale of
Skoda-brand automobiles, components,
genuine parts and accessories and the
provision of related repair and maintenance
services. From 18 July 2007, sole ownership
of the parent company, SKODA AUTO as.,
passed to Volkswagen International Finance
N.V. with its seat in Amsterdam, Kingdom of
the Netherlands. Volkswagen International
Finance N.V.is an indirect 100% subsidiary
of VOLKSWAGEN AG.




SkodaAuto Deutschland GmbH

This company was established in 1991. It has
been a subsidiary of SKODA AUTO a.s. since
1995. The company’s principal businesses
are the purchase and sale of vehicles,
genuine parts and accessories.

SKODA AUTO Slovensko, s.r.o.

This company was formed in 1993 as

a subsidiary of SKODA AUTO a.s. The
company’s principal businesses are the
purchase and sale of vehicles, genuine parts
and accessories.

10\

Skoda Auto Polska S.A.

This company was formed in 1994 and it
became a subsidiary of SKODA AUTO a.s.
in the same year. The company’s principal
businesses are the purchase and sale of
vehicles, genuine parts and accessories.

Skoda Auto India Private Ltd.

This company was established in 1999 as
subsidiary of SKODA AUTO a.s. and its
vehicle assembly operations commenced in
2001. The company’s principal businesses
are the purchasing, manufacture and sale of
vehicles, components, genuine parts,
accessories and other goods.

000 VOLKSWAGEN Rus

This company was established in 2006 by
VOLKSWAGEN AG, as sole owner, in
accordance with an agreement entered
into with the Russian Federation.

SKODA AUTO a.s. took a stake in

000 VOLKSWAGEN Rus in late 2006 and
the European Bank for Reconstruction and
Development (EBRD) became the third
shareholder in 2007. As of 31 December
2008, SKODA AUTO's stake was 32.9%,
VOLKSWAGEN AG held 54.9%, and the
EBRD held a 12.2% stake.

The company’s principal businesses are the
purchase, manufacture and sale of vehicles,
genuine parts and accessories.




Whence We Come

Only a very small number of the world’s
automobile manufacturers can boast an
unbroken tradition of motor vehicle
production spanning a period of one
hundred years. The road to today’s
prosperity began in 1895, when Vaclav
Laurin and Vaclav Klement began
manufacturing Slavia-brand bicycles. Just
four years later, Laurin & Klement began
manufacturing motorcycles.

1905

The first car, called the “Voiturette A", leaves
the factory gates and thanks to its quality
and attractive appearance soon gains

a stable position in the emerging
international automobile markets.

1907

Laurin & Klement set up a joint-stock
company that goes on to export cars to
markets the world over.

1908

Laurin & Klement's first major
accomplishment in the field of motor sport.
On arace track in Semmering, the motor
racing version of the “Model F” won all the
classes in which it started

1925

The Laurin & Klement automobile factory
merges with the Skoda machinery
manufacturing company in Plzen.

1930

ASAP (“Akciova Spole¢nost pro
Automobilovy Praimysl” - the Automotive
Industry Joint-stock Company) is founded
and begins using assembly-line production
methods, which are revolutionary

for their time.

1945

The enterprise is nationalised in the autumn
of 1945, and its post-war reconstruction
takes place under a new name: AZNP
(“Automobilové zavody, narodni podnik” -
Automotive Plants, National Enterprise).

1958

Skoda 450, the legendary cabriolet also
known as the Skoda Felicia, goes into series
production.

1987

Unveiling of the long-awaited Skoda Favorit,
a car with a modern design that later helps
to transform Skoda Auto.

1991

April 16 marks the beginning of a new
chapter in the Company’s history, when it is
acquired by the strategic partner
Volkswagen. Skoda becomes the
Volkswagen Group’s fourth brand.

1998

The Mlada Boleslav-based car
manufacturer changes its name from

Skoda automobilova a.s. to SKODA AUTO a.s.,
as itis known to this day.

Where We Stand

Since becoming a part of Volkswagen
Group, Skoda Auto has more than tripled its
production, significantly expanded its
product portfolio, and reinforced the Skoda
brand's image. Furthermore, it has built an
extensive sales and service network and
successfully established itself in
international markets.

Skoda Auto Group

- operates in over 100 markets all over the
world, in which it delivered 674,530
vehicles to customers in 2008; European
Union countries account for 67.5% of
sales (more on page 64);

- with total sales revenues of
CZK 200.2 billion 2008, Skoda Auto is
one of the largest corporate groups in the
new European Union Member States
measured by turnover (more on page 40);

- is a major employer; in 2008 it employed
atotal of 26,695 people, 1,364 of which
were in foreign subsidiaries (more on
page 69);

- in the Czech Republic, Skoda Auto has
taken lead rankings in recent years in the
“Largest Corporation” and “Most Admired
Corporation” categories of the CZECH
TOP 100;

- is the Czech Republic’s largest exporter,
with a 6.7%* share in the country’s
exports;

- has major capital holdings in companies
in both the Czech Republic and abroad,

-is a socially responsible company; in
2007, Skoda Auto declared adherence
to the principles of the Czech Code of
Corporate Governance (see page 23), is
a long-term supporter of a number of
public-benefit projects in the social area
(more on page 75), and continually
exhibits maximum care for the
environment (more on page 77).

* estimated for 2008




PRODUCT
PORTFOLIO

We're not letting up in our search for
new solutions. We develop and offer
products that remain faithful to the
unmistakable style typical of Skoda-
brand models. Our generous offering
full of imaginative ideas and interior
space solutions, including cargo space,
in keeping with “Simply Clever”, the
price/performance ratio of our vehicles
while upholding a high standard of
quality and environmental
consideration - those are the typical
characteristics and features that our
customers have come to expect from us
as a matter of course.

The Group’s principal business is
manufacturing and selling Skoda-brand
vehicles, genuine parts and automobile
accessories.

In 2008, the brand's product portfolio
includes the following model lines:

12

Skoda Fabia Skoda Roomster

segment: compact segment: small MPV

in production since: 1999, 2nd generation in production since: 2005
since 2007 model: hatchback

models: hatchback, variants: Roomster,
combi Style,

variants: Fabia, Sport,
Classic, Comfort,
Ambiente, Scout,
Sport, Praktik
Elegance, engine options: petrol engines
GreenLine 1.2 HTP/51 kW,

engine options:

petrol engines

1.2 HTP/44 kW,

1.2 HTP/51 kW,

1.4 MPI 16V/63 kW,
1.6 MPI 16V/77 kW
diesel engines™
1.4TDIPD/51 kW,
1.4TDI PD/59 kW™,
1.9TDI PD/77 kW

1.4 MPI 16V/63 kW,
1.6 MPI 16V/77 kW
diesel engines™
1.4TDIPD/51 kW,
1.4 TDI PD/59 kW,
1.9TDI PD/77 kW

-

e il



Skoda Octavia

Skoda Octavia Tour

segment: lower mid-range segment: lower mid-range
in production since: 2004 in production since: 1996
models: liftback, models: liftback,
combi combi
variants: Classic, engine options: petrol engines
Ambiente,™ 1.4 MPI/55 kW,
Elegance,™ 1.6 MPI/75 kW,
Laurin & Klement,”™ 1.8 T/110 kW
RS, diesel engines™
Scout” 1.9 TDI PD/74 kW,
engine options: petrol engines 1.9 TDI/66 kW
1.4 MPI/59 kW,
1.4 TSI/90 kW, Skoda Superb
1.6 MPI/75 kW, segment: upper mid-range
1.6 FSI/85 kW, in production since: 2001, 2nd generation
1.8 TSI/118 kW, since 2008
2.0 FSI/ 110 kw, model: limousine
2.0TSI/147 kW variants: Comfort,
diesel engines™ Ambition,
1.9 TDI PD/77 kW, Elegance,
2.0 TDI PD/103 kW, 4x4,
2.0 TDI CR/125 kW™ GreenLine
engine options: petrol engines
1.4 TSI/92 kW,

1.8 TSI/118 kW,

3.6 FSIV6/191 kW™
diesel engines™
1.9TDIPD/77 kW,
2.0 TDI PD/103 kW,
2.0 TDI CR/125 kW™

Combi model only
**  diesel engines with diesel particulate Filter (DPF)
for selected markets
**% a4x4 version of the Combi is also available
*HEE - 4x4 only
#REE% only RS

Other Product Lines

In addition to entire vehicles, the Company
also manufactures automobile components,
both for its own use and for other
Volkswagen Group companies. Thus, the
Company's product line also includes the
1.2 HTP 44 kW 6V and 1.2 HTP 51 kW 12V
low-volume engines and the MQ200
gearbox, noted for its high gear-shifting
conformity and low noise. Skoda Auto also
manufactures steel and cast-iron semi-
finished parts as well as engine and gearbox
components.
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TRANSPARENCY, CREDIBILITY,
MANAGEMENT QUALITY

14

Skoda Auto has an exclusive position in the Czech
business environment. It remains in this position
thanks to information openness and transparency,
among other factors. Skoda Auto subscribes

to the recommendations and rules laid down

by the Code of Corporate Governance based

on the OECD principles.



STATUTORY AND SUPERVISORY BOARDS
OF SKODA AUTO

Board of Directors

List of Members
of the Board of Directors

Reinhard Jung
Chairman of the Board of Directors
(since 1 October 2007)

Holger Kintscher
Member, Commercial Affairs
(since 1 September 2005)

Horst Miihl
Member, Production and Logistics
(since 1 January 2005)

Fred Kappler
Member, Sales and Marketing
(since 1 January 2004)

Klaus Dierkes
Member, Human Resources Management
(since 1 April 2008)

Eckhard Scholz
Member, Technical Development
(since 1 April 2007)

Allocation of Powers

and Responsibilities

The Chairman of the Board's Department is
responsible for compliance with customers’
requirements concerning product quality.
Other tasks in this area include planning
products, actively communicating with

the media and professional circles,

and organising meetings of senior
management teams.

“Commercial Affairs” is responsible for
financial planning, management, and
effective use of financial resources. It is also
tasked with securing information to meet
the needs of the Company’s management,
and to secure timely and economically
advantageous deliveries.

“Production and Logistics” is responsible for
the manufacture of vehicles, original parts
and accessories, power units and
components thereof, as well as logistical
activities and preparations for production.

“Sales and Marketing” is responsible for
marketing the vehicles, original parts, and
accessories produced by the Company.

“Human Resources Management”

is responsible for providing human
resources services, ensuring that all
Company employees are optimally
qualified, satisfied, and motivated. It also
communicates on the Company’s behalf
with various interest groups.

“Technical Development” is responsible for
new product development, styling, design,
tests, caring for vehicles in production, and
constantly improving the entire range of
Skoda brand products. It bears the same
responsibilities in relation to power train
components manufactured for other
Volkswagen Group brands.

/ \
/ \
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Members of the Board of Directors

Dipl.-Ing. Reinhard Jung (*1951)

A graduate of Lemgo Institute of
Technology, where he majored in
production technology, Mr. Jung joined
VOLKSWAGEN AG in 1974. Until the end of
1984, he worked first as a project engineer
and then as head of vehicle production
launch in various international projects. In
January 1985, he accepted the position of
project manager at the Volkswagen
Sarajevo plant. In 1986-88 he was the
VOLKSWAGEN AG head of international
production and was responsible for the
Europe area. From January 1989 to June
1993 he headed up various departments in
central planning in Wolfsburg and Salzgitter.
From July 1993 to December 1995 he was
in charge of Volkswagen brand production
management. From January 1996 to
February 2002 he was head of the
Volkswagen plant in Braunschweig. From
March 2002 to July 2004 he was President
of Volkswagen de Mexico, where he also
served as member of the Board of Directors
responsible for technical issues. From
August 2004 to September 2007 he was the
member of the Volkswagen Passenger Cars
Board of Directors responsible for
production and logistics. He has been
Chairman of the Board of Directors of
SKODA AUTO a.s. since October 2007.

Dipl.-Ing. Holger Kintscher (*1960)

A graduate of the Lippe Institute of
Technology where he majored in
Production Engineering, Mr. Kintscher
joined VOLKSWAGEN AG in 1987, initially
working in several positions in
Education/Training and Finance. From
January 1994 to March 1995 he was Deputy
Head of Finance at Volkswagen’s Poznan
plantin Poland, where subsequently - from
April 1995 to February 1997 - he served on
the Board of Directors with responsibility
for Commercial Affairs. From March 1997
to June 2000 he was in charge of the
Development and Product Controlling area
for Volkswagen's Commercial Vehicles
brand in Hannover and from July 2000 to
August 2005 he was its Chief Financial
Officer. He has been the member of the
Board of Directors of SKODA AUTO a.s.
responsible for Commercial Affairs since
September 2005.

Horst Miihl (*1947)

After serving an apprenticeship as a tooling
technician, Mr. Miihl graduated in
mechanical engineering from the Teutloff
School in Braunschweig. He joined
VOLKSWAGEN AG in 1969. In 1971-76 he
worked in the production planning area.
Starting in 1977 he worked as a department
head in the body shop and at the same time
he was appointed to the position of the
Jetta | project manager. In 1979-82 he
worked in the company TAS Sarajevo as
head of technical preparation. From the
year 1983 he was active at the Wolfsburg
plantin various senior positions in
production and logistics. In 1992-94 he was
head of logistics at SKODA AUTO a.s. and,
subsequently, starting in January 1995 he
was head of production and logistics of the
same brand. In 1996-2000 he served as
Director of Volkswagen's power train plantin
Salzgitter. From January 2001 to September
2004 he held the position of Technical

Vice President of FAW/VW in Changchun,
China. He has been the member of the
Board of Directors of SKODA AUTO a.s.
responsible for Production and Logistics
since January 2005.




Dipl.-Okonom Fred Kappler (*1958)

A graduate of business sciences at the
Braunschweig Technical University and the
University of Hannover, Mr. Kappler joined
VOLKSWAGEN AG in 1982, at first working
in several positions in sales. In 1995-97 he
served as North-western Europe Head of
Sales. In 1997 he became First Vice
President of FAW/VW in China. From June
2000 he was Volkswagen Head of Sales for
the Federal Republic of Germany. He has
been the member of the Board of Directors
of SKODA AUTO a.s. with responsibility for
Sales and Marketing since January 2004.

Klaus Dierkes (*1957)

Mr. Dierkes holds university degrees in civil
engineering and social sciences. After
graduation, in 1983 he joined Triumph
Adler in Nurnberg. From 1989 he worked as
Assistant to Company Management. In the
years that followed, he held various
executive positions and served in the
management of the employee health
insurance company Volkswagen BKK. In
1995 he was placed in charge of the Central
Tasks/Strategy department of Volkswagen
BKK, and in January 1997 he was appointed
Deputy Member of the Board of Directors.
In June 1997, he was named Director

of the company Griindungs- und
Innovationszentrum Wolfsburg GmbH
(Business and Innovation Centre).

In July 1999 he was appointed a member of
the Board of Directors of Wolfsburg AG with
responsibility for the innovation campus,
the personnel service agency, and the NHN
Foundation. From April 2001 to December
2005 he served as Management
Spokesperson of AutoVision GmbH for the
areas of strategy, development, relations,
and communications. In July 2002, he was
named Spokesperson of the Board of
Directors of Wolfsburg AG as well. In
February 2006 he moved to VOLKSWAGEN
AG, where he accepted the position of
Personnel Director responsible for
Volkswagen Deutschland and, from May
2007, the General Corporate Proxy of
VOLKSWAGEN AG. Since April 2008 he has
been with SKODA AUTO a.s. as the member
of the Board of Directors with responsibility
for Human Resources Management.

Dr.-Ing. Eckhard Scholz (*1963)

A graduate of the Braunschweig Technical
University, with a major in Energy and
Process Technology, Dr. Scholz received his
doctorate in 2005 from Martin Luther
University in Halle-Wittenberge. Dr. Scholz
joined VOLKSWAGEN AG in early 1991,
where he first worked in passenger car
testing. From April 1995 to October 1996 he
worked at IAV Gifhorn, where he was
responsible for managing the vehicle
testing operation. In November 1996 he
returned to VOLKSWAGEN AG to work as
Head of the Vehicle Body Engineering
Department. After three years, he accepted
the position of Head of Passenger Car
Equipment and in May 2002 he was
appointed Head of the Car Body
Development. In 2005 he was placed in
charge of E2 product line development
(convertibles and other luxury cars). He has
been the member of the Board of Directors
of SKODA AUTO a.s. responsible for
Technical Development since 1 April 2007.




Klaus Dierkes Fred Kappler Horst Miihl
Member of the Board of Directors, Member of the Board of Directors, Member of the Board of Directors,
Human Resources Management Sales and Marketing Production and Logistics
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Reinhard Jung Holger Kintscher Eckhard Scholz
Chairman of the Board of Directors Member of the Board of Directors, Member of the Board of Directors,
Commercial Affairs Technical Development




Supervisory Board

List of Members
of the Supervisory Board

Hans Dieter Potsch

Chairman (since 23 November 2007),
Member of the Board of Directors of
VOLKSWAGEN AG

Detlef Wittig
Member (since 1 November 2007),
VOLKSWAGEN AG General Corporate Proxy

Jochem Heizmann

Member (since 1 September 2007),
Member of the Board of Directors
of VOLKSWAGEN AG

Horst Neumann

Member (since 1 September 2007),
Member of the Board of Directors
of VOLKSWAGEN AG

Jaroslav Povsik

Member (since 16 April 1993),
Chairman of the Basic Organisation
0S KOVO SKODA AUTO a.s.

Jan Miller

Member (since 16 April 1993),
Secretary of the Basic Organisation
0S KOVO SKODA AUTO ass.

Carl H. Hahn, Former Chairman of the
Board of Directors of VOLKSWAGEN AG, is
Chairman Emeritus of the Supervisory
Board, an honourable position without the
powers and responsibilities associated with
Supervisory Board membership.

Members of the Supervisory Board

Dipl.-Wirtsch.-Ing. Hans Dieter Pétsch
(*1951)

A graduate of the Darmstadt Technical
University with a degree in commercial
engineering, Mr. Potsch began his
professional career at BMW, where he
worked in 1979-87, ending up as Group
Head of Controlling. Subsequently, he was
appointed Director General in charge of
Finance and Administration at Trumpf
GmbH & Co in Ditzingen. In 1991-95 he
was Chairman of the Board of Directors of
Traub AG in Reichenbach. In July 1995 he
joined Diirr AG in Stuttgart, where until the
end of 2002 he served as Chairman of the
Board of Directors. Since September 2003
he has been the member of the
VOLKSWAGEN AG Board of Directors
responsible for Finance and Controlling. He
has been a member of the SKODA AUTO a.s.
Supervisory Board since January 2004 and
was appointed Chairman of the Supervisory
Board in November 2007.

Dipl. Kfm. Detlef Wittig (*1942)

A business administration graduate of the
University of Géttingen, starting in 1968
Mr. Wittig worked at VOLKSWAGEN AG

in several marketing and sales planning
positions. In 1975-77 he was active in
Tokyo as the “Resident Representative of
Volkswagen”. In 1977 he was appointed
Head of Export Sales Planning at
VOLKSWAGEN AG and, three years later, he
took over the leadership of European Sales.
In 1983-87 he led the Product Marketing
function at AUDI AG. In early 1987 he
transferred to Volkswagen Canada, where
his first position was Vice President Sales
and Marketing; in 1988 he was appointed
Chairman of the Board of Directors. In
1989-95 he was back in the management
of VOLKSWAGEN AG as Head of Sales for
the Volkswagen brand. He joined

SKODA AUTO a.s. in 1995 as the member
of the Board responsible for Sales and
Marketing, and was subsequently

appointed Vice Chairman of the Board and
given responsibility for Finance and
Controlling. In 2000 he was appointed to
the Board of Directors of the Volkswagen
brand, where he took responsibility for the
Sales and Marketing portfolio, and, at the
same time, he was made Chairman of the
Supervisory Board of SKODA AUTO a.s.
From October 2004 to August 2007 he was
the Chairman of the Board of Directors of
SKODA AUTO a.s. Effective from October
2007 he became General Corporate Proxy
of VOLKSWAGEN AG with responsibility for
Marketing and Sales. He has been

a member of the SKODA AUTO a.s.
Supervisory Board since November 2007.

Prof. Dr. Jochem Heizmann (*1952)

A graduate of the Karlsruhe Technical
University with a major in commercial
engineering, Dr. Heizmann received his

Dr. rer. pol. degree at the same institution in
1980. In 1982 he joined Audi NSU AUTO
UNION AG in Ingolstadt, where he worked
in a number of management positions,
including head of the main technological
development department and head of the
main vehicle assembly department. He
joined VOLKSWAGEN AG in October 1991,
and took over leadership of the Power Train
Production central planning function in
Wolfsburg. In August 1993 he was
appointed Head of Production Planning for
the Volkswagen brand. In this position he
was responsible for planning, preparations
for series production, and launch of
production facilities for new vehicles and
power train components all over the world.
In January 2000, he was appointed
Technical Director and Management
Spokesman of Volkswagen Sachsen

GmbH and Volkswagen Sachsen
Immobilienverwaltung GmbH, where he
was also responsible for factories in Mosel,
Zwickau and Chemnitz. From February
2001 to the end of January 2007, he was
the member of the AUDI AG Board of
Directors responsible for production.

On 1 December 2006 he was appointed




Professor Emeritus at the Mechanical
Engineering Faculty of the Chemnitz
Technical University. Since February 2007
he has been the member of the
VOLKSWAGEN AG Board of Directors
responsible for Group Production. He has
been a member of the SKODA AUTO a.s.
Supervisory Board since September 2007.

Dr. Horst Neumann (*1949)

A graduate in economics and social
sciences of the Universities of Hamburg and
Berlin, Dr. Neumann was awarded the

Dr. rer. pol. degree in 1995 in Berlin. He
began his career in 1973 as an assistant to
the Berlin senator for economic affairs. In
1978-94 he was employed in the
economics department at the Board of
Directors of the IG Metall union in Frankfurt
am Main, and promoted to Deputy
Manager of the same department in 1983.
In the same period, he was a member of the
Supervisory Boards of Motorenwerke
Mannheim AG (1981-86), Adam Opel AG
(1985-95) and Rasselstein AG (1986-94).
From 1994 to 2000 he was a member of the
Board of Directors and Personnel Director
at Rasselstein GmbH and Rasselstein
Hoesch GmbH, subsidiaries of
ThyssenKrupp Group in Andernach and
Neuwied. In 2001 he was appointed to the
Board of Directors with responsibility for
human resources at ThyssenKrupp Elevator
AG in Dusseldorf. In July 2002 he became
the member of the AUDI AG Board of
Directors responsible for Human Resources.

Changes in the Statutory
and Supervisory Bodies
Appointed to the Board of Directors:

Klaus Dierkes
Member since 1 April 2008

Since December 2005, he has been the
member of the VOLKSWAGEN AG Board of
Directors responsible for Human Resources
and since 2006 for Human Resources and
Organisation. He has been a member of the
SKODA AUTO a.s. Supervisory Board since
September 2007.

Jaroslav Povsik (*1955)

A graduate of the Secondary Industrial
School of Chemical Science in Most, Mr.
Povsik joined SKODA AUTO a.s. in 1977, at
first holding various positions in logistics
and social services. Starting in 1989, while
continuing to work in the plant, he was

a member of enterprise committee of the
0S KOVO SKODA AUTO a.s. trade union. In
1991-97 he served as Vice Chairman of the
0S KOVO SKODA AUTO a.s. Basic
Organisation and became Chairman of the
same in January 1998. Since then he has
been reaffirmed in this position twice - in
2002 and 2006. Starting in 1994 he was
Chairman of the Enterprise Committee,
today's Council of Chairmen. He is

a member of the Assembly of the
Confederation of Czech and Moravian
Labour Unions, as well as serving on the
worldwide council of Volkswagen Group
trade union representatives. Since 2001 he
has been Chairman of the Supervisory
Board of ZPS (Skoda Health Insurance
Company). He was elected to the

SKODA AUTO a.s. Supervisory Board

in April 1993.

Resigned from the Board of Directors:

Martin Jahn
Member from 23 February 2006
to 31 March 2008

Ing. Jan Miller (*1948)

A graduate of the Czech Technical
University, Prague, Faculty of Mechanical
Engineering, and post-graduate studies at
the University of Economics, Prague, Faculty
of Production Economics, Mr. Miller has
been with SKODA AUTO a.s. since 1971.
Past positions at the Company include
areas such as development technology and
construction, where he was a member of
the co-ordination group for starting up new
production facilities and head of
construction of Skoda-brand service
centres, as well as the commercial affairs
section, where he headed up the
production plan department. Since 1990 he
has served as an economist with the

0S KOVO SKODA AUTO a.s. Basic
Organisation. He was Chairman of the
Supervisory Board of ZPS (Skoda Health
Insurance Company) and currently serves
as Vice Chairman of the Board of
Administration of ZPS. He was elected by
employees to the SKODA AUTO a.s.
Supervisory Board in April 1993.

Changes in the Supervisory Board:

There were no changes in the Supervisory
Board during 2008.




REPORT OF THE SUPERVISORY BOARD

During the past fiscal year, the Supervisory
Board was kept regularly and duly informed
by the Board of Directors of the situation at
SKODA AUTO a.s. (the “Company”) and
subsidiaries within the consolidated group
(together, the “Group”), their financial
performance, and their business policies.

Business processes for which the law or the
Articles of Association require Supervisory
Board approval or that the Supervisory
Board be informed, as well as those of
extraordinary importance, were discussed
in detail at the meetings of the Supervisory
Board. On the basis of written and oral
reports by the Board of Directors, the
Supervisory Board was able to continuously
oversee the activities of the Company’s
management and that of the Group as
awhole, thereby properly fulfilling the
function entrusted to it by law.

Under a resolution dated 13 February 2008,
Volkswagen International Finance N.V,, as
the sole shareholder of SKODA AUTO a.s.,
approved the appointment of
PricewaterhouseCoopers Audit, s.r.o.,
Prague, as the auditor of the Company’s
financial statements for the accounting
period 2008.

The auditors issued an unqualified opinion
on the separate annual financial statements
of SKODA AUTO a.s. according to IFRS, the
consolidated Group financial statements
according to IFRS for the year ended

31 December 2008 and the Report on
Relations for 2008. At its meeting held

on 5 March 2009, the Supervisory Board
discussed the financial results and
evaluated positively the proposal of the
Board of Directors regarding the allocation
of profit of the annual financial statements
of Skoda Auto according to IFRS. The
Supervisory Board also reviewed the Report
on Relations for 2008 and gave it an
unqualified, positive evaluation. The
Supervisory Board authorised the Board

of Directors to submit the 2008 financial
statements and the profit allocation
proposal to the sole shareholder,
Volkswagen International Finance N.V.

\
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Dipl.-Wirtsch.-Ing. Hans Dieter P6tsch
Chairman of the Supervisory Board




SKODA AUTO CORPORATE

GOVERNANCE

Declaration

of Compliance with Codex
of Corporate Governance
Recommendations

Skoda Auto is aware of its exclusive position
in the Czech business environment and its
ever-growing credibility within the
Volkswagen Group, as well as among
competing automotive manufacturers. For
this reason, it is fundamentally important
for us to be perceived - by our employees,
business partners, all our customers, and
the public at large - as a successful and, at
the same time, transparent and
informationally open company. We are
aware of the tradition and reputation we
have built up over many years; we perceive
it as a key asset in the further successful
development of our business activities.

In view of these facts, Skoda Auto adheres
to the relevant recommendations and rules
of the Codex of Corporate Governance
based on OECD principles (the “Codex”) in
the form in which it was updated in 2004,
under the patronage of the Securities
Commission. The Company’s aim is to
continually improve internal processes

and procedures and, in accordance

with the Codex, to further promote
transparency and ethical business practices
in the Czech Republic.

Degree

of Compliance with Codex
of Corporate Governance
Recommendations

In line with best practices utilised in the
Volkswagen Group, the bulk of the
Company’s internal governance processes
have long been in accordance with the
relevant Codex rules. In view of the
Company’s shareholder structure (a single
shareholder - Volkswagen International
Finance N.V. based in Amsterdam), the
Group organisation structure (see the
VOLKSWAGEN AG Annual Report) and the
fact that the Company’s shares are not
listed, certain Codex recommendations are
not relevant, while others are dealt with -
commensurately and in the interests of
achieving effectiveness and leveraging
synergies - at the Group level.

Currently, Skoda Auto corporate policy
includes an officially adopted Behaviour
Code that stipulates principles of behaviour
for Skoda Auto employees, based on
application of Company values and
universally recognised ethical standards.

Company Organisation

The Board of Directors is the Company's
statutory body, runs the Company's
operations and acts in its name. It is
responsible for the Company’s long-term
strategic direction, setting business and risk
management policies, and managing the
Company's day-to-day business operations.
The Board's powers and responsibilities are
defined by the Articles of Association, the
Company's internal directives, and Czech
Republic legislation.

Pursuant to the Company’s Articles of
Association, the Board of Directors has six
members, all of whom play executive roles
in the Company. Members of the Board are
appointed by the sole shareholder for terms
of three years, and multiple terms are
possible. All Board members have the
necessary personal and professional
qualifications as well as the requisite
practical experience for carrying out the
duties of their office (see professional
biographies on pages 16-17). They bear
responsibility for their actions to the extent
stipulated by Czech Republic legislation.
The Board of Directors meets once per week.

To ensure its effective functioning, the
Board of Directors delegates relevant
powers and responsibilities to levels of
management subordinate to it - the senior
executives (see the Company’s organisation
chart on page 186).
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Senior executives, as holders of key
positions in the Company structure, have
power and responsibility for planning,
managing and overseeing the Company's
operations. Due to space constraints, the
names and professional biographies of the
individual senior executives, as well as
descriptions of the key positions they hold
in the Company, are published on the
Company website (www.skoda-auto.cz).
At year end 2008 there were a total of

36 senior executives.

The Supervisory Board oversees the
Company’s operations and the activities of
the Board of Directors to ensure that they
are compliant with applicable legislation,
the corporate governance principles, the
Articles of Association, the Supervisory
Board's Rules of Order, and Volkswagen
Group internal directives. The Supervisory
Board ensures that appropriate systems are
in place to protect the Company'’s interests
and the entitlements of all stakeholders, as
well as to ensure proper presentation of
financial information. In accordance with
the law, the Supervisory Board of

Skoda Auto reviews the financial statements
and Report on Relations, expresses an
opinion on the selection of the auditor for
the given accounting period, oversees
financial reporting and evaluates all
financial transactions that have serious
consequences for Skoda Auto.

The Supervisory Board consists of six
members, four of which are appointed by
the sole shareholder and two of which are
elected by Company employees in
accordance with the law. Supervisory Board
members serve four-year terms, and
multiple terms are possible. Three regular
Supervisory Board meetings are held

per year.

The Company is not fully in compliance
with Code recommendations pursuant to
Chapter VI-E-1 - in particular item 5 of the
commentary, according to which the Board
of Directors and/or Supervisory Board
should have a sufficient number of
members that are not employed by the
Company and do not have close economic,
family or other ties to the Company or its
management.

In this respect, the functional independence
of the Skoda Auto Supervisory Board and
the breadth of the Company’s strategic
development are ensured by the structure
of the Volkswagen Group’s organisation and
the requisite number of independent
members in the Supervisory Board of
VOLKSWAGEN AG (see the VOLKSWAGEN
AG Annual Report).

Shareholder Relations

The Company exercises all due care to
ensure compliance with all statutory
requirements to the full degree necessary
with regard to two facts: first, the Company's
shares are not listed and, second, all of the
Company’s shares are owned by a single
shareholder - Volkswagen International
Finance N.V.

Skoda Auto complies with statutory rules
for extraordinary transactions (i.e. for
transactions that, in terms of subject matter
or value, exceed the scope of ordinary,
day-to-day business). Within the Company,
rules govern relations between Company
bodies in preparing, approving and
implementing measures and steps of
extraordinary or fundamental importance
such as financial and human resources
planning, planning of production and sales,
Company participation as a partner or
shareholder in third party business
ventures, disposition of assets beyond the
level of day-to-day business, filling key
positions in Company management, etc.

Information Openness
and Transparency

The Company strictly adheres to and
complies with all laws and regulation in the
Czech Republic legal system as well as the
principles of the Code of Corporate
Governance set forth in Chapter V, and
regularly releases to the public all material
information on its business, financial and
operating results, shareholder structure and
other significant events. All information is
prepared and released in accordance with
standards for accounting and reporting of
financial and non-financial information. In
keeping with our strategy of openness, the
Company's disclosures exceed statutory
requirements in many areas.

The Company regularly publishes annual
and semi-annual reports. The Annual
Report contains the audited financial
statements and presents a detailed picture
of the Company’s operations and financial
situation. The Annual Report also includes
the Report on Relations.

In order to prevent any potential conflicts of
interest, all members of the Board of
Directors and Supervisory Board and all
senior executives of the Company are
required by internal directives to notify the
Company in writing of any and all material
interest they may have in transactions that
benefit third parties and to refrain from
exercising direct influence over decision-
making in respect of such transactions.

No circumstances were recorded in 2008
that could have led to a conflict of interest
in any of the relevant groups of Company
employees.




Committees Formed
by the Company’s Statutory
and Supervisory Boards

Committees Formed

by the Supervisory Board

The Company is not fully in compliance
with Code recommendations pursuant

to Chapter VI-E-2 (item 18 of the
commentary), according to which the
Company should set up three separate
committees for audit, remuneration and
appointments. In view of the Company’s
unique shareholder structure, committee-
related activities are synergic and
transferred to the VW Group level to the
extent it is effective to do so. Remuneration
and appointments are dealt with by the
Personnel Issues Committee of the
VOLKSWAGEN AG Board of Directors in co-
operation with the appropriate committees
of the VOLKSWAGEN AG Supervisory Board
(see the VOLKSWAGEN AG Annual Report).
Activities customarily performed by the
audit committee fall within the remit of the
independent Internal Review unit of
VOLKSWAGEN AG. This unit, together with
the Audit Committee of the VOLKSWAGEN
AG Supervisory Board, oversees the

Skoda Auto Internal Audit department and
the Company’s system of internal controls.

Committees Formed

by the Board of Directors

In order to support the Board of Directors’

activities, meet its internal needs and

ensure fulfilment of its responsibilities, the

Company has formed the following

committees and panels that report to the

Board of Directors:

- Product Strategy Committee

- Strategic Planning and Integration Team

- Quality Committee

- Business Meeting and Financial Review

- Liquidity Management Committee

- Inventory Management Committee

- Investment Committee

- Production Programme Planning
Committee

- Personnel Team

- Strategic Commission for the
Environment

- Corporate Culture Team

- Sponsorship Management Circle

- Property Management Committee

- Products Committee

These committees are advisory bodies that
the Board of Directors forms by resolution.
Their purpose is to initiate, prepare and
submit recommendations to the Board of

Directors on specialised issues. Their scope

of authority and composition are governed
by their respective Rules of Procedure.

Company Policy
Toward Stakeholders

Skoda Auto is one of the largest
corporations in the Czech Republic. Its
interests are aligned with the sustained
development of the society of which itis

a part, and at the same time it fully
recognises its responsibility for the stability
of this business environment. Developing
the Company’s good reputation, credibility
and reliability toward business partners,
employees and other stakeholders is a key
focus area. Skoda Auto openly declares its
adherence to values of enterprise social
responsibility and in accordance with these
principles we adapt our operations to the
needs of our surroundings.
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RESPONSIBILITY
AWARENESS

Skoda Auto takes pride in being perceived by employees,
business partners, all its customers, and the public

as a successful and, at the same time, informationally
open company. Social responsibility is an important part
of our corporate culture and strategy.
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SKODA AUTO

SOCIAL RESPONSIBILITY

With regard for our position in the Czech
Republic economy and numerous
international ventures, we at Skoda Auto
are aware of our responsibility toward
the general public and our employees.
At the same time, we consider
responsible behaviour toward the public
and our employees to be an integral part
of our corporate strategy.

Skoda Auto complies with relevant
recommendations and rules laid down by
the Code of Corporate Governance based
on the OECD Principles, thereby declaring
its openness toward the outside
environment and the transparency of its
internal processes and relations with the
principal shareholder.

The Company also pays extraordinary
attention to its employees, both in issues of
occupational safety and health and with
regard for the development of their
professional qualifications and off-the-job
needs. The Company takes the initiative in
supporting equal opportunity and
addressing issues related to an ageing
population and work force ethnic
composition. The Company also operates
protected workshops in which handicapped
persons find permanent and temporary
employment. For a long time now the
Company has exceeded employee training
standards by operating its own secondary
vocational school, as well as a Company
university - the only one of its kind in the
Czech Republic.

The Company's priority is to manufacture
for the customer in the spirit of the heritage
of Skoda Auto founders Laurin and
Klement, whose motto was “Only the best
we can do is good enough for our
customers.” It is in the Company’s interest
to maintain good, long-term relationships
with suppliers who meet the most
demanding environmental and social
standards - relationships based on trust,
high quality of mutual services, and
continual development.

Skoda Auto has a long-term programme in
which it dedicates extraordinary efforts to
minimising the negative environmental
impact of its operations. This relates not
only to the Company’s own manufacturing
and sales operations, including emphasis
on recycling and conservation of resources,
but also extends to preferring suppliers that
meet the most demanding environmental
standards - ISO 14000. New products are
developed with the aim of limiting CO,
emissions. By using alternative sources of
energy (e.g., biofuels), the Company helps
to mitigate negative environmental impacts.

The Company implements its sponsorship
programme at the local and regional levels -
i.e., directly in the areas where we operate -
as well as at the international level. In
co-operation with major foundations and
charity organisations, we support a number
of social, cultural and humanitarian
projects. Our sport sponsorship activities
also include support for the handicapped.

For a detailed summary of Skoda Auto
measures and activities relating to social
responsibility, see the Sustainable
Development Report 2007/2008, which
was released in June 2008 and can be
found on the Company website
(www.skoda-auto.cz).




REPORT ON THE OPERATIONS
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MACROECONOMIC
AND MARKET DEVELOPMENTS

The world economy slowed significantly
in 2008. The main reason was the
outbreak of a major financial crisis

with all its negative impacts - a number
of investment banks in bankruptcy,
uncertainty in the financial markets,
and slower growth in many world
economies. As a result, Asian countries -
China and India in particular -
contributed more to global economic
growth. The economies of the European
Union also grew at a slower pace, and
some of them - such as Ireland, Spain,
and Germany - found themselves in
recession, i.e. they reported negative

GDP growth in two consecutive quarters.

Development of the Economy

Global

The world economy continued to grow up
until the financial crisis broke out.
Afterwards, it began to slow and in the latter
part of the year a decline was recorded. As

a result of the above developments, the final
figure for 2008 was growth of slightly under
29%* (2007: 3.5%). In the beginning, the
global financial crisis appeared to be just

a problem with poor-quality mortgages, but
in mid-September it entered a new, intense
phase and began to threaten the viability of
the global financial system as a whole.

A number of banks were hit, and financial
and capital markets the world over dropped
precipitously. Developed countries rushed
to find tools to stabilize them. These were
found in a combination of directly injecting
liquidity into selected banks against
purchases of bad assets, providing loan
guarantees on the interbank market and, in
some cases, taking direct equity stakes in
commercial banks. In all regions, economic
activity began to decline sharply. The
bottom fell out of commodity prices: over
the space of five months the price of oil fell
by 70% to a four-year low of 40 U.S. Dollars.
Inflation risks were quickly replaced by
worries over deflationary pressures.

Central banks all over the world reacted

by cutting interest rates to levels seldom,

if ever, seen in history, while market interest
rates remained high due to the increased
risk premium.

Of course, a sector as important as the
automotive industry could hardly pass
through the global financial and economic
crisis unscathed. In addition to the direct
effect of financial market instability, the most
dramatic impact of the crisis on the
automotive industry came from weakness

in demand. The vast majority of world auto
manufacturers had to face a major drop in
sales, and the unavoidable impact that had
on their financial performance. Logically, this
led to a further slowing of global economic
growth.

Czech Republic

In 2008, the Czech economy saw the pace
of growth in its Gross Domestic Product
(GDP) slow to 3.5%* (2007: 6.0%). The
main reason for the slowdown was

a substantial reduction in household
demand and, late in the year, demand for
the country’s exports as well. The weakness
in demand was attributable to both the
global financial crisis and growth in
consumer prices.




Consumer prices were up 3.6%* in
December 2008, compared to December
2007. The average year-on-year inflation
rate in December 2008 was 6.3%. Atfirst,
in February, the Czech National Bank raised
its two-week repo rate by 0.25 of

a percentage point, to 3.75%. During the
rest of the year, on the other hand, it cut the
rate three times, down to a level of 2.25%.

The balance of trade was affected by

a strong Czech Koruna in the first three
quarters, while in the latter part of the year
it was hit by a drop in demand for the
country's exports. For the entire year, the
result was a trade surplus of CZK 69.4 billion*
(2007: CZK 88 billion). Overall, however, the
year 2008 was a poor one for Czech
exporters due to the drop in demand
associated with the financial crisis and
stagnation in many major world markets.
The strength of the domestic currency was
another negative factor for Czech exporters.
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The Koruna’s exchange rates against the
Euro and the U.S. Dollar broke records
during the year. As a result, some mid-sized
and smaller enterprises lost their
competitiveness, or even went out of
business. However, the strength of the
domestic currency had a very negative
impact even on large, stable corporations,
as it caused a major worsening of their
financial performance results. While in late
2007 the Czech Koruna was trading at 26.62
to the Euro, at the end of July 2008 it was at
23 CZK/EUR (an increase of over 13%)).
Performance against the U.S. Dollar was
similar. In the second half of the year the
Koruna reversed its direction completely,
and by year end 2008 it had weakened
against the Euro to 26.93 and against the
U.S. Dollar to 19.35.

Late in the year, the Czech economy’s
problems began to be evident in the labour
market as well. The unemployment rate,
which declined during the year, began to
grow again at year end. In December 2008,
it ended up at 6%, the same level as in the
previous year.
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Central Europe

The countries of the Central European
region retained a rate of economic
expansion that outpaced growth in the
Eurozone. The fastest GDP growth was in
Slovakia, and the slowest in Hungary.

GDP growth in Slovakia was 7.1%%* in 2008
(2007: 10.4%)), driven by high exports,
investment, and household spending.
Inflation rose to 3.4%* in December 2008
(2007: 2.9%). The Slovak National Bank
prepared the country to join the Eurozone
as of 1 January 2009. In July the Slovak
Koruna was fixed to the Euro at an
exchange rate of 30.126. The labour market
improved, with unemployment falling by
2.6 percentage points to a level of 8.4%*
(2007: 11.0%).

The Polish economy saw its GDP grow by
59%* in 2008 (2007: 6.7%). Growth was
seen particularly in household spending
and fixed investments, and the economy
was stimulated by foreign direct investment
as well. As the economy grew, the
unemployment rate fell in year-on-year
terms, but remained at a relatively high
level of 9.1%* (2007: 11.4%). The average
rate of inflation compared to 2007 fell and
in December 2008 it was at 3.3%*

(2007: 4.1%).

Eastern Europe

The countries of the Eastern Europe region
also retained a high rate of economic
expansion, outpacing the Eurozone.

According to preliminary figures, Russia’s
GDP grew 5.6%, a substantially slower pace
of growth compared to 2007, when the
Russian economy expanded by 8.1%.

Western Europe

In 2008, the Eurozone economy entered
arecession as GDP declined in both the
second and third quarters. The pace of
growth for the whole year slowed to 0.9%*
from 2.7% in 2007. The ECB cut

interest rates three times: by a total of
1.75 percentage points to a resulting level
of 2.5%. The inflation rate at year end was
3.3%%* (2007: 2.1%), and was spurred by
high commodity prices in world markets.
The year-end unemployment rate grew
to 8.09%* (2007: 7.4%). Clear signs of

a slowdown were seen, particularly in

the economies of Denmark, Italy, Ireland,
and the UK.

The German economy, which is the largest
in Europe and the third biggest economy of
the world, was still growing at a solid rate of
1.5% in the first quarter of 2008, compared
to the immediately preceding quarter. This
growth was driven primarily by massive
investments in manufacturing plant and
equipment. In the second quarter, however,
GDP fell by 0.4 of a percentage point. In the
next quarter, the German economy was hit
heavily by the global economic slowdown.
Industrial activity fell to a seven-year low.
The GDP decline in the third quarter only
confirmed that the economy was in
recession. Particularly negative was the
performance in foreign trade, a key
component of the German economy. For
the entire year the German economy grew
by just 1.3%* (2007: 2.5%). Consumer
prices increased in December to 2.99%*
(2007: 2.3%). The unemployment rate
reached 7.8%* (2007: 8.1%).

Asia

The global financial crisis put a damper on
economic growth in China and India. In the
fourth quarter the Chinese economy saw
growth slow to 6.8%*, the slowest rate

in over seven years. This resulted in a fall in
commodity prices (oil, iron ore and steel),
as China is their largest consumer. Inflation
slowed in December to 1.2%*. Food prices
fell the most. China’s GDP grew 9%* in 2008.
Thus, China’s was the fastest growing of the
world's big economies.

Last year the Indian economy grew at a rate
of 6.7%* (2007: 9%). Economic growth,
which has been in the 8-10% range in
recent years, has turned India into a major
economic power. However, India is still
dealing with a number of problems: for
example, income inequality. Inflation grew
in 2008 to a level of 10.5% (2007: 5.5%).

* Estimate based on information available as of Annual
Report closing date.




Development
of Automobile Markets

Worldwide passenger car sales, after
reaching record levels in the past year, fell
by 5.8% in 2008 to a total of 55.7 million
vehicles. During the year the impact of the
global financial crisis grew more and more
evident, resulting - due to the tense
situation in the banking markets - and the
reluctance of end consumers to spend
money. This development was made even
more severe in the first half of the year by
increases in the prices of raw materials and
energy. Above-average declines in sales
were seen, particularly in the regions of
North America and Western Europe. On the
other hand, developments were positive in
the markets of Central and Eastern Europe
and also in Asia. Nevertheless, in the
second half of the year growth slowed
substantially even there. Global motor
vehicle production fell during the period in
question, by 3.9% to a total of 69.2 million
units, 57.5 million of which were passenger
cars (2007: 71.9 million / 60.4 million).

Czech Republic

During the year the domestic market for
passenger cars continued with the sales
growth trend established in the previous
year. Thanks, among other factors, to
positive economic development, the Czech
Republic saw an 8.4% increase in new
passenger car registrations, with total sales
of 144 thousand units. The impact of the
global financial crisis did not show up here
until the very end of the year. Demand for
light commercial vehicles fell 3.3% in 2008
to 60 thousand units. The passenger car
market in 2008 was heavily influenced by
ongoing growth in used car imports,

231 thousand of which were registered
during the year (up 8.5% year-on-year). As
a result, the proportion of used vehicles to
overall registrations reached 61.7%.

Central Europe

2008 brought growth in most Central
European markets for new passenger cars,
845 thousand of which were sold
throughout the region, up 4.7% from 2007.
Late in the year the rates of growth were
affected by the ongoing financial crisis.

A major increase in car sales continued in
the largest Central European market,
Poland. This market grew overall by 9.1%
compared to the previous year, to

320 thousand automobiles. The market
with the highest year-on-year growth
(+17.3%) was Slovakia, with 70 thousand
new passenger cars registered. During the
period in question, growth was also
registered in Croatia (+7.2%, 86 thousand
vehicles) and Slovenia (+3.8%, 68 thousand
vehicles), while demand for new cars fell
significantly in Hungary - by 10.4% to

a total of 159 thousand vehicles.

Eastern Europe

The market for new passenger cars
continued to grow significantly in 2008. As
a result of the financial crisis, however, the
pace of growth slowed heavily in the
second half, and especially toward the end
of the year. A non-functioning banking
market and consumer reluctance were
evident, particularly in Ukraine and the
Baltic States. All told, 3.9 million vehicles
were sold in the region, up 11.4% from the
previous year. Year-on-year growth was
highest in Russia (2.7 million vehicles sold,
up 15.4%), Ukraine (623 thousand,
+14.9%) and Bosnia and Herzegovina
(14.5 thousand, +17.5%). Major year-on-
year declines, on the other hand, were seen
in Latvia (overall market of 19 thousand
vehicles, year-on-year decline -40.9%),
Estonia (24 thousand, -21.3%) and
Romania (267 thousand, -14.5%).

Western Europe

The total number of newly registered
passenger cars in Western Europe fell last
year (-8.4%), reaching a level of just

13.6 million units (2007: 14.9 million). The
financial crisis had a fundamental impact
on market volumes in Spain (-27.6% year-
on-year), Italy (-13.4%) and the UK -11.39%).
The passenger car market in France (-0.7%)
maintained its level from the past year
thanks only to incentives from the
bonus/malus system put into place early in
the year. Other Western European markets
such as Ireland (-18.6%), Sweden (-17.3%),
Norway (-14.4%) and Denmark (-7.4%)
showed that they were notimmune to
losses, too while light growth was seen in
2008 only in Portugal (+5.7%), Belgium
(+2.1%) and Switzerland (+1.4%).

The biggest Western European market for
passenger cars, Germany, shrunk 1.8% to
3.1 million units. In addition to growing fuel
prices and uncertainty emanating from the
ongoing financial crisis, this decline was
caused by announced legislative changes in
automobile taxation tied to CO, emissions.

Asia

Demand for new passenger cars in this
region continued to grow in 2008. In China,
the second strongest world market after the
USA, a total of 5.5 million passenger cars
were registered (+7.8% compared to 2007).
The pace of growth slowed significantly,
however, particularly because of increased
fuel prices and measures introduced during
the year to suppress inflationary pressures.
Positive development in the Indian market
continued as well. Compared to 2007,
however, the volume of new passenger cars
sold increased only slightly, by 2.1%, to

1.2 million units.




FACING RISKS HEAD ON
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For risk management to be effective, it is essentlal to obtam
timely, relevant information. Rational assessment

of this information and taking of appropriate measures
lead to minimise or, in some cases, complete elimination

of individual risks. Thanks to its highly developed

“Risk Management” system, Skoda Auto is prepared to face
and successfully overcome potential risks, and thereby
maintain its competitive edge.
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RISK MANAGEMENT SYSTEM

Skoda Auto Group operates in various
countries of the world, where itis
confronted with a wide range of risks,
which could potentially have a negative
impact on its financial performance. On
the other hand, changes in the economic
and legal environment can also lead to
opportunities that the Group
endeavours to leverage toward
reinforcing and further improving its
competitive position.

Risk Management Organisation

The risk management structure at

Skoda Auto Group is based on unified risk
management principles within the
Volkswagen Group. The entire risk
management remit falls within the central
controlling function in co-ordination with the
internal audit function. Unified
implementation of the risk management
system is ensured by the “Risk Management”
organisational directive with the utilisation of
standardised procedures. Compliance with
the approved rules is enforced, among other
things, by regular internal reviews performed
by the managements of individual
companies in the Group.

The risk monitoring system is based on
decentralised accountability. Individual
units within the Group are assigned specific
areas of risk that they monitor. These risks
are identified, documented and quantified
by the departments responsible for risk
management.

A basic prerequisite for effective risk
management is the provision of timely and
relevant information to decision-makers.
Management regularly receives a report
detailing the most significant risks and
containing an up-to-date summary of the
risks to which individual Group companies
are exposed. In accordance with Group
strategic objectives, measures are proposed
and subsequently implemented to
eliminate or mitigate these risks.

The results of the measures are regularly
reviewed and evaluated.

The system itself is also subject to regular
review of its effectiveness and adequacy
and is integrated into the planning,
controlling and business processes system.
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Description of Individual Risk
Categories and Their Management

The most significant risks facing the Group
are financial and sector-specific risks, risks
ensuing from changes in larger economic
and political frameworks, changes in
legislation, operational risks, and other risks
such as changes in quality and risks relating
to human resources.

Financial Risk

Developments in financial markets are
considered the most significant risk factor.
Movements in exchange rates, in particular,
represent a major risk as the Group
generates a substantial portion of its cash
flows in foreign currencies. For this reason,
fluctuation of exchange rates can pose

a considerable risk for the Group’s future
economic performance. To manage
currency risk, the Group makes use of
standard derivative hedging instruments.

In similar fashion to exchange rate risks, the
Company actively manages the potential
negative impact of changes in the interest
rates we use within our business activities.
Exposure to interest rate movements occurs
in medium and long-term obligations, and
in particular bonds outstanding. Cash flow
risk in this area is hedged using interest rate
swaps.

Other risks threatening the Group’s
performance are related to ongoing price
growth in international commodities
markets. Management of commodity risks
is coordinated at the Volkswagen Group
level, as well as through long-term contracts
with key suppliers.

Credit risk is dealt with by the Group using
hedging instruments, both preventive (e.g.
reserving the right of ownership, payment
in advance, documentary credit, etc.) and

subsequent (e.g. recognition of obligation,
instalment calendar, promissory note).

Risks that could occur as a result of
fluctuation in payment streams (liquidity
risks) are addressed by the Group using
standard financial market instruments. The
aggregate volume of credit lines taken out
with banks is managed to cover potential
liquidity shortfalls over a period determined
by internal rules.

More detailed information on how the
Group manages and quantifies financial risk
is set forth in the Financial Section (Notes to
the Consolidated Financial Statements
2008, in particular Chapter 3, “Financial risk
management”).

Sector-specific Risk

Competition in the automotive sector
continues to grow and intensify, and sales
support initiatives must be bolstered in
response. This situation is exacerbated by
market risk. In order to eliminate sector-
specific risk to the maximum extent
possible, the Group regularly analyses the
behaviour of both customers and the
competition.

Co-operation between car manufacturers
and their suppliers is close and
economically advantageous. At the same
time, it also poses certain risks that can
disturb the production process. These risks
include, e.g. late deliveries, failure to deliver
and quality defects. Other risks ensue from
increased competition among suppliers. For
this reason, the Group works with multiple
suppliers when sourcing parts for assembly.
In addition, preventive measures are taken
within the risk management system to the
address the possibility of supplier
insolvency.

Economic, Political and Legislative Risk
In view of the character of the Group's
business, our financial positions are
substantially influenced by the overall
condition of the economy and related
phenomena such as the economic cycle,
changes in legislation, as well as the
political situation in countries where the
Group has operations.

The Group operates in many countries of
the world, not only as an exporter but also
as a local manufacturer and as such is
influenced by macroeconomic
developments at the global and national
levels. Recessions, especially in Western
and Central Europe, India and China, could
have a directimpact on consumer
behaviour in the automotive sector. This
exposes the Group to the negative influence
of cyclic fluctuations, and the risk of
decreased turnover due to recession or
collapse of individual economies and
subsequent market contraction cannot be
entirely eliminated.

Export contracts to countries with potential
territorial and political risks are identified
sufficiently in advance and hedged using
standard, approved products available in
the financial and insurance markets. Our
partners in this area are Czech and
international banking institutions, including
EGAP. Political crises, terrorist attacks or
even pandemics could have a negative
impact on world automotive markets

and thereby on the Group’s financial
situation as well.




Potential negative influences on Group
financial performance could also originate
from additional technical development
costs that could be incurred as a result of
changes in legislation, such as stricter
legislative requirements on vehicle safety,
fuel consumption and/or air emissions, and
changes to standard vehicle specifications.
In the area of environmental legislation,
potential risks include stricter European
Union legislation governing car exhaust
pipes. Risks also ensue from the law
guaranteeing free-of-charge disposal of old
vehicles at facilities designated by
manufacturers and importers; these risks
are already sufficiently covered by

a provision.

Operating Risks
Our day-to-day operations harbour various
risks that could potentially weaken the

Group’s financial position and performance.

Business risks that could result from
production interruptions due to, e.g.,
energy outages, technical failures, fires,
floods, etc. are commensurately hedged
using insurance contracts.

New products inherently carry the risk that
customers might not accept them. For this
reason, the Group conducts extensive
analyses and customer surveys. Trends are
identified in timely fashion and examined
closely to determine their relevance to
customers.

Another possible risk is that the Group
might not launch new products within the
planned time periods, at the appropriate
quality level, and within cost targets. This
risk is eliminated by reviewing projects
regularly and monitoring progress being
made toward project goals. This enables
necessary measures to be taken in the
event discrepancies are found.

Quality Risk

Due to the increasing complexity of
production technologies and the growing
number of suppliers, quality assurance is

a major part of the production process.
Despite our effective and systematic
approach to quality assurance, product
liability risk cannot be eliminated entirely.

In order to reduce quality risk to a minimum
right from the very beginning, preventive
methods are used and suppliers are involved
in the development of new models. In order
to identify trends in a timely fashion, it is
important to transfer know-how and to work
with suppliers to develop control tools and
opportunities for managing the quality level,
to ensure we meet customer expectations
(more on page 60).

Human Resources Risk

Important focus areas in human resources
management include adaptation of new
employees, stabilizing of existing
employees, career development, and
personal growth.

The labour market is heavily influenced by
unfavourable demographic trends: a low
birth rate and emigration of younger
workers made possible by the opening of
EU labour markets.

In order to overcome the present risks, we
support collaboration with the school
system with the aim of early identification of
qualified future employees.

In conjunction with our international
expansion and the negative trends in the
Czech labour market, we are working to
internationalise the Company by supporting
dual education programmes for foreign
students from areas near our international
branches, thereby enabling them to study at
Czech universities.

Information Technology (IT) Risk

In the information systems and
technologies area, the Group uses a variety
of measures to protect itself against risks
related to data availability, confidentiality
and integrity. Increased attention is paid to
unauthorised access to data and abuse of
data. These measures apply to employees,
the organisation, applications, systems and
networks. Employees are subject to

a company directive on handling
information as well as internal directives
dealing with safe use of information
systems. Technical measures include
standard activities such as use of a firewall
tool, controlling access to individual Group
systems and applications. Anti-virus
protection, managed application
administration and restricted access
permissions represent another level

of protection against abuse of sensitive
information.

Legal Risk

The Group has operations in over 100
countries. This can entail risks, due to
differences in legal systems from country to
country. The Group does not face any
known court, administrative or arbitration
proceedings that could have a material
impact on its financial situation.

Overall Risk Assessment

Based on all facts and circumstances known
to us, we are not aware of any risks that
could, in the foreseeable future, seriously
damage the Group’s financial position
and/or performance or pose a threat to the
Group's existence.




SKODA AUTO
A STRONG AND RELIABLE PARTNER

The ongoing global financial and economic crisis

has caused demand to drop in all major markets

and has been reflected in the commercial performance
results of the largest Czech exporter as well.

Despite all the negative impacts, Skoda Auto

has maintained its financial stability and remains

a strong, solvent business partner.
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FINANCIAL SITUATION

Financial Situation
of Skoda Auto Group

Negative development of Czech Koruna
exchange rates against other currencies
and the world financial crisis, which
caused a recession in the Group’s key
sales territories, were also reflected in
the financial results of Skoda Auto, the
largest Czech exporter. Despite
year-on-year growth in vehicles
delivered to customers (+7.1%), all
significant financial indicators were
down for the year. Thus, Group turnover
declined by CZK 21.8 billion (-9.8%
year-on-year), the operating result was
down CZK 6.2 billion (-31.2%) and profit
before tax fell by CZK 6.5 billion to

CZK 13.4 billion (-32.6%).

The consolidated financial performance
figures of Skoda Auto Group are reported
in accordance with International Financial
Reporting Standards (IAS/IFRS). The
consolidated financial figures include the
results of the parent company Skoda Auto
and those of the subsidiaries Skoda Auto
Deutschland, Skoda Auto Slovensko,
SkodaAuto Polska and Skoda Auto India as
well as a share in the result of the associate
Volkswagen Rus.
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Result and Financing
The Group’s total sales in 2008 reached
CZK 200.2 billion (-9.8% year-on-year).

The reduction in sales was caused in
particular by the deepening recession in the
Group’s key sales territories, the full impact
of which on the world economy began to
be felt in the last quarter of 2008. The
Group reacted immediately to the drop in
demand and strong competitive pressures
in key markets and took appropriate
measures to support sales. Another result of
the unfavourable development of Czech
Koruna exchange rates against other
currencies (EUR, USD and RUB in particular)
was a fall in sales. The total sales figure was
distributed as follows: vehicles 87.7%,
original parts and accessories 7.4%,
supplies of parts and components to other
Volkswagen Group companies 3.2%, and
the remaining 1.7% consisted of revenues
from sales of other goods and services.

Costs of products, merchandise and
services sold declined by CZK 14 billion
(-7.5% year-on-year) despite the fact that
production fell by just 2.7%. This
development was given by continual cost
structure optimising supported by the
launch of the Group-wide Scout program
which reacts to the negative turn of events
in the economic environment.

Gross profit reached CZK 28.7 billion
(-21.5% year-on-year).

Distribution costs were down

CZK 397 million (-3.0%), primarily due to
optimising of marketing support and
advertising costs. Administrative expenses
rose by CZK 505 million (+12.0%)
year-on-year. The Group incurred costs to
streamline processes, mainly by expanding
systemic support.

The other operating result, which is defined
as the difference between other operating
revenues and costs, increased by

CZK 1.8 billion (over 100% year-on-year).
The positive development of the other
operating result was driven in particular by
accelerated growth in other operating
revenues. This, in turn, was caused
predominantly by gains on hedging
transactions that at least partially offset the
negative impact of foreign currency
exchange rates against the Czech Koruna.
The total negative impact of exchange rates
on the operating result was CZK 6.3 billion.

Profit Before Income Tax-to-Sales Ratio (%)
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The operating result fell to CZK 13.6 billion in
the year in question (-31.2% year-on-year).

The financial result, on the other hand, was
up 53.29%, particularly on increased interest
income from investing surplus cash.

Profit before tax after taking into account
our share in the loss posted by the
associate (CZK -506 million ) reached
CZK 13.4 billion (2007: CZK 19.9 billion).
After deduction of income tax, profit after
tax came to CZK 10.8 billion (2007:

CZK 16.0 billion).

Cash flows from operating activities fell

CZK 14.3 billion (-50.1%) to a level of

CZK 14.2 billion. Cash flows from investing
activities were down CZK 2.4 billion
(-17.19%) to CZK -16.1 billion. Cash flow
from financing activities increased by

CZK 10.4 billion (+91.0% ), due in particular
to drawing of bank loans.

Net Liquidity (CZK million)
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Asset Structure and Capital Expenditure
The total assets figure rose by CZK 6.7 billion
(+5.8%) to a level of CZK 122.5 billion.
Fixed assets were up CZK 3.3 billion
(+5.7%) from the comparable previous
period. This increase was caused in
particular by investments in new projects.
From the beginning of the year, a total of
CZK 11.1 billion was invested in tangible
and intangible fixed assets (not including
development expenditures). The bulk of this
amount went on product investments
(CZK 6.8 billion), particularly in the

Skoda Superb successor vehicle and the
upcoming SUV-class model line. Another
CZK 838 million was invested during the
period in renewal of plant and equipment
and new infrastructure. In addition to the
above investments, the Group made

a CZK 1.3 billion in-kind contribution

to the basic capital of its associate,
Volkswagen Rus.

Compared to the preceding period, the
value of current assets increased by

CZK 3.4 billion (+5.8%), due particularly to
growth in the fair value of derivative
contracts held for the purpose of hedging
currency risk. Year-on-year growth was also
registered in inventories (up CZK 1.6 billion,
+11.8%) and trade receivables (up

CZK 1.5 billion, +18.8%). The higher
receivables were caused primarily by
increased deliveries to the assembly plant
of our associate, Volkswagen Rus. The
inventory growth corresponds with
economic developments in late 2008,
which played a role in reduced vehicle
sales.

Group Assets Structure (CZK million)
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Capital Structure

In year-on-year terms, shareholders’ equity
grew by CZK 4.6 billion (+6.8%). The
principal consequence of the lower rate of
growth in shareholders’ equity, which was
partially off-set by a lower dividend pay-out
and growth in reserves for cash flow
hedges, was a year-on-year decrease in
profit. Liabilities were up slightly (by

CZK 2.1 billion) to a total of CZK 50.8 billion.
The bulk of the increase was due to higher
current financial liabilities (up over 100%
year-on-year) resulting from the drawing of
a bank loan. This step was taken in
accordance with VW Group strategy in
order to optimise the Group’s capital
structure. Other items in liabilities were
down, with the exception of other liabilities.
The biggest decrease (by CZK 2.2 billion)
was seen in tax liabilities, which are
reported net of advance tax payments. This
development is related to a decline in
income taxes due.

Group Capital Structure (CZK million)
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Consolidated Balance Sheets (CZK million)

31.12.2006 31.12.2007 31.12.2008 2008/2007 (%)
Non-current assets 54,292 56,767 60,017 5.7
Current assets 50,920 59,014 62,439 5.8
of which: lendings* 23,971 25,592 25,766 0.7
Total assets 105,212 115,781 122,456 5.8
Equity** 58,321 67,034 71,608 6.8
Non-current liabilities 12,354 13,940 13,693 -1.8
of which: nominal value of bonds 2,000 2,000 2,000 0.0
Current liabilities 34,537 34,807 37,155 6.7
of which: nominal value of bonds 3,000 0 0 -
Total liabilities 105,212 115,781 122,456 5.8
*interest included
** minority shares included
Consolidated Profit and Loss Account (CZK million)
2006 2007 2008 2008/2007 (%)
Sales 203,659 221,967 200,182 -9.8
Cost of goods, sold 175,636 185,474 171,523 -7.5
Gross profit 28,023 36,493 28,659 -21.5
Distribution expenses 11,903 13,201 12,804 -3.0
Administrative expenses 3,587 4,207 4,712 12.0
Other operating income 4,747 4,368 8,826 102.1
Other operating expenses 2,678 3,669 6,349 73.0
Operating profit 14,602 19,784 13,620 -31.2
Financial result -404 171 262 53.2
Profit before income tax 14,198 19,860 13,376 -32.6
Income tax expense/income 3,136 3,878 2,558 -34.0
Profit after income tax 11,062 15,982 10,818 -32.3
Group Financing - Development (CZK million)
2006 2007 2008 2008/2007 (%)
Cash and cash equivalents at 1.1. 12,376 28,483 31,790 11.6
Cash flows from operating activities 27,420 28,454 14,206 -50.1
Cash flows from investing activities -11,090 -13,785 -16,147 -17.1
Cash flows from financing activities -156 -11,387 -1,027 91.0
Gross liquidity 28,483 31,790 28,806 -9.4
Balance of financial liabilities -7,326 -4,387 -10,534 -
of which: factoring -2,333 -2,376 -1,189 -
Net liquidity 21,157 27,403 18,272 -33.3
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Financial Situation
of Individual Group Companies

This portion of the Annual Report contains
commentary on the financial results of the
parent company Skoda Auto and its
subsidiaries, which are reported according
to International Financial Reporting
Standards (IFRS).

Skoda Auto

In view of the fact that the parent company,
Skoda Auto, accounts for over 90% of the
Group’s financial results, the Company’s
financial performance and financial
position are highly correlated with those of
the Group as a whole. The Company's
operating result was CZK 12.6 billion
(-33.6%), profit before tax fell to

CZK 13.3 billion (-31.7%), and profit after
tax was down by CZK 4.6 billion (-29.1%) in
year-on-year terms.

Result and Financing

Compared to the previous period, revenues
were down CZK 22.5 billion (-10.6%),
reaching a level of CZK 188.6 billion. Costs
of products, merchandise and services sold
were down CZK 15.3 billion (-8.4%)
year-on-year. As a consequence of the
above, gross profit fell 23.8% year-on-year,
to CZK 23.0 billion. Sales costs declined
slightly (-4.7%) compared to the previous
period. Administrative expenses, on the
other hand, were up CZK 522 million
(+14.19%). The financial result continued on
a positive trajectory, thanks primarily to
interest on loans provided to Volkswagen
Group companies, and once again reached
a positive level of CZK 651 million. After
deduction of income tax due and deferred
(CZK 2.0 billion), the profit after tax was
CZK 11.3 billion.

Cash flows from operating activities, at

CZK 14.8 billion, covered the Company's
total capital expenditures, as they did in the
previous year. The Company’s net liquidity
reached CZK 18.4 billion.

Asset and Capital Structure

Compared to 31 December 2007, total
assets grew CZK 5.8 billion (+5.5%).
Non-current assets were up CZK 3.2 billion
to CZK 60.1 billion (+5.7% year-on-year).
In 2008, investments in tangible and
intangible assets (not including
development expenditures) totalled

CZK 10.2 billion (-0.6%). Of this amount,
additions to tangible assets accounted for
CZK 9.7 billion (-0.7%) and spending on
intangible assets totalled CZK 551 million
(+1.0%). In accordance with the Company’s
strategy of international growth and
expansion of assembly plants abroad, we
made an in-kind investment in the base
capital of our associate, VOLKSWAGEN Rus.
Current assets were up CZK 2.6 billion
(+5.4%) in year-on-year terms, particularly
as a result of increases in trade receivables
and other receivables.

Compared to the previous period,
shareholders’ equity increased by

CZK 5.2 billion (+7.8%). Total current
liabilities increased by CZK 1.1 billion
(+4.0%) year-on-year, while non-current
liabilities declined by CZK 499 million
(-4.99% year-on-year), due in particular to
lower non-current provisions.

/43|




Skoda Auto Deutschland

2008 was another very successful year for
the Skoda brand in the German market.
Despite a decline in the overall market, the
Company managed to grow its market
share to 3.9% of new vehicle registrations.
In year-on-year terms, sales slightly passed
the previous year’ figure to reach 112,504
vehicles sold. Within the product portfolio,
the above result was driven primarily by the
Skoda Octavia and Skoda Fabia models.

In addition, the Skoda Octavia was the best
selling import car in Germany in 2008.

The Company successfully launched the
new-generation Skoda Superb, which also
showed up in the sales results - with 3,695
units sold from June to year end. The Skoda
Roomster model line, including the Praktik
line, contributed the overall volumes with
14,636 vehicles sold.

Compared to 2007, Skoda Auto
Deutschland’s sales revenues declined
13.7% as a result of increased competition
in the market, and reached a total of

CZK 40.6 billion (EUR 1.6 billion).
Compared to the previous year, profit
before tax rose by CZK 315.2 million

(EUR 13.5 million) to CZK 632 million
(EUR 25.1 million). Net liquidity reached
CZK 1.1 billion (EUR 39.5 million).

The Skoda brand took highest honours in
a number of prestigious competitions. The
new-generation Skoda Superb won the
Goldenes Lenkrad 2008 award, the Auto
Trophy 2008 in the Oberklasse/Import
category, and the Firmenauto des Jahres
2008 - Oberklasse/Import category. The
Skoda Octavia won the Firmenauto des
Jahres - Mittelklasse/Import category and
the Flotten - Award 2008 in the
Importwertung/Mittelklasse category. The
Skoda Fabia won the Flotten - Award 2008
in the Importwertung / Kleinwagen
category as well as the red dot Designpreis
2008 award.

Skoda Auto Polska

In 2008, the Polish market found itself
under pressure from a dramatic increase in
the Polish Zloty against the Euro and the
U.S. Dollar. This resulted, among other
things, in increased imports of used cars
from other countries.

As a result of distinctive pricing pressure
from the competition, Skoda reacted in kind
and adapted the prices of its products to
the prevailing market conditions.

The extremely competitive environment,
combined with harsher market conditions
caused by the arrival of new importers and
a shift in market segments (growth in
segments where Skoda is not represented),
led to a reduction in market share to 10.5%
(2007: 11.2%).

Nonetheless, Skoda maintained its status as
the second best-selling brand in the country
and sold 33,986 vehicles, up 776 vehicles
from 2007. This accomplishment was
driven primarily by the Skoda Octavia,
Skoda Roomster and new Skoda Fabia
models. The year also saw three major
launches: the new Skoda Fabia Combi, the
successor to the Skoda Superb and, late

in the year, an updated version of the
Skoda Octavia.

SkodaAuto Polska posted sales revenues of
CZK 11.1 billion (PLN 1.6 billion) in 2008.
Profit before tax reached CZK 110.2 million
(PLN 15.8 million), down CZK 5 million
from 2007. Net liquidity fell by

CZK 68.2 million (-11.5 million PLN) in year-
on-year terms, to -129.7 million CZK

(-20 million PLN).

In 2008, for the third year in a row, the Skoda
brand’s sales and service network took the
first place in Auto Swiat magazine's
dealership test. The new Skoda Fabia Combi
won the comparison tests of the motorist
magazines Auto Motor i Sport and Auto
Swiat. In addition, the new Skoda Superb
won the Nicest Looking Car prize at the trade
show in Katowice. The new Superb also won
in its category of the comparison tests by
Auto Swiat magazine and Auto Motor i Sport.

Skoda Auto Slovensko

During 2008, Skoda Auto Slovensko
delivered 17,809 vehicles to its customers.
With a market share of 25.4% the Skoda
brand retained its position as the Slovak
automotive market leader. Compared with
the previous year, 2007, the number of
Skoda vehicles sold declined by 1,549
vehicles. This lower sales figure was
influenced primarily by the Slovak Koruna's
strength against the Euro, which led to
increased pressure from the competition.

The absolute best-selling car model in the
Slovak market was once again the Skoda
Fabia, at 9,355 units sold. The Skoda
Octavia continued to be very popular and
the best-selling vehicle in its class. In 2008,
6,933 new Skoda Octavias and Skoda
Octavia Tours were sold in Slovakia. The
Skoda Roomster model also found its
clientele, becoming the most successful
vehicle in its class thanks to sales of

1,003 units in 2008. The successor to the
Skoda Superb limousine was launched

in the Slovak market. In total,

518 Skoda Superbs were sold,

up 20.8% from the number of this

model sold in the previous year.




Skoda Auto Slovensko's sales revenues fell
from CZK 7.6 billion (SKK 9.3 billion) in
2007 by CZK 1 billion (SKK 1 billion) to
CZK 6.6 billion (SKK 8.3 billion) in 2008.
Profit before tax reached CZK 79.6 million
(SKK 74.4 million). Net liquidity reached

a level of -149.0 million CZK

(-166.8 million SKK).

An important event in 2008 was the
commencement of production of Skoda
Octavia vehicles in the Volkswagen plant in
Bratislava. This move represented

a symbolic return of Skoda to Slovakia as

a domestic brand.

Skoda Auto India

In 2008, Skoda Auto India delivered a total
of 16,051 vehicles to customers, up 32%
from the previous year (2007: 12,170
vehicles). This accomplishment was driven
primarily by the success of the Skoda Fabia
model, 6,303 units of which were sold from
its market launch in January. As a result, the
Skoda brand reached an overall market
share of 1.07% (2007: 0.84%). As part of its
market development initiatives, the
company expanded its dealer network to
60 sales locations (2007: 51).

In 2008, the Company’s sales revenues
declined by CZK 33 million to a total of
CZK 6 billion (INR 15.3 billion). The
Company posted a net loss of

CZK -175 million (INR -440 million) for
2008 In particular, the loss was caused by

a rise in marketing costs in conjunction with

market launches of new models, and
defence of market shares in the face of the
negative market trend in the second half.
Net liquidity underwent a planned
reduction from CZK 1.1 billion

(INR 2.4 billion) to -528 million CZK

(INR -1.33 billion), primarily as a result

of capital expenditures totalling

CZK 872.7 million (INR 2.2 billion). The bulk
of these expenditures went on the Skoda
Fabia model line as production capacities
were expanded and depth of production
increased. Other capital expenditures were
incurred to ramp up production of
Volkswagen Group models.

An important event of 2008 was the
commencement of production of other
Volkswagen Group models in the
company’s plant. The VW Jetta went into
production in May and the Audi A4
followed in September. This raised the
number of models in production to nine
(2007: six models). In total, 20,975 vehicles
were produced (2007: 12,870 vehicles),
18,342 of which were of the Skoda brand.

In 2008, the Skoda won more awards in
India: it took the first place in the J.D. Power
Sales Satisfaction Index (SSI) and the
Octavia Tour defended its top position in
the overall customer satisfaction survey
conducted by TNS company.

Volkswagen Rus

In 2008, the company produced a total of
62,327 units, 37,312 of which were Skoda
brand vehicles. The Skoda Octavia Tour
contributed the most to this result,
accounting for 639% of the Skoda brand'’s
unit sales volume in the Russian market.

Throughout the year 2008, in addition to
assembling vehicles from kits, the company
continued in activities related to building its
manufacturing facility.

The company’s sales revenues in 2008
reached CZK 18.8 billion (RUB 27.2 billion),
which represents considerable growth
compared to 2007 (CZK 329 million, RUB
475 million). Compared to the previous
year, the company’s profit before income
tax fell by CZK 1.5 billion (RUB 2.1 billion)
to -1.7 billion CZK (-2.5 billion RUB). Similar
development was seen in net liquidity,
which was down -1.3 billion CZK

(-1.9 billion RUB) to -6.0 billion CZK

(-8.7 billion RUB). The negative
performance in key financial indicators was
due to the fact that the company is
currently in the early phases of its
operations.

During the year the company’s owners
decided to raise its base capital by investing
a total of RUB 5.8 billion. Skoda Auto
participated in the capital raise through

an in-kind investment valued at

RUB 2.0 billion, corresponding to a Czech
Koruna equivalent of CZK 1.3 billion.

Effective as of 12 January 2009,
Volkswagen Rus merged with the company
000 VOLKSWAGEN Group Rus (for more
information, see the Financial Section

of the Annual Report - Note 29 to the
Consolidated Financial Statements).




VALUE-ORIENTED

MANAGEMENT

We use the resources entrusted to us
with an awareness of responsibility for
our growth. The aim is to ensure long-
term, continual growth in the value of
Skoda Auto Group and thereby retain
our independence.

Sustainable Economic Development
Every company is subject to many, often
contradictory, demands - from the markets
in which it operates, from investors and
owners, and from other interest groups.
Customers expect fantastic products,
shareholders expect dividends and returns
on their investments, employees expect job
security, and suppliers expect
commensurate consideration for products
supplied and services rendered.

The fulfilment of expectations of various
interest groups is possible only if the
company has a healthy economic
foundation. From a long-term perspective,
this means that it is able to generate
sufficient resources above and beyond
capital costs for investment in products,
quality and technology, and thereby
continually maintain its competitiveness.

Therefore, the Group pays extraordinary
attention to effective utilisation of resources
as a tool for achieving sustainable
economic growth.

Financial Management System

The basis of the internal financial
management system is a focus on attaining
continual Group’s growth in value. This
objective is closely related to the utilisation
of all available resources.

In order to optimise the asset and capital
structure and, further, to measure the
effectiveness of invested resources, the
Return on Capital Employed indicator is
used. This indicator allows us to measure
the success of the Company as a whole,
and it also serves well as a criterion for
comparing, assessing and subsequently
deciding on investment proposals, projects,
and products, or to evaluate individual
areas. The Group uses the indicator in
day-to-day decision-making with the aim
of achieving planned short-term results,
as well as to achieve strategic goals.




Group Return on Invested Capital (CZK million)

2006

2007

2008

Operating profit before tax

Notional income tax*

Operating profit after notional tax
Capital employed

Return on capital employed (%)

14,602
5111
9,491
56,485
16.8

19,784
6,924
12,860
57,214
22.5

13,620
4,086
9,534
63,095
15.1

* Long-term effective tax rate of the Volkswagen Group (2006 and 2007: 35%, 2008: 30%).

Return On Capital Employed (ROCE) is
defined as the ratio of operating profit after
deduction of a notional income tax to the
value of capital employed in achieving the
operating result. The notional income tax
liability is determined on the basis of the
Volkswagen Group’s long-term effective tax
rate. Capital employed is the average value
of operating assets (tangibles and
intangibles, inventory, trade receivables,
and that portion of receivables which is
reported in the item “Other”) less the value
of non-interest-bearing capital (trade
payables with the exception of advances
received and uninvoiced deliveries).

In 2008, the Group’s ROCE was 15.1%
(2007: 22.5%). This value puts Skoda Auto
Gr