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INTERIM MANAGEMENT REPORT 
 
 

Economic environment 
 
The world economy continued to grow in the first half of 2018 in both the industrialised world 
and the emerging markets, though at a somewhat slower pace than expected. Based on 
developments in the first half of the year, 2.3% GDP growth has been forecast for the euro 
zone for 2018 as a whole (2017: 2.4%).1 GDP in Austria is expected to grow at a rate of 3.1%, 
slightly exceeding the growth rates of 2.3% projected for Germany (2017: 2.2%) and 2.0% for 
France (2017: 1.8%).2 
 
The rate of inflation in the euro zone ranged between 1.0% and 1.5% in the first half of 2018. 
For 2018 as a whole, it is expected to reach 1.7% due to the significant increase in crude oil 
prices. The majority of the world’s central banks are aiming for an inflation rate of 2.0%.3 The 
positive labour market developments seen in 2017 continued. The unemployment rate in the 
euro zone dropped from 8.6% at the beginning of the year to 8.4% at the end of June 2018. In 
Austria, it decreased from 5.5% to 5.0% over the same period. Political uncertainty in the wake 
of the formation of a new government in Italy generated increased pressure to sell Italian 
government bonds, and growth prospects for Italy have dampened since that time. 
 
The ECB kept its key interest rate unchanged at 0.0% in the first half of 2018 (interest rate on 
deposit facility: -0.4%). Its Asset Purchase Programme (“quantitative easing” – purchase of 
public-sector securities, covered bonds, asset-backed securities and corporate bonds) was 
continued at a reduced average volume of EUR 30 billion per month (until December 2017 it 
was EUR 60 billion per month). The programme is to be maintained at this level until 
September 2018.4 
 
In the USA, the Federal Reserve System (Fed) continued to pursue its policy of monetary 
tightening with two interest rate increases in March and June 2018. Currently its key lending 
rate ranges between 1.75% and 2.0%. Given the development of interest on US government 
bonds, an inverted yield curve can no longer be ruled out altogether, which in the past was 
taken as a reliable indicator of an imminent economic downturn or a recession. 
 
 

Purpose of the company 
 
KA Finanz AG (KF) was established on 28 November 2009 through the demerger of the former 
Kommunalkredit5 as the legal successor of the latter. As provided for in the restructuring plan 
approved by the European Commission on 31 March 2011, KF is responsible for the structured 
wind-down of the non-strategic portfolio.  
 
As of 6 September 2017, date of the administrative decision issued by the Financial Market 
Authority (Finanzmarktaufsicht – FMA), KF is operated as a run-off company pursuant to § 162 
of the Austrian Bank Recovery and Resolution Act and continues to be subject to supervision 
by the FMA. 
 

                                                
1 OeNB: Macroeconomic forecast 2018 to 2020, June 2018 
2 Eurostat 
3 Eurostat, ECB, Fed, Bank of England; Inflation measured by the Harmonised Index of Consumer Prices (HICP) 
4 ECB: Account of monetary policy meeting, 26/07/2018 
5 In the following, these designations are used fort he entities involved: 
 - Kommunalkredit Austria AG, prior to merger 2009 (up to 28/11/2009): former Kommunalkredit 

- Kommunalkredit Austria AG, since merger 2009 up to demerger for reconstitution 2015 (up to 26/09/2015):  
  Kommunalkredit Oldt 
- Kommunalkredit Austria AG, after demerger for reconstitution 2015 (from 26/09/2015): Kommunalkredit 
- KA Finanz AG: KF 



  4 

The business activities of KA Finanz AG are concentrated on the targeted reduction of risk 
positions as well as on realising the maximum potential for the recovery of asset values and 
on ensuring an adequate level of liquidity. There will be no expansion of the asset-side volume 
of business. In line with the objectives of a run-off company, funding for KA Finanz AG is to be 
provided by ABBAG (Abbaumanagementgesellschaft des Bundes), a company wholly owned 
by the Republic of Austria and responsible for the management of wind-down entities. KF no 
longer raises new funding on the money and capital markets. 
 
 

Business performance in the first half of 2018 
 
In the first half of 2018, KA Finanz AG (KF) wound down risk positions in a total amount of 
EUR 552.3 million, including EUR 364.1 million through active runoff measures and another 
EUR 188.3 million through scheduled and early redemptions. 
 
The securities portfolio was reduced by EUR 329.0 million, EUR 279.6 million of which through 
asset sales and EUR 49.5 million through redemptions. The reduction of the US exposure by 
EUR 223.7 million (including US Military Housing bonds of EUR 149.5 million) and a further 
reduction of the Italian exposure by EUR 33.0 million are particularly noteworthy. 
 
The loan portfolio was reduced by EUR 222.8 million, EUR 84.5 million of which through active 
asset sales and EUR 138.3 million through redemptions. Asset sales were focused, in 
particular, on reducing the exposure to peripheral EU Member States (reductions by EUR 49.5 
million to a Portuguese region and EUR 20.0 million to a Spanish region). The loan portfolio 
was reduced, above all, through scheduled redemptions by Austrian and Swiss borrowers 
(EUR 103.0 million) and borrowers in Central and Eastern Europe (EUR 21.3 million). In 
addition, early redemptions accounted for a total volume of EUR 5.2 million. 
 
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 

Runoff of risk positions since 
November 2008  
in EUR million 

Total 
2008 to 2015 

2016 2017 
01 to 

06/2018 

Total 
2008 to 
06/2018 

Securities – sold 6,548.5 161.4 377.9 279.6 7,367.3 

Loans – sold 856.9 0.0 119.7 84.5 1,061.1 

CDS – sold 10,799.4 0.0 0.0 0.0 10,799.4 

Total sold 18,204.8 161.4 497.6 364.1 19,227.8 

Securities – redeemed 3,344.4 197.3 65.4 49.5 3,656.6 

Loans – redeemed 2,478.4 343.1 440.3 138.3 3,400.0 

CDS – matured 786.8 188.3 389.9 0.5 1,365.5 

Total redeemed 6,609.6 728.7 895.7 188.3 8,422.2 

Total sold / redeemed 24,814.4 890.1 1,393.3 552.3 27,650.0 

* from 2017 nominal values, before 2017 book values 

 
Altogether, KF has succeeded in winding down risk positions in a total amount of EUR 27.7 
billion since the beginning of the restructuring process in November 2008, the better part 
thereof, i.e. EUR 19.2 billion, through active runoff of securities, CDS and loan positions. 
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Portfolio / Risk structure 
 
As at 30 June 2018, the total exposure of KA Finanz AG (KF) amounted to EUR 7.4 billion 
(31/12/2017: EUR 7.9 billion), comprising EUR 3.7 billion in loans (31/12/2017: 
EUR 4.0 billion) and EUR 3.0 billion in securities (31/12/2017: EUR 3.1 billion), corresponding 
to 50.4% (31/12/2017: 50.5 %) and, respectively, 40.6% (31/12/2017: 39.6%) of the total 
portfolio. The CDS and guarantee exposure amounts to EUR 0.1 billion and represents 1.5% 
of the portfolio (31/12/2017: EUR 0.1 billion or 1.4%). Other positions (money market, 
derivatives) amount to EUR 0.6 billion (31/12/2017: EUR 0.7 billion). 
 
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 / 
31/2/2009 

31/12/2014 
BEFORE merger 
Kommunalkredit 

Old 

31/12/2015 
AFTER merger 

Kommunalkredit 
Old 

31/12/2016 

 
 

31/12/2017 
 

30/06/2018 

Total exposure 
(end of year/month) 

30,000 / 27,299 5,701.0 10,638.0 9,550.0 7,873.1 7,435.0 

    of which securities / loans  15,200 / 13,630 4,696.0 8,994.0 8,286.0 7,097.9 6,767.0 

    of which CDS and guarantees 12,200 / 10,737 399.0 646.0 535.0 113.0 112.4 

   of which other (money market / 
derivatives) 

2,600 / 2,932 606.0 998.0 729.0 662.1 555.7 

Total assets pursuant to Austrian 
Company Code 

- / 17,657 7,285.4 14,391.1 11,949.6 9,843.8 8,878.2 

Hidden burden 1) - -902.6 -1,188.1 -1,152.7 -990.3 -640.0 
1) from securities, loans and CDS exposures as well as hedging derivatives 

 
Hidden burdens, i.e. the difference between book values and market values, decreased from 
their 2017 year-end level of EUR 990.3 million to EUR 640.0 million. Hidden burdens primarily 
result from the increase of credit spreads since the closure of transactions and the current low 
level of interest; consequently, the market value of the portfolio (incl. the corresponding 
derivative positions) dropped below the book value. Hidden burdens do not represent a 
permanent impairment. 
 
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 2018, the ten biggest exposures to the public sector (from sovereign risks, 
territorial authorities and government-guaranteed positions) amounted to EUR 4.6 billion, i.e. 
61.7% of the total portfolio (31/12/2017: EUR 4.7 billion or 60.0%), of which EUR 3.5 billion or 
47.3% (31/12/2017: EUR 3.6 billion or 45.7%) was accounted for by the euro area (incl. 
Austria) and EUR 2.6 billion or 34.8% by the Republic of Austria and Austrian territorial 
authorities. The latter amount includes EUR 1.3 billion in subsidised housing loans originated 
by Austrian provinces and bought by the former 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 2018, EUR 7.0 billion or 94.6% (31/12/2017: 93.4%) of the total portfolio 
was rated investment grade (BBB- or higher), and EUR 4.0 billion or 54.1% was rated AAA/AA 
(31/12/2017: 51.3%). The average rating has remained unchanged at A+ (rating scale 
according to Standard & Poor’s / Fitch); the non-performing-loan (NPL) ratio (definition of 
default according to Basel III) stood at 0.02% as at 30 June 2018. 
  



  6 

Table: Breakdown of exposures by rating, in TEUR and % 
Rating range 30/06/2018 31/12/2017 

 in TEUR in % des Exposures in TEUR in % of exposure 

AAA / AA 4,025,340.0 54.1 % 4,036,194.8 51.3 % 

A 1,495,243.7 20.1 % 1,643,264.6 20.9 % 

BBB 1,512,871.3 20.3 % 1,673,501.4 21.3 % 

Investment grade - total 7,033,455.0 94.6 % 7,352,960.8 93.4 % 

Non-investment grade 401,537.8 5.4 % 520,142.9 6.6 % 

 
As at 30 June 2018, no specific loan loss provisions due to loan impairments were booked 
(31/12/2017: EUR 16.6 million); portfolio loan loss provisions amounted to EUR 1.0 million. 
Moreover, EUR 3.4 million of an EUR 4.7 million exposure are covered by the Republic of 
Austria. 
 
 

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 capital support measures taken by the Republic of Austria in a net amount of EUR 
2,066.6 million as of 31 December 2017 were further reduced to EUR 2,059.7 million as of 30 
June 2018 through the payment of guarantee fees by KF. 
 
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 2018, in EUR million 

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

31/12/2016 31/12/2017 30/06/2018 

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

Shareholder contributions / Government surety 1,138.90 1,138.0  1,138.0 

Capital increase 2011 389.0 389.0  389.0 

Total gross 2,668.0 2,667.1  2,667.1 

Guarantee fees paid by KF 2008 – 06/2018 -747.6 -772.1  -778.9 

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

Guarantee fees paid by KF under debtor warrant structure 2009 – 07/2013 -38.5 -38.5  -38.5 

Total net 2,091.9 2,066.6  2,059.7 

 
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 to all other liabilities) in the amount of EUR 1,443 million (as at 
30/06/2018) under its value recovery right. 
 
 

Liquidity guarantees of the Republic of Austria 

 
As at 30 June 2018, the liquidity guarantees of the Republic of Austria granted to KA Finanz 
AG (KF) under the Financial Markets Stability Act (Finanzmarktstabilitätsgesetz – FinStaG) 
amounted to EUR 1.0 billion (31/12/2017: EUR 1.1 billion). The liquidity guarantee for the 
commercial paper programme in the amount of EUR 0.1 billion was terminated as of the end 
of the programme in January 2018; the guarantee for an EUR 1 billion bond maturing in 2020 
(coupon 0.375%) remains in place.  
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Table: Development of liquidity guarantees, in EUR million 

Liquidity guarantees 
in EUR million 

31/12/2012 31/12/2013 31/12/2014 31/12/2015 31/12/2016 31/12/2017 30/06/2018 

Guarantees under the Interbank 
Market Support Act 1) 

2,297.2 1,246.2 0.0 0.0 0.0 0.0 0.0 

Guarantees under the Financial 
Markets Stability Act 

3,000.0 3,000.0 3,000.0 4,500.0 4,500.0 1,100.0 1,000.0 

Total 5,297.2 4,246.2 3,000.0 4,500.0 4,500.0 1,100.0 1,000.0 

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. 
 
 

Guarantee fees 
 
In the first half of 2018, KA Finanz AG (KF) paid guarantee fees of EUR 6.9 million for the EUR 
1.0 billion government-guaranteed bond. By 30 June 2018, guarantee fees paid by KF since 
its takeover by the Republic of Austria added up to a gross total of EUR 778.9 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 
568.9 million, broken down as follows: 
 
Table: Guarantee fees, in EUR million 

Guarantee fees 
in EUR million 

Total 
2008 to 2017 

01 to 
06/2018 

Total 
2008 to 
06/2018 

Sureties (incl. original asset-side surety and debtor warrant surety) 355.4  0.0 355.4 

Issue guarantees 281.3  6.9 288.2 

Commercial paper guarantee 109.4  0.1 109.5 

Fees for clearing bank line 1) 15.1 0.0 15.1 

ELA guarantee  10.8 0.0 10.8 

Total KF 772.1  6.9 778.9 

Restructuring contributions of the Republic of Austria 210.0 0.0 210.0 

Total net KF 562.1  6.9 568.9 

1) no longer utilized after 28/02/2011 
 

 

Rating 
 
KA Finanz AG (KF) has a rating from Standard & Poor’s (S&P), which was upgraded from A-
/A-2 (long-term/short-term) to AA+/A-1+ in 2017. The rating has a stable outlook. 
 
KF’s covered bonds have been awarded a rating of AA+ by S&P. 
 
 

Change of service provider 
 
On 6 February 2018, bids were invited for the provision of the services which had been 
outsourced to Kommunalkredit Austria AG since the establishment of KA Finanz AG (KF). 
Kommunalkredit Austria AG subsequently terminated the service agreement in effect, 
including all side agreements, as of 31 March 2018. Given the 12-month period of notice, the 
provision of services by Kommunalkredit Austria AG to KF will be discontinued as of 31 March 
2019.  
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On 9 May 2018, the Supervisory Board of KF approved the conclusion of a new service 
agreement with Ithuba Capital AG as a general contractor. Currently, the services are being 
migrated to the new service provider within the framework of a transformation project. 
 
Moreover, as a result of a project pursued by ABBAG (Abbaumanagementgesellschaft des 
Bundes – a company wholly owned by the Republic of Austria responsible for the management 
of wind-down entities) and aimed at generating synergies and concentrating know-how, a 
framework agreement was concluded between KF, immogen portfolioabbau ag and HETA 
Asset Resolution AG (Heta), all of them wind-down entities. In the future, KF will be supported 
by Heta in the fields of internal audit, legal affairs and data protection. In the interest of realising 
further efficiencies and synergies, it was decided to relocate the individual wind-down entities 
as well as ABBAG to a joint site. KF’s rental contract with Kommunalkredit Austria AG expires 
as of 31 December 2018 and will therefore not be prolonged. The Media Tower (1020 Vienna, 
Taborstrasse 1-3) has been chosen as the new joint location. The rental contract has already 
been signed and KF will move to the new premises in mid-December 2018.  
 
 

Changes on the Executive Board and the Supervisory Board 
 
On 26 April 2018, Gabriele Müller was appointed Chief Risk Officer of KA Finanz AG (KF), 
effective 16 July 2018. Bernhard Achberger stepped down from the Executive Board on 31 
July 2018 and will leave the company at the end of November 2018. 
 
On 14 March 2018, Thomas Schmid and Bernhard Perner were elected to serve as members 
of the Supervisory Board. 
 
 

Legal proceedings 
 

No changes to KF’s legal risks, including those resulting from pending proceedings, occurred 
in the interim reporting period that would require a modification of the assessment expressed 
in the annual financial statements as at 31 December 2017. On the basis of information 
obtained from their legal counsel, the Boards of the company maintain their opinion that the 
objections and claims raised in the proceedings are unfounded. 
 
All the necessary steps are being taken to contest the objections and claims raised in the 
proceedings.  
 
 

Balance sheet structure and income position 
 
 

Assets 
 
As compared to the 2017 year-end value, the total assets of KA Finanz AG (KF) decreased by 
EUR 1.0 billion or 10.5% to EUR 8.8 billion as at 30 June 2018 (31/12/2017: EUR 9.8 billion). 
The reduction is primarily due to active portfolio runoff measures, scheduled and early 
redemptions, and the reclassification of an additional runoff portfolio in March 2018 (effect at 
the time of reclassification: EUR -253.7 million). 
 
Loans and advances to customers of EUR 5.4 billion (31/12/2017: EUR 5.9 billion) represent 
the biggest asset item on the balance sheet. Moreover, KF’s total assets include public-sector 
debt instruments and bonds in the amount of EUR 1.4 billion (31/12/2017: EUR 1.6 billion) and 
loans and advances to banks in the amount of EUR 1.7 billion (31/12/2017: EUR 1.9 billion). 
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Funding structure / Liquidity 
 
KF’s funding model was changed in 2017. Based on the new structure, KF obtains funding 
primarily from ABBAG, the company wholly owned by the Republic of Austria responsible for 
the management of wind-down entities. Thus, KF has withdrawn from the capital market as an 
issuer. KF’s maturing bonds, bonded loans (Schuldscheindarlehen) and private placements 
(legacy funding) are gradually being replaced by ABBAG funding. As at 30 June 2018, KF’s 
legacy funding amounted to EUR 2.6 billion (including EUR 1.1 billion in covered bonds and a 
government-guaranteed bond in the amount of EUR 1.0 billion). Funding from ABBAG 
outstanding as at 30 June 2018 amounted to EUR 5.9 billion (recognized mainly under 
amounts owed to customers). The total funding volume stands at EUR 8.5 billion. 
 
 

Income statement 
 
For the first half of 2018, KF reported an after-tax result for the period of EUR -213,9 million 
(HY1 2017: EUR -38.0 million), which was burdened, in particular, by negative valuation effects 
relating to the addition of the portfolio to be run down in the short term. The improved operating 
result of EUR -13.1 million (HY1 2017: EUR -39.4 million) mainly reflects the increase in net 
interest income and net fee and commission income.  
 
The main income components were as follows: 
 

• Net interest income 
Net interest income amounted to EUR 7.6 million (HY1 2017: EUR -2.8 million). The 
improvement over the previous year’s result is primarily due to the change in KF’s 
funding structure in the second half of 2017. 
 

• Net fee and commission income – Guarantee fees paid to the Republic of Austria 
Net fee and commission income in the first half of 2018 came to EUR -7.6 million  
(HY1 2017: EUR -16.2 million), resulting primarily from guarantee fees paid to the 
Republic of Austria for a government-guaranteed bond with a nominal value of  
EUR 1.0 billion. The improvement of net fee and commission income reflects the expiry 
of the guaranteed commercial paper programme in January 2018.  
 

• General administrative expenses 
KF’s general administrative expenses in the first half of 2018 amounted to  
EUR -13.0 million (HY1 2017: EUR -20.5 million), with EUR -8.5 million (HY1 2017: 
EUR -12.2 million) accounted for by other administrative expenses, EUR -3.7 million 
(HY1 2017: EUR -7.7 million) by contributions to the Bank Resolution Fund, and  
EUR -0.8 million (HY1 2017: EUR -0.5 million) by personnel expenses. Besides 
compensation paid by KF for operational services rendered by Kommunalkredit Austria 
AG under the service agreement (SA) in the amount of EUR -4.7 million (HY1 2017: 
EUR -6.5 million), other administrative expenses also include expenses in connection 
with the change of service provider from Kommunalkredit Austria AG to Ithuba Capital 
AG. 
 

• Net valuation and realisation result / Appropriation to provision pursuant to § 57 of the 
Austrian Banking Act 
The net result from valuations and realisations amounted to EUR -199.8 million in the 
first half of 2018 (HY1 2017: EUR 1.4 million). It is primarily accounted for by the market 
values of positions to be wound down in the near future in accordance with the wind-
down plan in the amount of EUR -198.6 million. 
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Events after the balance sheet date 
 
No significant events occurred after the balance sheet date. 
 
 

Outlook 
 
KA Finanz AG (KF) will continue winding down its portfolio in accordance with the wind-down 
plan approved by the competent authority. Sub-portfolios outside the DACH region (Germany, 
Switzerland, Austria), originally scheduled for runoff at a later point in time, will be wound down 
in the second half of 2018 out of risk management considerations. Hence, KF’s risk exposure 
should be reduced to less than EUR 6.5 billion by the end of the year.   
 
Alongside portfolio runoff, KF’s operational priority will be focused on preparations for the 
change of service provider from Kommunalkredit Austria AT to Ithuba Capital AG. Moreover, 
the move to a new location, which KF will share with ABBAG and Heta Asset Resolution AG, 
is scheduled for December 2018. 
 
Given the losses incurred through portfolio runoff measures, KF expects to close the year with 
a negative result. If KF closes 2018 with negative equity on its balance sheet, the obligation to 
redeem funding received from ABBAG will be reduced accordingly. 

 
 
Vienna, 30 August 2018 
 
 

The Executive Board of  
KA Finanz AG 

 
 
 

Helmut Urban 
Chairman of the Executive Board 

Gabriele Müller  
Member of the Executive Board 
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CONDENSED INTERIM FINANCIAL STATEMENTS 
 
 

Condensed balance sheet of KA Finanz AG pursuant to the Austrian 
Company Code / Austrian Banking Act 
 

      

Assets in TEUR 30/06/2018 31/12/2017 

Cash and balances with central banks 171,477.7 186,724.6 

Public-sector debt instruments eligible as collateral for central bank funding 302,677.0 349,195.6 

Loans and advances to banks 1,652,675.0 1,922,333.5 

Loans and advances to customers 5,357,599.1 5,890,627.6 

Bonds and other fixed-income securities 1,103,722.1 1,248,681.9 

Property, plant and equipment 80.1 80.0 

Other assets 181,488.6 199,004.9 

Accruals/deferrals 41,136.4 47,111.4 

Total assets 8,810,856.1 9,843,759.4 

 
 
      

Liabilities in TEUR 30/06/2018 31/12/2017 

Amounts owed to banks 360,747.7 645,781.2 

Amounts owed to customers 6,053,502.8 6,347,072.3 

Securitised liabilities 2,106,321.4 2,352,119.8 

Other liabilities 191,364.1 153,872.5 

Accruals/deferrals 34,591.4 41,053.5 

Provisions 167,630.3 187,860.7 

Tier 2 items (pursuant to Chapter 4 of Title I of Part Two of  
Regulation (EU) No 575/2013) 81,422.0 86,855.7 

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) of the Austrian Banking Act 93,388.1 93,388.1 

Net loss -741,931.3 -528,064.0 

of which loss carryforward -528,064.0 -226,700.0 

of which result for the period -213,867.2 -301,364.0 

Total liabilities 8,810,856.1 9,843,759.4 
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Condensed income statement of KA Finanz AG pursuant to the 
Austrian Company Code / Austrian Banking Act 
 

  01/01/2018 -  01/01/2017 - 

in TEUR 30/06/2018 30/06/2017 

Interest income 1) 221,905.2 213,649.9 

Interest expenses -214,270.6 -216,483.9 

Net interest income 7,634.6 -2,834.0 

Fee and commission income -7,628.5 -16,165.5 

of which guarantee fees paid to the Republic of Austria -6,887.8 -16,367.7 

Result from financial transactions 2.5 -0.4 

Other operating income 9.2 70.3 

Operating income 17.8 -18,929.5 

General administrative expenses -12,979.2 -20,450.7 

Personnel expenses -787.9 -546.3 

Other administrative expenses (non-personnel) -8,459.2 -12,170.9 

Contributions to the Bank Resolution Fund -3,732.1 -7,733.5 

Other operating expenses -97.5 -0.8 

Operating expenses -13,079.2 -20,451.5 

Operating result -13,061.5 -39,381.0 

Net result from valuations and realisations -199,813.5 1,360.7 

of which from portfolio runoff and valuations -206,490.5 1,360.7 

Profit on ordinary activities -212,875.0 -38,020.3 

Taxes on income -991.5 -2.7 

Other taxes -0.7 -0.6 

Result for the period -213,867.2 -38,023.7 

   

1) Negative interest paid on balances with the Austrian National Bank amounted to TEUR 383.5 (HY1 2017: TEUR 672.6).  
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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 the 
relevant provisions of company and banking law, 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 2018 do not 
contain all the information and disclosures required for the annual financial statements and, 
therefore, are to be read in conjunction with the 2017 annual financial statements of KF. 
 
 

2. Accounting and measurement principles 
 
The accounting and measurement methods applied in preparing these interim financial 
statements are the same as those applied in the preparation of the annual financial statements 
of KF as at 31 December 2017. 
 
 

3. Other disclosures 
 
 

a. Review of earnings 
 
Disclosures regarding the development of earnings in the first half of 2018 and the significant 
events during the period under review are contained in the interim management report. 
 
 

b. Negative equity 
 
Given the losses incurred through portfolio runoff measures, KF expects to close the year with 
a negative result. If KF closes 2018 with negative equity on its balance sheet, the obligation to 
redeem funding received from ABBAG will be reduced accordingly. 
 
 

c. Development of regulatory own funds 
 
As KF’s banking license has expired, the own funds requirements of the Capital Requirements 
Regulation no longer apply. 
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d. Contingent liabilities 
 
As at 30 June 2018, contingent liabilities were as follows: 
 

      

in TEUR 30/06/2018 31/12/2017 

Contingent liabilities    

 Sureties and guarantees 121,487.6 122,066.4 

  of which credit default swaps 8,900.0 8,900.0 

 of which guarantees 112,587.6 113,166.4 

Other obligations    

  Loan commitments and unused lines 6,188.8 14,899.4 

 
The remaining CDS positions include a position of TEUR 8,900.0 (31/12/2017: 
TEUR 8,900.0) held to hedge an own issue. 
 
In the first half of 2018, the CDS portfolio developed as follows: 
 

in TEUR 
Nominal amounts 

31/12/2017 
CDS wind-down/runoff 

01-06/2018 FX changes 
Nominal amounts 

30/06/2018 

Credit default swaps 8,900.0 0.0 0.0 8,900.0 

 
The market values of the CDS portfolio are as follows: 
 

in TEUR     Market values 30/06/2018 Market values 31/12/2017 

Credit default swaps   -39.1 -63.2 

 
 

e. Legal risks and other obligations 
 
No relevant changes to legal risks, including those resulting from pending proceedings, 
occurred in the interim reporting period that would have required a modification of the 
assessment expressed in the annual financial statements as at 31 December 2017. Based on 
information received from their legal counsel, the Boards of the bank maintain their opinion 
that the objections and claims raised in the proceedings are unfounded. 
 
All the necessary steps are being taken to contest the objections and claims raised. 
 
 
Vienna, 30 August 2018 
 

The Executive Board of 
KA Finanz AG 

 
 
 

Helmut Urban 
Chairman of the Executive Board 

Gabriele Müller  
Member of the Executive Board 
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DECLARATION OF THE LEGAL REPRESENTATIVES ON 
THE INTERIM FINANCIAL STATEMENTS 
 
 
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, 30 August 2018 
 

The Executive Board of  
KA Finanz AG 

 
 
 

Helmut Urban 
Chairman of the Executive Board 

Gabriele Müller  
Member of the Executive Board 
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REPORT ON REVIEW OF THE CONDENSED INTERIM 
FINANCIAL STATEMENTS AS OF 30 JUNE 2018 
 
 

Introduction 
 
We have reviewed the accompanying condensed interim financial information of KA Finanz 
AG, Vienna, for the period from January 1, 2018 to June 30, 2018. The condensed interim 
financial information comprises the condensed balance sheet as of June 30, 2018 and the 
condensed income statement for the period from January 1, 2018 to June 30, 2018, and 
explanatory notes. 
 
The Company’s management is responsible for the preparation of these condensed interim 
financial information in accordance with Austrian Generally Accepted Accounting Principles 
the regulations of the Austrian Banking Act. 
 
Our responsibility is to provide a conclusion on this condensed interim financial information 
based on our review. 
 
 

Scope of review 
 
In performing the review, we adhered to the relevant expert opinions and standards in 
accordance with laws and regulations applicable in Austria, in particular the International 
Standard on Review Engagements (ISRE) 2410 “Review of Interim Financial Information 
Performed by the Independent Auditor of the Entity”. A review of interim financial information 
consists of making inquiries, primarily of persons responsible for financial and accounting 
matters, and applying analytical and other review procedures. We draw attention to the fact 
that a review is significantly less in scope than an audit and requires less evidence, 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. 
 
 

Review summary 
 
Based on our review, nothing has come to our attention that causes us to believe that the 
accompanying condensed interim financial information is not prepared, in all material respects, 
in accordance with Austrian Generally Accepted Accounting Principles the regulations of the 
Austrian Banking Act. 
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Comment on the Interim Management Report and the Declaration of the Com-
pany’s legal representatives pursuant to Section 125 of the Austrian Stock Ex-
change Act (BörseG) 
 
We have read the Interim Management Report in order to conclude whether it is not obviously 
inconsistent with the condensed interim financial information. In our opinion, the Interim 
Management Report is not obviously inconsistent with the condensed interim financial 
information. 
 
The Interim Management Report includes the declaration of the Company's legal 
representatives required by Sect. 125 para. 1 fig. 3 of the Austrian Stock Exchange Act 
(BörseG). 
 
 
Vienna, 30 August 2018 
 
 

PwC Wirtschaftsprüfung GmbH 
 
 
 
 
 

signed: 
 

Dipl.-Kfm. Timo Steinmetz 
Austrian Certified Public Accountant 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
We draw attention to the fact that the English translation of this review report is presented for the convenience of 
the reader only and that the German wording is the only legally binding version. 
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