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INTERIM MANAGEMENT REPORT 
 
 

Economic Framework 
 
The performance of the global economy remained sluggish throughout the first half of 2016 
and fell short of the expectations underlying earlier projections. This development is marked, 
above all, by downward trends seen in economic data from the USA and China, as well as 
uncertainty in the European Union (EU) in the context of Great Britain’s referendum on EU 
membership (“Brexit”). 
 
Despite the monetary policy measures taken by the European Central Bank (ECB) to 
stimulate economic activity (quantitative easing) and the low raw material prices, the growth 
of GDP (gross domestic product) in the euro area remained muted in the first quarter of 
2016. Seasonally adjusted, real GDP grew at a rate of 0.6% in the euro area (0.8% in 
Austria), compared with the previous period. In contrast, the US economy started the year at 
a more dynamic pace, growing initially at a rate of 1.1%. 
 
The trends in the real economy continue to receive support from measures taken at central 
bank level, especially by the ECB and the US Federal Reserve System (Fed), but also by the 
central banks of China and Japan. In March 2016, the ECB decided to step up its asset 
purchase programme (APP), which was launched in March 2015 to stimulate the economy 
and reach the inflation target of 2% p.a., from EUR 60 billion to EUR 80 billion per month. In 
addition to the types of assets originally agreed, the central banks of the euro system have 
now extended their purchase programmes to include corporate bonds (Corporate Sector 
Purchase Programme – CSPP) with adequate ratings (i.e. at least BBB-). Previous 
restrictions on the purchase of bonds issued by supranational institutions were relaxed. 
Moreover, in March 2016 the ECB’s key lending rate was reduced from 0.05% to a record 
low of 0% p.a.; at the same time, the ECB changed its negative deposit rate from -0.3% to  
-0.4%. In June 2016, banks for the first time were offered the possibility of borrowing money 
from the ECB at the current key lending rate within the framework of its new series of 
targeted longer-term financing operations running until March 2017 (TLTRO II); loans in a 
total volume of EUR 399.3 billion were taken out, most of them serving to prolong existing 
liabilities from TLTRO I. 
 
These expansionary monetary-policy measures led to further significant interest rate cuts 
and a noticeable reduction in credit spreads on euro area government bonds. In combination 
with the prevailing atmosphere of uncertainty in the euro area – not least due to the 
referendum in the United Kingdom, in which 51.9% of the votes were in favour of Britain 
leaving the EU (“Brexit”) – this led to yields on ten-year German government bonds turning 
negative for the first time in June 2016. 
 
Despite the monetary-policy measures taken by the ECB, inflation in the euro area remained 
very low, with consumer prices (according to the Harmonized Index of Consumer Prices – 
HICP) up by no more than 0.1% year on year; Austria’s inflation rate of 0.6% was 
substantially above this average.  
 
The expansionary money supply policy in Europe and Asia (interest rate cuts by the Chinese 
central bank and continued quantitative easing by the Bank of Japan) contrasted with a slight 
trend to the contrary in the USA. After the Fed increased its key lending rate (the “federal 
funds rate”) to a range of 0.25% to 0.5% on 16 December 2015, further interest rate hikes 
were considered unlikely for the rest of 2016. At its meeting in June, the Fed decided to 
maintain the current range of 0.25% to 0.5%. At the same time, the US federal bankers 
revised their December interest rate forecast for 2018 downward from 3.3% to 2.4%. 
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In view of the uncertainties in the wake of “Brexit” and renewed concerns over the financial 
health of Italian banks, expectations of an economic recovery within the euro area in the 
short term remain subdued. According to its spring forecast (May 2016), the European 
Commission (EC) expects an economic growth rate for the euro area of 1.6% in 2016 (winter 
forecast February 2016: 1.7%). Growth projections for Austria have been revised from 1.7% 
to 1.5%. The USA is not completely immune to the worldwide mood of uncertainty and also 
had to revise its original, more optimistic economic growth projections downward by 0.4% to 
2.3% in May 2016. 
 
 

Purpose of the company 
 
KA Finanz AG (KF) was established on 28 November 2009 through the demerger of the 
former Kommunalkredit and is the legal successor of the latter. As provided for in the 
restructuring plan approved by the European Commission (EC), General Directorate for 
Competition, on 31 March 2011, KF is responsible for the structured run-down of the non-
strategic portfolio. In September 2015 KF took over the part of Kommunalkredit remaining 
after the demerger for new incorporation with asset and liability positions in the amount of 
approx. EUR 6.7 billion (“merger”). 
 
KF’s business purpose is to pursue a targeted reduction of risks, while minimising the input 
of public resources and utilising any potential for value recovery, with the best possible own 
contributions by the bank being made in accordance with EU state aid rules (burden 
sharing). The bank is not engaged in any new asset-side business. Assets in the KF portfolio 
are funded primarily through secured and unsecured commercial paper issues, customer 
deposits, secured money-market transactions (repos) and covered bonds. 
 
 

Development of business in the first half of 2016 
 
In the first half of 2016, KA Finanz AG (KF) wound down risk positions in a total amount of 
EUR 518.0 million, including EUR 98.6 million through active run-down measures and 
another EUR 419.4 million through scheduled and early redemptions. While the bank also 
took advantage of short-term market opportunities, KF’s efforts were primarily targeted at 
further portfolio optimisation measures. In particular, KF’s exposure to HETA in the amount 
of EUR 65.0 million was completely sold in April 2016; the sovereign exposure to Poland and 
the exposure to Italian regions were reduced. The remaining Austrian exposure was 
completely eliminated as well. 
  
In the CDS portfolio, Austrian CDS with a nominal value of EUR 158.0 million matured at the 
end of June 2016; thus, the remaining CDS sell exposure, which exclusively refers to the 
Republic of Austria, amounts to EUR 426.9 million and is due to mature completely in 2017. 
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The following table shows the reduction of risk positions since the beginning of the 
restructuring process in November 2008: 
 
Table: Reduction of risk positions since November 2008, in EUR million 

Run-down of risk positions  
since November 2008 
in EUR million 

Total 
2008 to 2014 

2015 1 to 6/2016 
Total 

2008 to 6/2016 

Securities – sold  5,913.1 635.4 98.6 6,647.1 

Loans – sold 801.9 55.0 0.0 856.9 

CDS – sold 10,799.4 0.0 0.0 10,799.4 

Total sold 17,514.5 690.4 98.6 18,303.4 

Securities – redeemed 3,152.3 192.1 65.7 3,410.1 

Loans – redeemed 2,162.6 315.8 192.4 2,670.8 

CDS – maturities 786.8 0.0 161.4 948.2 

Total redeemed 6,101.7 507.9 419.4 7,029.0 

Total sold / redeemed 23,616.2 1,198.2 518.0 25,332.4 

 
Altogether, KF has succeeded in winding down risk positions in a total amount of 
EUR 25.3 billion since the beginning of the restructuring process in November 2008, the 
better part thereof, i.e. EUR 18.3 billion, through the active run-down of securities, CDS and 
loan positions. 
 
 

Portfolio / Risk structure 
 
As at 30 June 2016, KA Finanz AG’s (KF) total exposure amounted to EUR 9.8 billion (total 
assets: EUR 12.8 billion), comprising EUR 4.8 billion in loans (31-12-2015: EUR 5.0 billion) 
and EUR 3.7 billion in securities (31-12-2015: EUR 4.0 billion), corresponding to 48.9%  
(31-12-2015: 47.1%) and, respectively, 38.2% of the total exposure (31-12-2015: 37.5%). 
The CDS and guarantee exposure, amounting to EUR 0.5 billion and representing 4.8% of 
the portfolio (31-12-2015: EUR 0.6 billion or 6.1%), primarily included risk positions from the 
aforementioned CDS-sell exposure of EUR 426.9 million to the Republic of Austria. 
 
The following table shows the development of exposures since the end of 2008: 
 
Table: Development of exposures since November 2008, in EUR million 

Development of exposures  
since November 2008  
in EUR million 

28-11-2008 / 
31-12-2009 

31-12-2014 
BEFORE merger 

31-12-2015 
AFTER merger 

30-6-2016 

Total exposure  
(end of year/month) 

30,000 / 27,299 5,701.0 10,638.0 9,796.1 

   of which securities / loans 15,200 / 13,630 4,696.0 8,994.0 8,534.5 

   of which CDS and guarantees 12,200 / 10,737 399.0 646.0 473.9 

   of which other (money market /    
  derivatives) 

2,600 / 2,932 606.0 998.0 787.7 

Total assets pursuant to  
Austrian Commercial Code 

- / 17,657 7,285.4 14,391.1 12,769.9 

Hidden burden 
1)

 - -902.6 -1,188.1 -1,428.0 
1)

 from securities, loans and CDS exposures as well as hedging derivatives 

 
Hidden burdens, i.e. the difference between book values and market values, increased from 
a year-end level of EUR 1,188.1 million to EUR 1,428.0 million. Hidden burdens are primarily 
due to the increase of credit spreads since the closure of transactions and the currently low 
level of interest; as a result, the market value of the portfolio (incl. the corresponding 
derivative positions) dropped below the book value. Hidden burdens do not represent a 
permanent impairment; if the corresponding financial instruments are held to maturity, hidden 
burdens can be fully recovered (pull-to-par effect). 
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The majority of KF’s debtors are Austrian and foreign territorial authorities (sovereigns, 
municipalities, local authorities), public-sector entities (PSEs) and quasi-municipal 
enterprises. As at 30 June 2016, the ten biggest exposures to the public sector (from 
sovereign risks, territorial authorities and government-guaranteed positions) amounted to 
EUR 6.0 billion, i.e. 61.3% of the total portfolio (31-12-2015: EUR 6.2 billion or 58.3%), of 
which EUR 4.5 billion or 45.9% (31-12-2015: EUR 4.7 billion or 44.6%) is accounted for by 
the euro area (incl. Austria) and EUR 3.3 billion or 33.7% by the Republic of Austria and 
Austrian territorial authorities. The latter amount includes EUR 1.8 billion in subsidised 
housing loans that were originated by Austrian provinces and bought by Kommunalkredit 
(before the 2009 demerger). These small loans are secured by mortgages and guaranteed 
by the provinces concerned (double-default approach). 
 
Overall, KF has a portfolio of very high asset quality that is concentrated in the upper rating 
classes; as at 30 June 2016, EUR 8.6 billion or 88.3% (31-12-2015: 88.3%) of the total 
portfolio was rated investment grade (BBB- or higher) and EUR 4.9 billion or 50.6% was 
rated AAA/AA (31-12-2015: 49.3%). The average rating has remained unchanged at A 
(rating scale according to Standard & Poor’s / Fitch), while the non-performing-loan (NPL) 
ratio (definition of default according to Basel III) has improved from 1.7% to 1.3%. 
 
Table: Breakdown of exposures by rating, in TEUR or % 
Rating range 30-6-2016 31-12-2015 

 in TEUR in % exposure in TEUR in % of exposure 

AAA / AA 4,953.8 50.6% 5,246.5 49.3% 

A 2,041.5 20.8% 2,410.2 22.7% 

BBB 1,654.2 16.9% 1,735.4 16.3% 

Total investment grade 8,649.6 88.3% 9,392.1 88.3% 

Non-investment grade 1,146.5 11.7% 1,245.7 11.7% 

 
Besides specific loan loss provisions in the amount of EUR 71.6 million and a receivable in 
the amount of EUR 4.2 million guaranteed by the Republic of Austria, provisions of 
EUR 4.0 million and EUR 122.5 million pursuant to § 57(1) and, respectively, § 57(3) of the 
Austrian Banking Act (“fund for general banking risks”) were booked as at 30 June 2016; 
additional portfolio loan loss provisions stood at EUR 1.0 million. Altogether, KF’s risk 
provisions constitute a risk buffer of EUR 203.3 million as at 30 June 2016. 
 
 

Capital measures taken by the Republic of Austria since 
nationalisation 

 
Since 2014, KA Finanz AG (KF) has not required any capital support from the Republic of 
Austria. The net amount of all capital support measures taken by the Republic of Austria 
between November 2008 and the reporting date of 30 June 2016 decreased by 
EUR 20.5 million to EUR 2,112.5 million. The reduction is due to guarantee fees in the 
amount of EUR 20.4 million paid in the first half of 2016 and the fact that the outstanding 
surety of the Republic of Austria was reduced through redemption by EUR 0.1 million to 
EUR 4.2 million without guarantee call  
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Capitalisation support received by KF since the beginning of the restructuring process in 
November 2008 can be broken down as follows:  
 
Table: Overview of capital measures taken by the Republic of Austria as at 30 June 2016, in EUR million 

Overview of capital measures taken by the Republic of Austria 
in EUR million 

31-12-2014 30-6-2015 31-12-2015 30-6-2016 

Capitalisation agreement of 17-11-2009 with debtor warrant 1,140.1 1,140.1 1,140.1 1,140.1 

Shareholder contributions / Government surety 1,139.4 1,139.2 1,139.0 1,138.9 

Capital increase 2011 389.0 389.0 389.0 389.0 

Total gross 2,668.5 2,668.3 2,668.1 2,668.0 

Guarantee fees paid by KF 2008 – 6/2016 -681.3 -689.4 -706.7 -727.0 

Return cash flows from guarantee fees 2008 – 12/2011 210.0 210.0 210.0 210.0 

Guarantee fees paid by KF under debtor warrant structure 2009 – 7/2013 -38.5 -38.5 -38.5 -38.5 

Total net 2,158.7 2,150.4 2,133.0 2,112.5 

 
The Republic of Austria, having recapitalised KF as provided for in the capitalisation 
agreement of 17 November 2009, is entitled to receive future annual surpluses (senior to 
profit participation rights and equity instruments) and/or future liquidation proceeds (senior to 
equity instruments, but junior of all other liabilities) in the amount of EUR 1,324.9 million (as 
at 30-06-2016) under its value recovery right. 
 
 

Liquidity guarantees of the Republic of Austria 

 
As at 30 June 2016, the liquidity guarantees of the Republic of Austria granted under the 
Financial Markets Stability Act (Finanzmarktstabilitätsgesetz – FinStaG) amounted to 
EUR 4.5 billion (31-12-2015: EUR 4.5 billion), including a EUR 3.5 billion framework 
guarantee for the commercial paper programme and an EUR 1.0 billion government-
guaranteed bond maturing in 2020. 
 
Table: Development of liquidity guarantees, in EUR million 

Liquidity guarantees  
in EUR million 

31-12-2010 31-12-2011 31-12-2012 31-12-2013 31-12-2014 31-12-2015 30-6-2016 

IBSG guarantees 
1)

 7,547.2 4,547.2 2,297.2 1,246.2 0.0 0.0 0.0 

Clearing bank line 1,750.0 0.0 0.0 0.0 0.0 0.0 0.0 

Guarantees under the Financial 
Markets Stability Act 

0.0 2,500.0 3,000.0 3,000.0 3,000.0 4,500.0 4,500.0 

Total 9,297.2 7,047.2 5,297.2 4,246.2 3,000.0 4,500.0 4,500.0 
1)

 based on exchange rates at time of issue 
 
The guarantees in place do not qualify as equity and, therefore, do not count as capital 
measures; the guarantees are not expected to be called. 
 
 

Guarantee fees 
 
In the first half of 2016, KA Finanz AG (KF) paid guarantee fees in the amount of 
EUR 20.4 million, including EUR 13.2 million for the government-guaranteed commercial 
paper (CP) programme, EUR 6.9 million for the EUR 1.0 billion government-guaranteed 
bond, and EUR 0.2 million for the surety of the Republic of Austria standing at 
EUR 4.2 million as at 30 June 2016. By 30 June 2016, guarantee fees paid by KF since its 
takeover by the Republic of Austria added up to a gross total of EUR 727.0 million. After 
deduction of the restructuring contributions in the amount of EUR 210.0 million made by the 
Republic of Austria up to the end of 2011, net guarantee fees paid come to a total of 
EUR 517.0 million, broken down as follows: 
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Table: Guarantee fees, in EUR million 

Guarantee fees  
in EUR million 

Total 
2008 to 2015 

1 to/2016 
Total 

2008 to 6/2016 

Sureties (incl. original asset-side surety and debtor warrant surety) 354.6 0.2 354.8 

Issue guarantees 253.5 6.9 260.4 

Commercial paper guarantee 72.6 13.2 85.9 

Fees for clearing bank line 
1)

 15.1 0.0 15.1 

ELA guarantee  10.8 0.0 10.8 

Total KF 706.7 20.4 727.0 

Restructuring contributions of the Republic of Austria 210.0 0.0 210.0 

Total net KF 496.7 20.4 517.0 

1)
 no longer utilised after 28-2-2011 

 

 
 

Rating 
 
KA Finanz AG (KF) has been rated A/A-2 (short-term/long-term) by Standard & Poor’s 
(S&P); KF’s Fitch rating is BBB+/F2. Both agencies qualify the rating outlook as stable. 
 
Moreover, on 4 March 2016 S&P awarded a rating of AA- to KF’s covered bonds. 
 
The ratings of the government-guaranteed commercial paper programme remain unchanged 
at A-1+ by S&P and F1+ by Fitch. 
 
 

Termination of the trustee relationship between the  
Republic of Austria and FIMBAG 
 
Implementing the Ministerial Council decision of 3 November 2015, the annual shareholders’ 
meeting of the Financial Markets Holding Company of the Republic of Austria 
(Finanzmarktbeteiligung Aktiengesellschaft des Bundes – FIMBAG), which previously held 
the shares in KA Finanz AG (KF) (100%) in trust for the Republic of Austria, decided on  
15 April 2016 to wind up the company as of 30 June 2016. This resulted in the termination of 
the trustee relationship between the Republic of Austria and FIMBAG by mutual consent as 
of 15 April 2016 and the re-transfer of the shares held in trust by FIMBAG to the Federal 
Ministry of Finance on the basis of the transfer agreement concluded on 17 February 2012. 
 
 

New appointments to the Supervisory Board 
 
The annual shareholders’ meeting of 18 May 2016 elected Stephan Koren (Director General 
of Immigon Portfolioabbau AG since 2015) and Bruno Ettenauer (most recently CEO of  
CA Immobilien Anlagen AG) to the positions of chairman and, respectively, deputy chairman 
of the Supervisory Board. They succeeded to Klaus Liebscher, former Chairman of the Board 
of the Financial Markets Holding Company of the Republic of Austria (FIMBAG) and 
Governor of the Austrian National Bank (OeNB), and Adolf Wala, former President of the 
Austrian National Bank and Member of the Board of FIMBAG, who had been in office since 
2009 and were not available for another term of office. The other members of the 
Supervisory Board were re-elected. 
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Legal proceedings 
 
In the interim reporting period there were no changes to legal risks, including those arising 
from pending proceedings, that would require an adjustment of the assessment expressed in 
the annual financial statements as at 31 December 2015. On the basis of information 
obtained from their legal counsel, the Boards of the bank uphold their opinion that the 
objections and claims raised are unfounded. 
 
All the necessary steps continue to be taken in order to contest the objections and claims 
raised. 
 
 

Balance sheet structure and income position 
 

Assets 
 
Compared with the 2015 year-end value, KA Finanz AG’s (KF) total assets decreased by 
EUR 1.6 billion or 11.3% to EUR 12.8 billion as at 30 June 2016 (31-12-2015: 
EUR 14.4 billion). On the one hand, this reduction is due to active portfolio run-down 
measures and redemptions; on the other hand, it derives from the fact that own covered 
bonds collateralised through a cover pool, which were not placed externally but put up as 
collateral for liquidity raised via the ECB tender, are recognised on a net basis for the first 
time (§ 51(5) Austrian Banking Act). 
 
KF’s total assets include loans and advances to customers of EUR 6.4 billion (31-12-2015: 
EUR 7.2 billion) and public-sector debt instruments and bonds of EUR 2.3 billion  
(31-12-2015: EUR 4.0 billion). Loans and advances to banks amount to EUR 3.3 billion  
(31-12-2015: EUR 2.2 billion). In addition, contingent liabilities of EUR 0.5 billion  
(31-12-2015: EUR 0.7 billion) are shown on the balance sheet, which include the remaining 
CDS exposure (relative to the Republic of Austria) of EUR 0.4 billion and guarantees of 
EUR 0.1 billion. 
 
 

Risk-weighted assets and own funds 
 
As at 30 June 2016, KF had a sound capital base with own funds of EUR 570.5 million  
(31-12-2015: EUR 620.2 million) and common equity tier-1 capital of EUR 465.2 million  
(31-12-2015: EUR 481.0 million). Based on risk-weighted assets of EUR 2.6 billion as at 
30 June 2016 (31-12-2015: EUR 3.1 billion), this results in a total capital ratio of 20.7%  
(31-12-2015: 19.8%) and a common equity tier-1 ratio of 16.9% (31-12-2015: 15.3%). 
 
Since 1 January 2014, the capital ratios have been calculated in accordance with Basel III 
rules (CRR I / CRD IV). KF uses the standardised approach for the calculation of its risk-
weighted assets and its operational risk. 
 
 

Funding structure / Liquidity 
 
As at 30 June 2016, KF’s funding volume (excluding own funds) totalled EUR 11.7 billion 
(31-12-2015: EUR 11.6 billion). Of this total, an amount of EUR 9.0 billion (31-12-2015: 
EUR 8.2 billion) is accounted for by short-term funding, in particular commercial paper 
issues, ECB tenders, money-market deposits and repo funding. 
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The long-term funding volume amounts to EUR 2.7 billion (31-12-2015: EUR 3.4 billion) and 
includes mainly the covered bonds and the EUR 1.0 billion government-guaranteed bond 
issued by KF in August 2015. 

As at 30 June 2016, the volume of funding raised in the free market, independent of direct 
government support measures, amounted to EUR 7.3 billion (31-12-2015: EUR 7.2 billion), 
which corresponds to 62.4% (31-12-2015: 62.1%) of the total funding volume. 

Income statement 

In the first half of 2016, KF generated an after-tax result for the period, calculated pursuant to 
the Austrian Commercial Code/Austrian Banking Act, of EUR -15.7 million (HY 2015: EUR 0) 
after the release of EUR 26.0 million from the statutory provision pursuant to § 57(1) of the 
Austrian Banking Act. The negative results is due, in particular, to guarantee fees paid by KF 
(EUR -20.4 million) for liquidity guarantees granted by the Republic of Austria, one-off effects 
in interest income (EUR -3.2 million) and contributions paid into the Bank Resolution Fund 
(EUR -3.7 million). In view of the merger with the non-privatised part of Kommunalkredit 
Austria AG implemented in September 2015, a comparison with the previous year’s figures is 
of limited informative value. 

The main income components were as follows: 

 Net interest result
The net interest result reported by KF was negative at EUR -3.2 million (HY 2015:
EUR 1.3 million); this is due, inter alia, to the continued increase in funding costs as a
consequence of the HETA moratorium decided in March 2015 and fixed-interest
covered bond funding which matured in February 2016.

 Net fee and commission result – Guarantee fees paid to the Republic of Austria
The net fee and commission result for the first half of 2016 stood at EUR -20.1 million
(HY 2015: EUR -8.7 million), which is primarily due to guarantee fees of
EUR -20.4 million paid to the Republic of Austria for sureties, issue guarantees and
the guaranteed commercial paper programme. The higher level of fees, compared
with the previous period, results from the increase of the framework guarantee for the
commercial paper programme by EUR 0.5 million from EUR 3.0 billion to
EUR 3.5 billion and the issue of an EUR 1.0 billion government-guaranteed bond.

 General administrative expenses
(excl. contributions to the national Bank Resolution Fund)
KF’s general administrative expenses in the first half of 2016 amounted to
EUR -8.5 million (HY 2015: EUR -6.4 million), with EUR -7.7 million (HY 2015:
EUR -6.4 million) accounted for by other administrative expenses. The latter include,
in particular, compensation paid by KF for operational services rendered by
Kommunalkredit under the service level agreement (SLA) in the amount of
EUR -3.9 million (HY 2015: EUR -3.1 million). The increase over the previous year’s
level is primarily due to additional services provided for the management of the
portfolio taken over within the framework of the merger.

 Contributions to the national Bank Resolution Fund
The contribution to the national Bank Resolution Fund for 2016, prescribed by the
Financial Markets Authority (FMA) and payable pursuant to the Bank Reorganisation
and Resolution Act, amounts to EUR 3.7 million; pursuant to the Austrian Commercial
Code/Austrian Banking Act, the expense is recognised under general administrative
expenses.
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 Net result from valuations and realisations / Appropriation to § 57 provision
The net result from valuations and realisations in a net amount of EUR 19.9 million
(HY 2015: EUR 13.4 million) is primarily due to the costs of portfolio run-down
measures of EUR -6.1 million, booked against the positive effect of the release of
EUR 26.0 million from the provision pursuant to § 57 (1) of the Austrian Banking Act.

Events after the balances sheet date 

No significant events occurred after the balance sheet date. 

Outlook 

Since the beginning of the restructuring process in November 2008, KA Finanz AG (KF) has 
succeeded in winding down risk positions in a total amount of EUR 25.3 million, including 
portfolio reductions in the amount of EUR 518.0 million booked in the first half of 2016. Thus, 
the remaining risk exposure as at 30 June 2016 totals EUR 9.8 billion, including exposures of 
EUR 3.6 billion to Austrian territorial authorities, public-sector entities and quasi-municipal 
enterprises. Altogether, KF’s risk situation is stable, with EUR 8.6 billion or 88.3% of its 
portfolio rated investment grade (BBB- or higher) and an NPL ratio of 1.3%. 

In the second half of the year, KF will continue to focus on active portfolio management. In 
particular, KF intends to explore further portfolio optimisation measures and to make use of 
market opportunities arising in the short term, always considering risk and funding costs and 
with a view to the potential for value recovery and the capital resources of the bank. By the 
end of the year, the portfolio is to be further reduced by another EUR 300 million through 
maturities and redemptions.  

As in previous years, KF will continue to raise short-term funding primarily in the money 
market and/or through commercial paper issues. Given the current regulatory environment 
and the general decline of investor interest in medium- and long-term (unsecured) bank 
bonds, long-funding will have to be provided primarily on a secured basis. 

KF has a sound equity position, with regulatory own funds of EUR 570.5 million and a 
common equity tier-1 capital of EUR 465.2 million, which corresponds to a total capital ratio 
of 20.7% and a common equity tier-1 ratio of 16.9%. 

In view of the interest rate policy pursued by central banks and the impact of negative 
interest on the interest result, as well as the guarantee fees payable to the Republic of 
Austria, KF does not expect to close 2016 with a positive result. 

Vienna, 18 August 2016 

The Executive Board of 
KA Finanz AG 

Helmut Urban Bernhard Achberger 
Chairman of the Executive Board Member of the Executive Board 
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INTERIM FINANCIAL STATEMENTS 

Balance sheet of KA Finanz AG 
pursuant to the Austrian Banking Act 

Assets  
in TEUR 

30-6-2016 31-12-2015 

Cash and balances with central banks 487,528.7 647,634.7 

Public-sector debt instruments eligible as collateral for central bank funding 532,328.0 470,661.8 

Loans and advances to banks 
   (after provisions pursuant to § 57(1) Austrian Banking Act of  
   EUR -4.0 million.(06/16) / EUR -30.0 million (12/15)) 

3,256,667.0 2,228,169.1 

Loans and advances to customers 6,443,618.7 7,160,349.7 

Bonds and other fixed-income securities 1,783,182.7 3,566,750.3 

Participations 0.1 0.1 

Property, plant and equipment 70.8 70.8 

Other assets 207,585.8 241,245.6 

Accruals and deferrals 58,768.8 76,191.9 

Total assets 12,769,750.6 14,391,074.0 

Liabilities 
in TEUR 

30-6-2016 31-12-2015 

Amounts owed to banks 3,727,497.3 3,883,911.7 

Amounts owed to customers 1,917,748.6 1,050,101.1 

Securitised liabilities 6,137,928.6 8,374,165.1 

Other liabilities 233,328.7 277,754.6 

Accruals and deferrals 48,838.8 51,377.7 

Provisions 102,543.6 136,657.5 

Fund for general banking risks 122,500.0 122,500.0 

Supplementary capital 
   (according to Part 2 Title I Chapter 4 of Regulation (EU) No 575/2013) 

136,474.5 136,064.4 

Subscribed capital 389,000.0 389,000.0 

Capital reserves 74,819.4 74,819.4 

additional paid-in capital 65,845.8 65,845.8 

unappropriated reserves 8,973.6 8,973.6 

Statutory reserve pursuant to § 57(5) Austrian Banking Act 93,388.1 93,388.1 

Net loss -214,317.0 -198,665.6 

of which loss carryforward -198,665.6 -169,401.5 

of which result for the period -15,651.4 -29,264.1 

Total liabilities 12,769,750.6 14,391,074.0 
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Income Statement of KA Finanz AG 
pursuant to the Austrian Banking Act 
 

 

in TEUR 
1-1-2016 - 
30-6-2016 

1-1-2015 - 
30-6-2015 

1)
 

Interest and similar income 
2)

 257,135.1 162,687.8 

Interest and similar expenses -260,369.9 -161,358.4 

Net interest income -3,234.8 1,329.4 

Net fee and commission income -20,125.7 -8,724.1 

of which guarantee fees paid to the Republic of Austria -20,370.2 -8,113.3 

Result from financial transactions 50.7 39.4 

Other operating income 982.6 2.2 

Operating income -22,327.3 -7,353.1 

General administrative expenses -12,148.4 -7,871.3 

Personnel expenses -768.0 0.0 

Other administrative expenses (non-personnel) -7,699.4 -6,371.3 

Contributions to the Bank Resolution Fund -3,681.0 -1,500.0 

Other operating expenses -1,052.1 0.1 

Operating expenses -13,200.5 -7,871.2 

Operating result -35,527.8 -15,224.3 

Result from valuations and realisations 19,883.0 13,393.4 

of which change in provision pursuant to § 57(1) Austrian Banking Act 26,000.0 20,548.2 

of which from portfolio run-down and valuations -6,117.0 -7,154.8 

Result of ordinary activities -15,644.8 -1,830.9 

Extraordinary income 0.0 2,443.6 

Extraordinary result 0.0 2,443.6 

Taxes on income -3.3 -612.7 

Other taxes -3.3 0.0 

Result for the period -15,651.4 0.0 

 
1)

 The figures for the period 1-1-2015 to 30-6-2015 relate to KF prior to the merger with the non-privatised part of Kommunalkredit Austria AG on  
    26 September 2015 and therefore are not fully comparable. 
2)

 In the first half of 2016 negative interest in the amount of TEUR 852.2 was paid for credit balances with the Austrian National Bank. 
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NOTES TO THE INTERIM FINANCIAL STATEMENTS  
OF KA FINANZ AG 
 
 

1. General principles 
 
These interim financial statements of KA Finanz AG (KF), prepared in accordance with § 87 
of the Stock Exchange Act, comprise a condensed balance sheet, a condensed income 
statement, explanatory notes and an interim management report. The interim financial 
statements presented for the period from 1 January to 30 June 2016 do not contain all the 
information and disclosures required for the annual financial statements and, therefore, are 
to be read in conjunction with the 2015 annual financial statements of KF. 
 
 

2. Accounting and measurement principles 
 
The provisions of the 2014 Act on Amendments to Accounting Requirements 
(Rechnungslegungs-Änderunsgesetz – RÄG 2014), applicable to annual periods starting 
from 1 January 2016, were observed in the preparation of the 2016 Interim Financial 
Statements. First-time adoption of the act had the following effects for KF: 
 

- Provisions with a residual term of more than one year were discounted at a prevailing 
interest rate in accordance with RÄG 2014. First-time adoption of this provision as at 
1 January 2016 resulted in a difference of TEUR 3,817.8, which is distributed over a 
period of not more than five years up to the expected performance date of the 
provision and recognised as deferred income. 

- The calculation of deferred taxes is changed from a P&L-oriented concept to a 
temporary concept. Moreover, the act introduced a requirement to capitalize deferred 
tax assets. According to KF’s calculation, based on tax budgeting, setting up of an 
asset item and/or a provision for deferred taxes is not required. 

 
Own bonds collateralised through a cover pool, which are not placed externally but put up as 
collateral for liquidity raised through an ECB tender, are shown on a net basis for the first 
time in the 2016 Interim Financial Statements (§ 51(5) Austrian Banking Act). As at  
30 June 2016, this results in a reduction of total assets by EUR 1,561.4 million. Up to and 
including the 2015 Annual Financial Statements, such bonds were shown both on the asset 
side and the liability side of the balance sheet (as at 31-12-2015: EUR 1,561.2 million). 
 
All other accounting and measurement methods applied remained unchanged, as compared 
with KF’s Annual Financial Statements as at 31 December 2015. 
 
 

3. Other disclosures 
 

a. Development of earnings 
 
Disclosures regarding the development of earnings in the first half of 2016 and the significant 
events during the period under review are contained in the interim management report. 
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b. Development of regulatory own funds 
 

Assessment base  
in TEUR 

30-6-2016 31-12-2015 

Risk-weighted assets relative to credit risk according to CRR 2,607,303.6 2,972,357.8 

Own funds requirements   
 

   for credit risk 
1)

 208,584.3 237,788.6 

   for operational risk
 1)

 0.0 0.0 

   for the risk of credit value adjustment (CVA charge) 
2)

 11,711.7 12,978.2 

Total (own funds required) 220,296.0 250,766.9 

1)
  The standardised approach is used to determine own funds requirements for credit risk and operational risk. 

 
2)

  Pursuant to Art. 381, CRR; market valuation of the credit risk of the counterparty relative to business activities for OTC derivatives 
  

 
 

   Own funds actual  
in TEUR 

30-6-2016 31-12-2015 

Common equity after components to be deducted (tier 1) 465,215.9 481,041.9 

Additional own funds after components to be deducted 105,239.5 139,133.4 

Eligible own funds (tier 1 and tier 2) 570,455.4 620,175.3 

  
  

 
Unappropriated own funds 350,159.4 369,408.5 

Total capital ratio  20.7% 19.8% 

Common equity tier-1 ratio  16.9% 15.3% 

 
 

c.  Contingent liabilities 
 
As at 30 June 2016, contingent liabilities were as follows: 
 

in TEUR 30-6-2016 31-12-2015 

Contingent liabilities   
 

 
Sureties and guarantees 550,970.4 725,892.4 

 
of which CDS sell 435,806.9 609,572.4 

 
of which guarantees 115,163.5 116,320.1 

Other obligations   
 

 
Loan commitments and unused lines 21,155.1 25,431.6 

 

The remaining CDS-sell positions comprise an exposure to the Republic of Austria in the 
amount of TEUR 426,906.9 (31-12-2015: TEUR 600,672.4) and a hedging position for an 
own issue in the amount of TEUR 8,900.0 (31-12-2015: TEUR 8,900.0). 
 
Moreover, hedging positions for securities (CDS buy) amount to TEUR -2,902.2 (31-12-2015: 
TEUR -5,930.0). 
 
In the first half of 2016, the CDS portfolio developed as follows: 
 

in TEUR 
Nominal amounts 

31-12-2015 
Runoff/Maturity CDS 

1-6/2016 
FX changes 

Nominal amounts 
30-6-2016 

CDS sell 609,572.4 -165,334.8 -8,430.7 435,806.9 

CDS buy -5,930.0 2,970.5 57.3 -2,902.2 

Total 603,642.4 -162,364.3 -8,373.4 432,904.7 
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The market values of the CDS portfolio were as follows: 
 

in TEUR 
Market values  

30-6-2016 
Market values  

31-12-2015 

CDS sell -621.7 -539.7 

CDS buy -6.5 -29.7 

Total -628.3 -569.5 

 
 

d. Legal risks and other obligations 
 
In the interim reporting period there were no changes to legal risks, including those arising 
from pending proceedings, that would require an adjustment of the assessment expressed in 
the annual financial statements as at 31 December 2015. On the basis of information 
obtained from their legal counsel, the Boards of the bank uphold their opinion that the 
objections and claims raised are unfounded. 
 
All the necessary steps continue to be taken in order to contest the objections and claims 
raised. 
 
 
Vienna, 18 August 2016 
 
 

The Executive Board of  
KA Finanz AG 

 
 
 
 
 
 
 Helmut Urban Bernhard Achberger 
 Chairman of the Executive Board Member of the Executive Board 
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STATEMENT BY THE LEGAL REPRESENTATIVES ON THE 
INTERIM FINANCIAL REPORT 
 
 
We herewith confirm to the best of our knowledge that the condensed Interim Financial 
Statements prepared in accordance with the relevant accounting standards present a true 
and fair view of the assets, the financial position and the income of the company and that the 
Interim Management Report presents a true and fair view of the assets, the financial 
position and the income of the company as regards the important events during the first six 
months of the business year and their impact on the condensed Interim Financial 
Statements, and as regards the material risks and uncertainties of the remaining six months 
of the business year. 
 
 
Vienna, 18 August 2016 
 
 

The Executive Board of  
KA Finanz AG 

 
 
 
 
 
 
 Helmut Urban Bernhard Achberger 
 Chairman of the Executive Board Member of the Executive Board 
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REPORT ON REVIEW OF THE CONDENSED INTERIM 
FINANCIAL STATEMENTS PURSUANT TO THE  
AUSTRIAN COMPANY CODE AS AT 30 JUNE 2016 
 
 

Introduction 
 
We have reviewed the accompanying condensed Interim Financial Statements of  
KA Finanz AG, Vienna, for the period from 1 January to 30 June 2016. The condensed 
Interim Financial Statements comprise the condensed balance sheet as at 30 June 2016, the 
condensed income statement for the period from 1 January to 30 June 2016 as well as 
explanatory notes. 
 
The legal representatives of the company are responsible for the preparation of these 
condensed Interim Financial Statements. 
 
Our responsibility is to express a conclusion on these condensed Interim Financial 
Statements based on our review. 
 
 

Scope of review 
 
We conducted our review in accordance with the legal provisions and the professional 
standards applicable in Austria as well as the International Standard on Review 
Engagements ISRE 2410 “Review of Interim Financial Information Performed by the 
Independent Auditor of the Entity”. The review of interim financial information consists of 
making enquiries, primarily of persons responsible for financial and accounting matters, and 
applying analytical and other review procedures. A review is substantially less in scope than 
an audit and, consequently, does not enable us to obtain assurance that we would become 
aware of all significant matters that might be identified in an audit. Accordingly, we do not 
express an audit opinion. 

 
 
Result of review 
 
Based on our review, nothing has come to our attention that causes us to believe that the 
accompanying condensed Interim Financial Statements have not been prepared in all 
material respects in accordance with the provisions of company and banking law. 
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Comment on the Interim Management Report and the Statement by the Legal 
Representatives pursuant to § 87 of the Stock Exchange Act 
 
We have read and examined the interim management report as to the presence of apparent 
contradictions to the condensed interim financial statements. According to our assessment, 
the interim management report does not contain any apparent contradictions to the 
condensed interim financial statements. 
 
The interim financial statements contain the statement by the legal representatives required 
by § 87 (1.3) of the Stock Exchange Act. 
 
 
Vienna, 18 August 2016 
 
 

PwC Wirtschaftsprüfung GmbH 
 
 
 
 
 

Signed: 
Liane Hirner 

Certified Public Accountant 
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