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KB Penzijní společnost, a.s. (hereinafter
KB PS) was established through
transformation of Penzijní fond Komerční
banky (hereinafter PFKB) pursuant to
Act No. 427/2011 Coll., on Supplementary
Pension Savings. PFKB participants and
beneficiaries have thus by law become
participants in the Transformed Fund
of KB Penzijní společnost, a.s. which is
managed by KB PS from 1 January 2013.
•	The Fund‘s good results were once again recognised even internationally. For the third
time in a row, KB Penzijní společnost was named in 2013 the best pension fund in the
Czech Republic by the British Global Banking & Finance Review financial portal.
•	Also for the third time, an international panel of experts organised by the prestigious
World Finance magazine named us Pension Fund of the Year in the Czech Republic.
•	More than 14,000 of participants selected the retirement funds of KB Penzijní
společnost, which represents approximately 17% market share. Nearly 20,000
participants have concluded contracts on supplementary pension savings with KB PS,
which represents a share of more than 20% market share.
•	As at the end of 2013, our company registered more than 563,000 participants, with
over 7,000 participants having concluded contracts with our company in both pillars.
•	The total volume of the participants‘ assets managed as at the end of 2013 exceeded
CZK 36 billion.
• The profit of KB PS for 2013 came to CZK 54 million.

Contacts
KB Penzijní společnost, a.s.
náměstí Junkových 2772/1
155 00 Prague 5
Email: kbps@kbps.cz
Telephone: +420 955 525 999
Facsimile: +420 955 525 929
Internet: www.kbps.cz
Client information line of KB Penzijní
společnost: +420 955 529 999

Further information
Komerční banka, a.s.
Na Příkopě 33
114 07 Prague 1
Telephone: +420 955 559 550
Facsimile: +420 224 243 020
Email: mojebanka@kb.cz
Internet: www.kb.cz

Information on KB PS‘s products
and services is available at its main
website: www.kbps.cz
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Statement of the Chairman
of the Board of Directors

Dear ladies and gentlemen, dear business
partners,
The year 2013 was a ground-breaking and
very successful one for our company. The
implementation of pension reform beginning in
January 2013 represented the most important
change of the past 20 years in the area of
pension savings within the Czech Republic.
As from 1 January 2013, pension funds
were transformed in to pension companies,
existing pension funds were transformed,
and distribution was launched of retirement
funds within the second pillar of the retirement
system. At the same time, we began offering
participation funds, which replaced the existing
supplementary pension insurance in the third
pillar.
KB Penzijní společnost, having been
transformed from Penzijní fond Komerční
banky, decided to operate in both mentioned
pillars, about which, by the way, you had been
informed in the 2012 Annual Report. The main
reason for our participation is our intention to
provide a complete range of long-term pension
savings products supported by professional
advisory not only to our own participants but
to all clients of Komerční banka Group. To all
those interested in pension savings, we offer
four retirement funds in the second pillar and
four participation funds in the third pillar. The
offer is made comprehensive by including the
possibility to choose from among a variety of
savings strategies depending on the individual’s
investment profile and age.

Pavel Jirák
Chairman of the Board of Directors
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Due to a lack of political consensus about
the form pension reform should take and
uncertainty concerning the future of the second
pillar, expectations as to the number of people
signing up for retirement funds were not met.
That fewer than 82,000 participants joined the
second pillar can be viewed as a failure for
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I am happy to report that our pension company nevertheless significantly grew its position on
the market over the course of the past year. We became the market‘s second largest company
in the second pillar with almost 14,000 participants. In the third pillar for supplementary pension
savings, we achieved a 22% market share with 20,000 participants.
pension reform. A big plus, on the other hand,
can be seen in the fact that discussions about
pension reform caused a large part of the
population to recognise their dependence on
state pensions, the future amount of which is
uncertain, and to increase their contributions to
supplementary pension insurance.
The supplementary pension insurance market
has developed positively. Even though an
expected decrease to 4,870,000 occurred
in the number of participants, the volume of
the participants’ assets grew very significantly
to more than CZK 280 billion, which is
CZK 33 billion more than at the end of 2012.
Transformed funds fared very well in the
persisting environment of low interest rates.
In each of the past four years, the pension
(as from 2013, transformed) funds sector as
a whole achieved profits of CZK 4.5 billion.
Supplementary pension savings in the third
pillar, which is undoubtedly one of the most
attractive long-term saving products on the
market, developed more slowly in 2013
than would correspond to the quality of that
product. Only 91,000 participants concluded
contracts, with total savings of over CZK 1.2
billion. Reasons for this slowing might be found
in the highly saturated state of the population
regarding supplementary pension insurance.
Also having an influence could have been the
negative atmosphere surrounding pension
reform and, apparently, also the substantial
regulation of the product’s distribution.
I am happy to report that our pension company
nevertheless significantly grew its position on
the market over the course of the past year. We
became the market’s second largest company
in the second pillar with almost 14,000
participants. In the third pillar for supplementary
pension savings, we achieved a 22% market
share with 20,000 participants. That is twice
the size of our market share for long-term
supplementary pension insurance.
The total of some 571,000 active contracts
with KBPS in the two pillars is at the same
level as in 2012, with over 7,000 participants

having concluded contracts in the second and
third pillars concurrently. The total volume of
assets administered by our company increased
again last year by more than 12%, and it
surpassed CZK 36 billion. Our market share
as measured by the number of participants in
the Transformed Fund fluctuated around the
11% level, which is the same as in previous
years. The average monthly contribution
of participants to supplementary pension
insurance rose to more than CZK 650,
which significantly exceeds the marketaverage monthly contribution. In 2013, the
Transformed Fund achieved a solid profit
of CZK 484 million. This result enabled the
distribution to participants of a 1.44% p.a.
gain on their contributions. The structure of
the Fund’s portfolio at the end of 2013 did not
differ significantly from its structure in 2012,
as more than 80% of our investments were
in Czech government bonds, almost 15% of
investments were placed in corporate bonds
and bonds issued by other countries (Poland
and Slovakia), and less than 1% was invested
into bonds of multinational institutions such as
the European Investment Bank. We have more
than 4% in cash.
The Fund’s very good results were once again
recognised even internationally. For the third
time in a row, KB Penzijní společnost was
named in 2013 the best pension fund in the
Czech Republic by the British Global Banking
& Finance Review financial portal, one of the
most-visited online international banking and
finance magazines. Also for the third time, an
international panel of experts organised by the
prestigious World Finance magazine named
us Pension Fund of the Year in the Czech
Republic.
The year 2013 was successful also for KB
Penzijní společnost itself. With its profit of
CZK 54 million, ours was one of only two
pension companies in the country which did
not end in loss. Retaining the profit in the
Company’s will help us to further reinforce KB
Penzijní společnost’s strong capital position.
The profit was mainly attributable to rigorous
management of the Company’s costs. The

transformation of Penzijní fond Komerční
banky to KB Penzijní společnost, which
occurred on 1 January 2013, was absolutely
crucial. The transformation also included
a process of outsourcing a large proportion of
business-support functions. This was essentially
completed during 2013, and an absolute
majority of business-support activities are now
provided by Komerční banka’s support units.
I would like to thank KB Penzijní společnost’s
entire team of employees for successfully
managing the whole transformation while
achieving a commercially successful year. They
have made me proud.
Please allow me also to thank all those
participants who have selected KB Penzijní
společnost and thus demonstrated their
confidence in us, the employers who have
contributed to our funds for their employees,
and all our business partners for their enduring
goodwill.
As from 1 April 2014, the Company’s Board
of Directors and management will undergo
a crucial change. After working in the Company
for more than eight years, I have decided to
accept an offer to work in the management of
Komerční banka. KB Penzijní společnost will be
managed by Pavel Racocha, who comes from
our parent company Komerční banka. Board
of Directors Member and Operations Director
Radek Cmíral will also discontinue his work in
the management of KB Penzijní společnost and
his position will be assumed by Petr Strnad,
who also comes from Komerční banka.
I wish to all of you, to KB Penzijní společnost
and to its new management a successful 2014.

Pavel Jirák
Chairman of the Board of Directors
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KB Penzijní společnost, a.s. (hereinafter KB
PS) was established through transformation
of Penzijní fond Komerční banky (hereinafter
PFKB) pursuant to Act No. 427/2011 Coll.,
on Supplementary Pension Savings. PFKB
participants and beneficiaries have thus by
law become participants in the Transformed
Fund of KB Penzijní společnost, a.s. which is
managed by KB PS.

The sole shareholder of KB Penzijní
společnost is Komerční banka, a.s., entered
in the Commercial Register maintained
by the Municipal Court in Prague, Section
B, file 1360. This shareholder‘s financial
strength and stability, significant position,
and many years of experience operating
on the supplementary pension insurance
market guarantee secure savings for old age
to a broad group of the Czech Republic‘s
residents.

Pavel Čejka (1964)
Chairman (since 17 October 2007)

As measured by the number of participants
in the Transformed Fund, KB PS is one of
the largest pension companies on the Czech
market. Its shareholder‘s financial strength and
stability, significant position, and many years
of experience operating on the supplementary
pension insurance market guarantee secure
savings for old age to a broad group of the
Czech Republic‘s residents.
KB PS offers its products and serves its
existing clients through the extensive branch
network of Komerční banka and Modrá
pyramida stavební spořitelna, as well as
by way of external contracting partners all
across the Czech Republic. Clients can
conclude contracts for retirement savings
and supplementary pension savings, execute
changes in their contracts, and obtain
information at all of these points of contact.

Board of Directors
Pavel Jirák (1966)
Chairman of the Board of Directors and
Managing Director (from 1 October 2006
to 31 March 2014)
Graduate of the University of Economics,
Prague, Faculty of Economics (1991).
Employed in the Company since 2005.
Professional experience: 24 years
Vojtěch Kubec (1955)
Deputy Chairman of the Board of
Directors and Director of the Sales and
Marketing Division (since 18 December
2006)
Graduate of Czech Technical University
in Prague with a degree in Manufacturing
Technology (1976). Employed in the
Company since 1996. Professional
experience: 34 years
Radek Cmíral (1973)
Member of the Board of Directors and
Operations Division Director (from
1 March 2007 to 31 March 2014)
Graduate of the University of Economics,
Prague, Faculty of Economics (1998).
Employed in the Company since 2007.
Professional experience: 18 years
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Petr Slabý (1960)
Deputy Chairman (since 17 October 2007)
David Formánek (1968)
Member (since 1 March 2007)
Vladimír Jeřábek (1968)
Member (since 20 April 2007)
Kamil Kočí (1962)
Member (since 14 February 2013)
Jan Pokorný (1966)
Member (since 2 October 2009)

KB Penzijní společnost, a.s.

Report of the Board of Directors on
the Company’s Business Activities
and State of Its Assets for 2013

Transformed Fund
of KB Penzijní společnost, a.s.

Participation and
Retirement Funds

Financial Section

Organisational Chart

General
Meeting

Supervisory
Board

Audit
Committee

Board of Directors

Managing Director

Managing
Director’s
Office

Investment
Committee

Risk and External
Relations
Management

Trading
Committee

Sales
and Marketing

External Distribution
Networks and
Marketing

KB’s Distribution
Network and
Employers

Operations

Finance and
Accounting

Client Service

Client Support

Contract
Register

External
Partners and
Marketing

Contributions

IT

Investment
Auditing and
Reporting

Benefits

KB Penzijní
společnost, a.s.

5

KB Penzijní společnost, a.s.

Annual Report 2013

Fund Custodian
The custodian for all retirement and
participation funds, including the
Transformed Fund, is
Česká spořitelna, a.s., having its registered
office at Olbrachtova 1929/62, 140 00
Prague 4
Company ID No.: 45244782
Entered in the Commercial Register
maintained by the Municipal Court in Prague,
Section B, file 1171

Funds portfolio managers
Portfolio managers for the funds of KB
Penzijní společnost, a.s. with which KB
Penzijní společnost, a.s. has concluded
contracts on fund management for the
relevant period.
Investiční kapitálová společnost KB, a.s.,
having its registered office at Dlouhá 713/34,
110 15 Prague 1
— Company ID No.: 60196769, entered in the
Commercial Register maintained by the
Municipal Court in Prague, Section B, file
2524
— Management activities were performed
for all funds administered by KB Penzijní
společnost, a.s.
— Its activities were carried out pursuant to
Act No. 189/2004 Coll.

AXA investiční společnost, a.s.,1
having its registered office at Lazarská 13/8,
120 00 Prague 2
— Company ID No.: 64579018, entered in
the Commercial Register maintained by the
Municipal Court in Prague, Section B, file
7462
— Management activities were performed for
only two retirement funds: KB Conservative
Retirement Fund and KB Government
Bond Retirement Fund.
— Its activities were carried out pursuant to
Act No. 189/2004 Coll.

AXA investiční společnost, a.s.,1
having its registered office at Lazarská 13/8,
120 00 Prague 2
— Company ID No.: 64579018, entered in
the Commercial Register maintained by the
Municipal Court in Prague, Section B, file
7462
— Management activities were performed for
only two retirement funds: KB Conservative
Retirement Fund and KB Government
Bond Retirement Fund.
– Its activities were carried out pursuant to
Act No. 189/2004 Coll.

Securities Dealers Performing
Securities Brokerage Activities
for Funds Managed by KB
Penzijní společnost, a.s.
Securities brokerage activities for funds
managed by KB Penzijní společnost, a.s.
were performed for the entire year by:
Investiční kapitálová společnost KB, a.s.,
having its registered office at Dlouhá 713/34,
110 15 Prague 1
— Company ID No.: 60196769, entered in the
Commercial Register maintained by the
Municipal Court in Prague, Section B, file
2524
— Management activities were performed
for all funds administered by KB Penzijní
společnost, a.s.
— Its activities were carried out pursuant to
Act No. 189/2004 Coll.

As at 31 December 2013, the Company managed four participation funds,
four retirement funds and one transformed fund
Participation Funds

KB Mandatory Conservative Participation Fund of KB Penzijní společnost, a.s.
KB Guaranteed Participation Fund of KB Penzijní společnost, a.s.
KB Balanced Participation Fund of KB Penzijní společnost, a.s.
KB Dynamic Participation Fund of KB Penzijní společnost, a.s.

Retirement Funds

KB Government Bond Retirement Fund of KB Penzijní společnost, a.s.
KB Conservative Retirement Fund of KB Penzijní společnost, a.s.
KB Balanced Retirement Fund of KB Penzijní společnost, a.s.
KB Dynamic Retirement Fund of KB Penzijní společnost, a.s.

Transformed Fund

1
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During 2013, AXA investiční společnost, a.s. did not manage any assets in the funds of KB Penzijní společnost, a.s.
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Report of the Board of Directors on
the Company’s Business Activities and State
of Its Assets for 2013

Most Significant Events in 2013
The most important event of 2013 from
a business perspective was undoubtedly the
introduction of the second pillar. Especially
in the first half of the year, our company and
Komerční banka dedicated a great deal
of effort to objectively informing the public
and our clients about pension reform and
the advantages and disadvantages of the
second pillar. As a result of the influence
of a negative campaign and threats from
representatives of opposition political parties
about potential cancellation of the second
pillar, the total number of participants
did not come close to meeting original
expectations. More than 14,000 of those
participants selected the retirement funds of
KB Penzijní společnost (hereinafter referred
to as the “Company” or “KB PS”), which
represents approximately 17% of the nearly
82,000 total participants in the second
pillar as at the end of 2013. Nearly 20,000
participants have concluded contracts
on supplementary pension savings with
KB PS, which represents a share of more
than 20% of the 91,000 total participants.
In comparison with the original pension
fund’s long-held 11% share, this represents
a significant commercial success and was
achieved mainly as a result of very good
co-operation with our parent company
Komerční banka and its branch network.
The relatively low volume of participants’
assets as at the end of 2013 (at CZK 65
million in retirement savings and CZK 172
million in supplementary pension savings)
corresponds to the gradual increase of
participants throughout the year. The
number of participants in the Transformed
Fund (closed to entry of new participants)
decreased during the year from 571,000 to
537,000 while holding onto its market share.
In contrast, the volume of the participants’
assets in the Transformed Fund expanded

by 12% to CZK 35.8 billion especially as
a result of the participants’ higher average
monthly contributions, which rose from
something over CZK 550 to more than CZK
650.
In the first quarter of 2013, the Company’s
very good results were once again
recognised even internationally. For the
third time in a row, Penzijní fond Komerční
banky was named the best pension fund
in the Czech Republic by the British Global
Banking & Finance Review financial portal,
one of the most-visited online international
banking and finance magazines.
An international panel of experts organised
by the prestigious World Finance magazine
named us, also for the third time, as Pension
Fund of the Year in the Czech Republic.
The panel particularly appreciated the
Fund’s stability, conservative investment
strategy, financial strength, long-term focus
on increasing participant satisfaction, and
excellent results from the previous year.
In July 2013, there was a leak of personal
data for people who had indicated interest
in the Company’s products. The cause of
the breach was an error in the webGarant
software application supplied by Softip.
The entire incident was investigated by
the Office for Personal Data Protection.
Immediately after detecting the breach, KB
PS adopted measures to ensure the security
of the webGarant application and protect
the data of those interested in KB PS. This
significantly reduced the risk of a possible
recurrence of the same or a similar situation
in future. KB PS and the entire Komerční
banka Financial Group put great emphasis
on personal data protection, and this
experience brought further strengthening
of the protection procedures established in
the Group. No harm befell KB PS’s clients as

result of the incident. The Office for Personal
Data Protection imposed a fine of CZK
1.8 million. In January 2014, this fine was
subsequently paid on behalf of the Company
by the supplier (specifically, the supplier’s
insurance company).

Market Position of KB Penzijní
společnost, a.s.
During 2013, the total number of participants
in the supplementary pension insurance
system through the Czech Republic’s
transformed funds decreased from
5.15 million to 4.87 million as a result
of the system’s closure to entry of new
participants. Nearly 82,000 participants
entered the second pillar, and more than
91,000 participants concluded contracts on
supplementary pension savings. As at the
end of 2013, the total volume of participants’
assets managed in transformed funds
exceeded CZK 280 billion, in participation
funds it was CZK 1.2 billion, and in
retirement funds it reached almost CZK 350
million.
Our company played a very important
role in the first year after the initiation of
pension reform. Over 14,000 participants
have selected the Company’s retirement
funds, which number represents a market
share of approximately 17%. Nearly 20,000
participants have concluded contracts with
KB PS on supplementary pension savings,
and this represents a market share of more
than 20%. In comparison with the original
pension fund’s long-held 11% share, this
indicates a significant commercial success
which was achieved mainly as a result of
very good co-operation with our parent
company Komerční banka and its branch
network. The relatively low volume of
participants’ assets as at the end of 2013
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(at CZK 65 million in retirement savings and
CZK 172 million in supplementary pension
savings) corresponds to the gradual increase
of participants throughout the year. As at the
end of 2013, we had therefore registered
more than 563,000 participants, with
over 7,000 participants having concluded
contracts with our company in both pillars.
The total volume of the participants’ assets
managed as at the end of 2013 exceeded
CZK 36 billion.
Komerční banka’s distribution network
contributed significantly to KB Penzijní
společnost’s sales success. Our affiliate
Modrá pyramida stavební spořitelna also
contributed to the Company’s results by
fully engaging its distribution network not
only in intermediating new contracts but
also in providing quality service to current
participants having supplementary pension
insurance. This included encouraging
participants to increase their monthly
contributions in order to maximise state
contributions.

The number of participants having
contributions from employers was
maintained at a high level of more than
117,000, despite the high unemployment
rate and adverse economic situation in quite
a number of sectors.

Transformed Fund – Basic
Information
The number of participants in the
Transformed Fund of KB PS (closed to
entry of new participants) diminished
during the year from 571,000 to 537,000
while maintaining its market share. In
contrast, the volume of participants’ assets
in the Transformed Fund grew by 12% to
CZK 35.8 billion. That resulted especially
from participants’ higher average monthly
contributions.

In an environment of low interest rates,
we succeeded to provide participants
appreciation greater than the level of inflation
for 2013. This result especially reflects
the appropriately chosen investment and
business strategy. High growth in the volume
of assets under management especially
contributed to the final profit.

Participation and Retirement
Funds – Basic Information
In addition to the Transformed Fund, KB
Penzijní společnost manages the assets of 4
retirement and 4 participation funds. Asset
management is performed by the manager,
Investiční kapitálová společnost KB, which
strictly adheres to the limitations defined by
laws, statutes and the investment strategies
of the individual funds. The total assets are
broken out individually in the following table.

In 2013, the Transformed Fund achieved
a profit of CZK 484 million. It will be
distributed to participants. That represents
a return of 1.44% p.a. on the participants’
assets. The fee for managing participants’
investments, at 0.6% p.a. of the average
volume of participants’ assets, amounted
to more than CZK 217 million in 2013.

Summary of Placements and Amounts of the Transformed Fund’s Assets as at 31 December 2013

Bonds
Participation certificates
Cash and equivalents (bank accounts)
Other investments
Total

[CZK millions]

%

36,664

96

0

0

1,550
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0

0

38,214

100

Total Assests of Funds
Fund
KB Government Bond Retirement Fund of KB Penzijní společnost, a.s.
KB Conservative Retirement Fund of KB Penzijní společnost, a.s.

946
18,356

KB Balanced Retirement Fund of KB Penzijní společnost, a.s.

17,651

KB Dynamic Retirement Fund of KB Penzijní společnost, a.s.

28,467

KB Mandatory Conservative Participation Fund of KB Penzijní společnost, a.s.
KB Guaranteed Participation Fund of KB Penzijní společnost, a.s.
KB Balanced Participation Fund of KB Penzijní společnost, a.s.
KB Dynamic Participation Fund of KB Penzijní společnost, a.s.
Total
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Total assets as at 31 December
2013 in CZK thousands

137,561
5,533
15,459
15,595
239,568

KB Penzijní společnost, a.s.
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With the exception of the Mandatory
Conservative Participation Fund, an investment
strategy valid for the transition period was
applied to all other retirement and participation
funds. This was done because of the relatively
low initial volume of the managed assets. In
all funds, therefore, deposits constituted the
dominant part of the portfolios, and in the
last quarter purchases were made of Czech
government bonds.
The Company’s Board of Directors decided in
December 2013 to support the performance
of the participating and retirement funds (with
the exception of the Mandatory Conservative
Participation Fund) by means of a direct
financial subsidy.
The total amount of that subsidy was set at CZK
1,352,466. Its payment was recorded as a debit
to KB Penzijní společnost’s administrative
expense, which is a tax non-deductible expense.
The receipt of this subsidy was reported by the
individual funds as extraordinary income, and
as such it will be subject to 5% income tax. The
reason for providing direct financial support
to the funds lies in the fact that the amount
of assets in the funds during the year did not
reach the critical level which would have made it
possible to fully execute the planned investment
strategy and achieve such returns as under
usual conditions. The objective of the support
was also to provide returns corresponding to
the relevant risk profile and future expected
return for each of the individual funds (i.e. in the
dynamic fund – highest risk and return, in the
conservative fund – lowest risk and return).
For 2013, the individual retirement and
participation funds achieved the following
performance:

Transformed Fund
of KB Penzijní společnost, a.s.

Business Activities
In our sales and marketing activities, we
continued our successful co-operation with
Komerční banka and its entire financial
group. We very intensively support the KB
distribution network in all segments. We
actively provided explanations on the topic of
pension reform and comprehensive advisory
in the area of long-term retirement savings
to both individuals and employers. We have
further developed the segmented approach
to clients used by our parent bank.
A key prerequisite for achieving success was
to successfully manage the certification of
investment brokers and their bound agents
in the first half of the year. Komerční banka
fulfilled exacting legal criteria to become
authorised by the Czech National Bank
to perform certifications. As a result, we
could guarantee a high level of expertise in
providing advisory on secure retirement and
in recommending appropriate choices in
savings strategy.
In the marketing area, we maintained during
2013 the successful approach applied
in previous years. Our massive spring
marketing campaign, followed by a direct
mail campaign, ensured that many people
within the target segment would be aware of
KB Group not only as a provider of retirement
savings and supplementary pension savings
but also as a professional advisor in the
area of securing one’s retirement. The
Company‘s products will continue to be
appropriately complemented by an integrated
offer of products and services from the
entire Komerční banka Group. The goal is
to provide those potentially interested with

Participation and
Retirement Funds

Financial Section

more comprehensive services in the area of
investing and long-term saving.
With its crucial tie-in to Komerční banka’s
distribution network in both the retail and
employer segments, and supported also by
co-operation with Modrá pyramida stavební
spořitelna and external distribution networks,
the KB PS distribution model has proven
to be effective. Despite the unfavourable
external economic environment, the model
succeeded in acquiring a significant increase
in the market share for newly concluded
contracts and in stabilising the existing
participants. The Company will therefore
continue in applying this model.

Human Resources
KB PS’s activities in 2013 were based on
a stabilised and high-quality team. At the
start of the year, the number of Members
of the Board of Directors was reduced
from five to three. The employee team was
reinforced by several new staff, especially in
risk management and portfolio management.
The success in completing the Company’s
transformation testifies to the employees’
professionalism and willingness do whatever
was required to get the job done.
We endeavour to create ideal working
conditions for our employees and to provide
attractive employee benefits. We will continue
to devote great attention to the training and
development of the Company’s staff and
management. KB PS’s general management
and that within individual departments may
be regarded as a stabilising element again
this year.

Third Pillar (Participation Funds), Returns
Fund

p.a.

Mandatory Conservative Fund

0.36%

Guaranteed Participation Fund

1.04%

Balanced Participation Fund

1.07%

Dynamic Participation Fund

2.15%

Second Pillar (Retirement Funds), Returns
Fund

p.a.

Government Bond Retirement Fund

0.83%

Conservative Retirement Fund

0.88%

Balanced Retirement Fund

1.56%

Dynamic Retirement Fund

2.23%
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As from 1 April 2014, the Company’s Board
of Directors and general management will
undergo a crucial transformation. After many
years in the Company, Chairman of the Board
of Directors and Managing Director Pavel
Jirák is departing, having accepted an offer
to work in the management of Komerční
banka. Member of the Board of Directors and
Operations Director Radek Cmíral will also be
leaving the Company. They will be replaced
on the Board of Directors by Pavel Racocha
and Petr Strnad, who come from our parent
company Komerční banka.

Comments on the Financial
Results of the Company
As seen in most financial indicators, the
Company achieved very good results in 2013.
The profit for 2013 came to CZK 54 million.
These results were influenced especially by
transformation expenses, higher marketing
expenses, and expenses for IT development
and operations. In a change from the previous
year, the accrual period relating to commission
expenses for acquiring new and maintaining
existing participants was extended from two to
four years.
Growth in the volume of assets under
management within the Transformed Fund also
contributed to the final profit, as management
fees constitute the Company’s main income
source. The Company continued in diligently
controlling operating expenses, which came
to CZK 157 million. Total returns reached
CZK 310 million. After distributing 85% of the
Transformed Fund’s returns to participants, the
remaining profit for the Company amounted to
CZK 84 million.
The shareholder’s equity was further
strengthened during 2013 with CZK 100 million
coming from the parent company. As at the
end of 2013, KB PS recorded shareholder’s
equity of CZK 839 million. The Company’s
equity is invested mainly into long-maturity
term deposits. The prepaid expenses balance
increased from CZK 120 million as at 1 January
2013 to CZK 125 million as at the end of 2013.
This very good result allowed the Company’s
Board of Directors to propose keeping
practically the entire profit in the amount of
almost CZK 54 million in the Company’s
retained earnings in order to reinforce KB PS’s
capital position.

10

Development Strategy and
2014 Outlook
KB Penzijní společnost’s development strategy
in 2014, and probably also in subsequent years,
will no doubt be influenced by the anticipated
cancellation of retirement savings (the second
pillar) and any relevant legislative changes in
supplementary pension savings (third pillar).
Although the deficit in the retirement account
of the state budget exceeded CZK 50 billion
in 2013 and the government has proposed no
plan of any sort to stabilise the pension system
and resolve the retirement account deficit,
the government’s policy statement declared
its intention to eliminate the second pillar. We
believe that even in removing the second
pillar, the participants’ property rights will be
respected. Regardless of future developments,
we will continue to manage participants’
investments into the second pillar in order
to maximise returns on the deposited funds
in accordance with the adopted investment
strategy and while fully respecting all legislative
limitations and risk management guidelines.
The Company’s Board of Directors will also
participate actively in the Association of Pension
Companies of the Czech Republic with a view
to any potential initiatives for changes in the
relevant laws in connection with the potential
cancellation of the second pillar and especially
in connection with reinforcing the attractiveness
of the third pillar, which we regard as
indispensable to reduce the population’s
dependence on state pensions.
Among the Company’s operational priorities
in 2014 will be to complete the process
of outsourcing the entire area of IT and its
associated administrative functions so that
in this and ensuing years we will be able to
obtain maximum benefit from advantages that
ensue from affiliation with the SG/Komerční
banka financial group in the Czech Republic.
We already have created all the preconditions
for the Company to operate most efficiently
while at the same time decreasing operational
risk. We will also focus on creating enduring
financial stability and reinforcing the
Company’s market position in the new
conditions. Client satisfaction continues to be
a key indicator of the Company’s success.
With the growing volume of assets in the
new participation and retirement funds, the
Company’s ability to generate returns on
participants’ assets will be an even more
crucial factor in participant satisfaction than
in previous years. In co-operation with our

asset manager IKS KB (a member of the
Amundi Group, one of Europe’s largest asset
managers), we will therefore focus during
2014 primarily on executing the defined
investment strategy. In particular, we will
take a conservative approach to investing
our participants’ assets while emphasising
investment risk management and using
appropriate investment instruments that lead
to maximising the risk:return ratio. We also
want to make our participants better informed
using both an innovative online approach
and a more broadly developed individualised
approach which we plan to launch before the
end of 2014.
Our business strategy for 2014 is to maintain
market share in the second pillar and
especially to use high-quality services to
retain current participants and acquire new
participants in the third pillar. We will further
deepen our business collaboration with the
Komerční banka distribution network and
with other subsidiary and affiliate companies
within the SG/KB financial group, particularly
Modrá pyramida stavební spořitelna and
Komerční pojištovna. We offer our participants
a comprehensive portfolio of financial
products and services from the entire SG/KB
financial group. We will continue to acquire
new participants in co-operation with key
external networks offering personal financial
advisory. We expect that the role of employers
will grow in coming years, and especially
regarding supplementary pension savings.
We will therefore maintain the very positive
relationships created in previous years with
employers in the corporate and public sectors.
We will further expand measures to improve
relationships and communication with current
participants, and we will focus on adding to
the total volume of assets under management.
We also will utilise a marketing campaign in
support of the Company’s business activities.

27 February 2014
On behalf of the Board of Directors of
KB Penzijní společnost, a.s.

Pavel Jirák
Chairman of the Board of Directors
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Transformed Fund
of KB Penzijní společnost, a.s.

Identification number assigned by CNB

8080237783

Pension company

KB Penzijní společnost, a.s., náměstí Junkových 2772/1, Postal Code 155 00, Company ID
No. 61860018

Information on the Fund’s portfolio manager

Investiční kapitálová společnost KB, a.s., having its registered office at Dlouhá 713/34, 110 15
Prague 1 Company ID No.: 60196769, entered in the Commercial Register maintained by the Municipal
Court in Prague, Section B, file 2524
Portfolio manager (since September 2010):
Ing. Pavel Roštok, 13 years of professional experience, graduate of University of Economics, Prague

Information on the Fund’s custodian

Česká spořitelna, a.s., having its registered office at Olbrachtova 1929/62, 140 00 Prague 4
Company ID No.: 45244782
Entered in the Commercial Register maintained by the Municipal Court in Prague, Section B, file 1171

Information on an entity providing safekeeping
or controlling more than 1% of the Fund’s assets

Safekeeping and other custody of the Fund’s assets are provided only by the Fund’s custodian.

Structure of the Transformed Fund’s assets as at
31 December 2013

69%

Czech government bonds

7%	Bonds of multinational institutions
and other governments

19%

Corporate bonds

4%

Deposits

1%

Other
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At the close of 2013, the majority of the
Transformed Fund’s assets were invested
into Czech government bonds (69%). This
represents a decrease of 2 percentage
points in comparison to the same date
in the previous year. The second-largest
component was corporate bonds, the
proportion of which increased year on year
by 6 percentage points (including bonds
from the Czech Export Bank for which
the state had assumed a guarantee). The

financial sector predominated in newly
purchased corporate bonds. The proportion
of bonds from multinational institutions and
other governments saw a slight year-onyear reduction on the order of 2 percentage
points. In comparison with 2012, the share
of deposits in the Fund’s assets fell by
2 percentage points. The total assets of the
Transformed Fund as at 31 December 2013
were around CZK 38,427,121,000.

Basic information about the Fund as at 31 December 2013
Total assets (in CZK thousands)

38,427,121

Appreciation in 2013

1.44%

Profit after tax as at 31 December 2013 (in CZK thousands)

484,191

Consideration assigned to the pension company

Fees

From 1 January 2013 to
31 December 2013

in CZK thousands as at
31 December 2013

for management

0.6%

217,243

from profit

15%

85,445
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Participation and Retirement Funds

This Annual Report for the individual
retirement and participation funds contains
the following information for each fund
in relation to 2013: name of the fund;
identification number assigned by CNB;
pension company managing the fund; the
fund’s portfolio managers; all of the fund’s
custodians; any entity providing safekeeping
or controlling more than 1% of the fund’s
assets; identification of asset groups whose
values exceed 1% of the fund’s total assets
as at the valuation date for the Annual

A. Participation funds

Report, including the total acquisition cost
and fair values as at the end of the year;
the composition of and changes in the
fund’s assets; consideration assigned to the
pension company for managing the fund’s
assets; the fund’s equity and net asset value
per pension unit as at 31 December of the
given year.

KB Mandatory Conservative Participation Fund of KB Penzijní společnost, a.s.
KB Guaranteed Participation Fund of KB Penzijní společnost, a.s.
KB Balanced Participation Fund of KB Penzijní společnost, a.s.
KB Dynamic Participation Fund of KB Penzijní společnost, a.s.

B. Retirement funds

KB Government Bond Retirement Fund of KB Penzijní společnost, a.s.
KB Conservative Retirement Fund of KB Penzijní společnost, a.s.
KB Balanced Retirement Fund of KB Penzijní společnost, a.s.
KB Dynamic Retirement Fund of KB Penzijní společnost, a.s.

13

KB Penzijní společnost, a.s.

A.

Annual Report 2013

Participation Funds

KB Mandatory Conservative Participation Fund of KB Penzijní společnost, a.s.
Identification number assigned by CNB

8080237513

Pension company

KB Penzijní společnost, a.s., náměstí Junkových 2772/1, 155 00 Prague 5
Company ID No. 61860018
The pension company obtained its licence from CNB to establish the fund with effect from 1 January
2013.

Information on the fund’s portfolio managers

Investiční kapitálová společnost KB, a.s., having its registered office at Dlouhá 713/34, 110 15
Prague 1
Company ID No.: 60196769, entered in the Commercial Register maintained by the Municipal Court
in Prague, Section B, file 2524
Portfolio managers (since establishment):
Ing. Pavel Roštok, 13 years of professional experience, graduate of University of Economics, Prague
Ing. Zdeněk Straka, 15 years of professional experience, graduate of Czech University of Agriculture
in Prague

Information on the fund’s custodian

Česká spořitelna, a.s., having its registered office at Olbrachtova 1929/62, 140 00 Prague 4
Company ID No.: 45244782
Entered in the Commercial Register maintained by the Municipal Court in Prague, Section B, file 1171

Information on an entity providing safekeeping
or controlling more than 1% of the fund’s assets

Safekeeping and other custody of the fund’s assets are provided only by the fund’s custodian.

Identification of assets with values exceeding 1% of the fund’s total assets (in CZK thousands)
Total market
price with aliquot
interest

Percent of fund’s
assets
28%

ISIN

Number

Total acquisition
cost

Gov. bond VAR/17

CZ0001003438

3,655

37,901

38,070

Gov. bond 4.6/18

CZ0001000822

2,910

33,820

34,330

25%

Gov. bond 4.00/17

CZ0001001903

2,745

30,438

31,232

23%

12,683

9%

Name of security/deposit

KB bank accounts
UniCredit term deposits

7,000

7,013

5%

Citibank term deposits

6,940

6,958

5%

5,274

4%

1,999

2,000

1%

Česká spořitelna bank accounts
ING term deposits

Mandatory Conservative Participation Fund‘s unit value
development in 2013
NAV/unit

1.0100

1.0000
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24/12/2013

24/10/2013

24/9/2013

24/8/2013

24/7/2013

24/6/2013

24/5/2013

0.9950
24/4/2013

Deposits

24/3/2013

25%

1.0050

24/2/2013

Czech government bonds

24/1/2013

75%

24/11/2013

Information on composition of and changes in the fund’s assets
as at 31 December 2013
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As at 31 December 2013, the majority of the assets in the Mandatory Conservative Participation Fund were invested into intermediate-maturity
Czech government bonds (75%). The fund’s largest position was government bond SD VAR/17, representing 28% of the fund’s assets. A quarter
of assets under management were placed in current accounts and term deposits at 5 prominent banking institutions in the Czech Republic,
with deposits at Komerční banka accounting for the largest proportion of those assets (9%). During the year, assets under management in the
Mandatory Conservative Fund increased to above CZK 100 million. As at 31 December 2013, the fund’s NAV was around CZK 135.7 million.
Basic information about the fund as at 31 December 2013

NAV (in CZK)

135,726,486.74

Number of units

135,243,790.4018

Unit value

1.0036

Gain since establishment

0.36%

Profit for the year ending 31 Dec 2013 (in CZK)

127,888.34

Consideration assigned to the pension company
From the start of 2013 until 28 February 2013, management and performance fees were paid for all participation funds. Effective from 1 March
2013, the Board of Directors of KB PS agreed not to pay management and performance fees for the participation funds through all of 2013 and
that fees already allocated for the first two months would be returned in their full amount as at 1 March 2013.
Fees

1 Jan – 28 Feb 2013

Value in CZK

1 Mar – 31 Dec 2013

Management fee

0.4%

199.07

0%

Performance fee

10%

0

0%

Information on the fund’s equity, net asset value per pension unit, and fees paid as at selected valuation dates
Mandatory Conservative Participation Fund

Fund’s equity

Value per pension unit

Cumulative management fees
paid in CZK

31 Dec 2013

135,726,486.74

1.0036

0

30 Nov 2013

113,029,047.19

1.0069

0

31 Oct 2013

87,218,781.01

1.0040

0

30 Sep 2013

72,793,111.84

1.0031

0

31 Aug 2013

61,644,053.61

1.0014

0

31 Jul 2013

51,803,440.71

1.0006

0

Valuation date
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KB Guaranteed Participation Fund of KB Penzijní společnost, a.s.
Identification number assigned by CNB

8080237556

Pension company

KB Penzijní společnost, a.s., náměstí Junkových 2772/1, 155 00 Prague 5
Company ID No. 61860018
The pension company obtained its licence from CNB to establish the fund with effect from 1 January 2013.

Information on the fund’s portfolio managers

Investiční kapitálová společnost KB, a.s., having its registered office at Dlouhá 713/34, 110 15 Prague 1
Company ID No.: 60196769, entered in the Commercial Register maintained by the Municipal Court
in Prague, Section B, file 2524
Portfolio managers (since establishment):
Ing. Pavel Roštok, 13 years of professional experience, graduate of University of Economics, Prague
Ing. Zdeněk Straka, 15 years of professional experience, graduate of Czech University of Agriculture in
Prague

Information on the fund’s custodian

Česká spořitelna, a.s., having its registered office at Olbrachtova 1929/62, 140 00 Prague 4
Company ID No.: 45244782
Entered in the Commercial Register maintained by the Municipal Court in Prague, Section B, file 1171

Information on an entity providing safekeeping
or controlling more than 1% of the fund’s assets

Safekeeping and other custody of the fund’s assets are provided only by the fund’s custodian.

Identification of assets with values exceeding 1% of the fund’s total assets (in CZK thousands)
Total market price with
aliquot interest

Percent of fund’s
assets

KB bank accounts

2,336

42 %

Česká spořitelna bank accounts

1,177

21 %

Name of security/deposit

ISIN

Number

Total acquisition cost

UniCredit term deposits

1,127

1,128

20%

Citibank term deposits

890

892

16%

Information on composition of and changes in the fund’s assets
as at 31 December 2013

Guaranteed Participation Fund‘s unit value development in 2013
NAV/unit

1.0150
1.0100

100%

Deposits

1.0050
1.0000
0.9950
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21. 12. 2013

21. 11. 2013

21. 10. 2013

21. 9. 2013

21. 8. 2013

21. 7. 2013

21. 6. 2013

21. 5. 2013

21. 4. 2013

21. 3. 2013

21. 2. 2013

0.9900

KB Penzijní společnost, a.s.

Report of the Board of Directors on
the Company’s Business Activities
and State of Its Assets for 2013

Transformed Fund
of KB Penzijní společnost, a.s.

Participation and
Retirement Funds

Financial Section

At the end of 2013, the Guaranteed Participation Fund’s NAV was around CZK 5.5 million. All cash was placed in current accounts and term
deposits at Czech banks. The largest proportion of assets under management was placed in deposits at Komerční banka (42%).
Basic information about the fund as at 31 December 2013

NAV (in CZK)

5,502,631.47

Number of units

5,446,050.7383

Unit value

1.0104

Gain since establishment

1.04%

Profit for the year ending 31 Dec 2013 (in CZK)

44,727.03

Consideration assigned to the pension company
From the start of 2013 until 28 February 2013, management and performance fees were paid for all participation funds. Effective from
1 March 2013, the Board of Directors of KB PS agreed not to pay management and performance fees for the participation funds through all of
2013 and that fees already allocated for the first two months would be returned in their full amount as at 1 March 2013.
Fees

1 Jan – 28 Feb 2013

Value in CZK

1 Mar – 31 Dec 2013

Management fee

0.8%

32.03

0%

Performance fee

10%

0

0%

Information on the fund’s equity, net asset value per pension unit, and fees paid as at selected valuation dates
Guaranteed Participation Fund

Fund’s equity

Value per pension unit

Cumulative management fees
paid in CZK

31 Dec 2013

5,502,631.47

1.0104

0

30 Nov 2013

4,598,638.69

1.0016

0

31 Oct 2013

3,894,082.93

1.0013

0

30 Sep 2013

3,540,606.94

1.0010

0

31 Aug 2013

3,056,325.92

1.0007

0

31 Jul 2013

2,693,347.12

1.0006

0

Valuation date
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KB Balanced Participation Fund of KB Penzijní společnost, a.s.
Identification number assigned by CNB

8080237548

Pension company

KB Penzijní společnost, a.s., náměstí Junkových 2772/1, 155 00 Prague 5
Company ID No. 61860018
The pension company obtained its licence from CNB to establish the fund with effect from 1 January
2013.

Information on the fund’s portfolio managers

Investiční kapitálová společnost KB, a.s., having its registered office at Dlouhá 713/34, 110 15 Prague 1
Company ID No.: 60196769, entered in the Commercial Register maintained by the Municipal Court in
Prague, Section B, file 2524
Portfolio managers (since establishment):
Ing. Pavel Roštok, 13 years of professional experience, graduate of University of Economics, Prague
Ing. Zdeněk Straka, 15 years of professional experience, graduate of Czech University of Agriculture
in Prague

Information on the fund’s custodian

Česká spořitelna, a.s., having its registered office at Olbrachtova 1929/62, 140 00 Prague 4
Company ID No.: 45244782
Entered in the Commercial Register maintained by the Municipal Court in Prague, Section B, file 1171

Information on an entity providing safekeeping
or controlling more than 1% of the fund’s assets

Safekeeping and other custody of the fund’s assets are provided only by the fund’s custodian.

Identification of assets with values exceeding 1% of the fund’s total assets (in CZK thousands)

Name of security/deposit

ISIN

Total acquisition
cost

Number

Total market price
with aliquot interest

Percent of fund’s

6,980

45%

KB bank accounts
Česká spořitelna bank accounts
UniCredit term deposits
Citibank term deposits

1,963

13%

2,500

2,503

16%
13%

2,050

2,053

Gov. bond 1.5 10/19

CZ0001003834

90

908

898

6%

Gov. bond 4.60/18

CZ0001000822

90

1,055

1,062

7%

Balanced Participation Fund‘s unit value development in 2013
NAV/unit

1.0200

1.0000

In the case of the Balanced Participation Fund, the majority of cash was placed in bank deposits. As much as 45% of the fund’s assets were
placed in deposits at Komerční banka, 16% in term deposits at UniCredit Bank, 13% in term deposits at Citibank and 13% in bank accounts at
Česká spořitelna. Part of the portfolio (13%) was invested into intermediate-maturity Czech government bonds. As at 31 December 2013, the
fund’s NAV was around CZK 15.3 million.
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24. 12. 2013

24. 10. 2013

24. 9. 2013

24. 8. 2013

24. 7. 2013

24. 6. 2013

24. 5. 2013

24. 4. 2013

0.9900
24. 1. 2013

13%	Czech government bonds

1.0100

24. 3. 2013

Deposits

24. 2. 2013

87%

24. 11. 2013

Information on composition of and changes in the fund’s assets
as at 31 December 2013
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Basic information about the fund as at 31 December 2013
NAV (in CZK)

15,273,078.44

Number of units

15,111,219.6105

Unit value

1.0107

Gain since establishment

1.07%

Profit for the year ending 31 Dec 2013 (in CZK)

126,615.10

Consideration assigned to the pension company
From the start of 2013 until 28 February 2013, management and performance fees were paid for all participation funds. Effective from
1 March 2013, the Board of Directors of KB PS agreed not to pay management and performance fees for the participation funds through
all of 2013 and that fees already allocated for the first two months would be returned in their full amount as at 1 March 2013.
1 Jan – 28 Feb 2013

Value in CZK

Management fee

Fees

0.8%

5.07

1 Mar – 31 Dec 2013
0%

Performance fee

10%

0

0%

Information on the fund’s equity, net asset value per pension unit, and fees paid as at selected valuation dates
Balanced Participation Fund

Valuation date

Fund’s equity

Value per pension unit

Cumulative management fees
paid in CZK

31 Dec 2013

15,273,078.44

1.0107

0

30 Nov 2013

12,032,675.04

1.0008

0

31 Oct 2013

9,390,760.94

1.0005

0

30 Sep 2013

7,830,154.43

1.0002

0

31 Aug 2013

6,068,259.78

1.0000

0

31 Jul 2013

4,272,374.11

0.9998

0
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KB Dynamic Participation Fund of KB Penzijní společnost, a.s.
Identification number assigned by CNB

8080237521

Pension company

KB Penzijní společnost, a.s., náměstí Junkových 2772/1, 155 00 Prague 5
Company ID No. 61860018
The pension company obtained its licence from CNB to establish the fund with effect from 1 January
2013.

Information on the fund’s portfolio managers

Investiční kapitálová společnost KB, a.s., having its registered office at Dlouhá 713/34, 110 15 Prague 1
Company ID No.: 60196769, entered in the Commercial Register maintained by the Municipal Court in
Prague, Section B, file 2524
Portfolio managers (since establishment):
Ing. Pavel Roštok, 13 years of professional experience, graduate of University of Economics, Prague
Ing. Zdeněk Straka, 15 years of professional experience, graduate of Czech University of Agriculture
in Prague

Information on the fund’s custodian

Česká spořitelna, a.s., having its registered office at Olbrachtova 1929/62, 140 00 Prague 4
Company ID No.: 45244782
Entered in the Commercial Register maintained by the Municipal Court in Prague, Section B, file 1171

Information on an entity providing safekeeping
or controlling more than 1% of the fund’s assets

Safekeeping and other custody of the fund’s assets are provided only by the fund’s custodian.

Identification of assets with values exceeding 1% of the fund’s total assets (in CZK thousands)
Total market price
with aliquot interest

Percent of fund’s
assets

KB bank accounts

6,672

43%

Česká spořitelna bank accounts

1,222

8%

2,100

2,102

13%

Name of security/deposit

ISIN

Number

Total acquisition
cost

UniCredit term deposits
Gov. bond 1.5 10/19

CZ0001003834

465

4,676

4,639

30%

Gov. bond 3.75/20

CZ0001001317

85

966

961

6%

Information on composition of and changes in the fund’s assets
as at 31 December 2013

Dynamic Participation Fund‘s unit value development in 2013
NAV/unit

1.0300

64%

Deposits

36%	Czech government bonds

1.0200
1.0100
1.0000
0.9900

24. 12. 2013

24. 11. 2013

24. 10. 2013

24. 9. 2013

24. 8. 2013

24. 7. 2013

24. 6. 2013

24. 5. 2013

24. 4. 2013

24. 3. 2013

24. 2. 2013

24. 1. 2013

0.9800

At the end of 2013, the Dynamic Participation Fund’s NAV was around CZK 15.4 million. The majority of assets under management were placed
in bank accounts at Komerční banka (43%). The second most important position was in the Czech government bond SD 1.5 10/19, constituting
30% of the fund’s assets. Term deposits at UniCredit Bank represented 13% of assets under management.
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Basic information about the fund as at 31 December 2013
NAV (in CZK)

15,393,029.02

Number of units

15,069,662.0780

Unit value

1.0215

Gain since establishment

2.15%

Profit for the year ending 31 Dec 2013 (in CZK)

268,645.51

Consideration assigned to the pension company
From the start of 2013 until 28 February 2013, management and performance fees were paid for all participation funds. Effective from 1 March
2013, the Board of Directors of KB PS agreed not to pay management and performance fees for the participation funds through all of 2013 and
that fees already allocated for the first two months would be returned in their full amount as at 1 March 2013.
Fees

1 Jan – 28 Feb 2013

Value in CZK

1 Mar – 31 Dec 2013

Management fee

0.8%

2.31

0%

Performance fee

10%

0

0%

Information on the fund’s equity, net asset value per pension unit, and fees paid as at selected valuation dates
Dynamic Participation Fund

Value per pension unit

Cumulative management fees
paid in CZK

15,393,029.02

1.0215

0

12,772,427.24

1.0007

0

31 Oct 2013

10,629,287.04

1.0004

0

30 Sep 2013

9,467,848.42

1.0002

0

Valuation date

Fund’s equity

31 Dec 2013
30 Nov 2013

31 Aug 2013

8,250,611.21

1.0000

0

31 Jul 2013

6,859,675.84

0.9998

0
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KB Government Bond Retirement Fund of KB Penzijní společnost, a.s.
Identification number assigned by CNB

8080237329

Pension company

KB Penzijní společnost, a.s., náměstí Junkových 2772/1, 155 00 Prague 5
Company ID No. 61860018
The pension company obtained its licence from CNB to establish the fund with effect from 1 January 2013.

2

Information on the fund’s portfolio managers

Investiční kapitálová společnost KB, a.s., having its registered office at Dlouhá 713/34, 110 15 Prague 1
Company ID No.: 60196769, entered in the Commercial Register maintained by the Municipal Court in
Prague, Section B, file 2524
Portfolio managers (since establishment):
Ing. Pavel Roštok, 13 years of professional experience, graduate of University of Economics, Prague
Ing. Zdeněk Straka, 15 years of professional experience, graduate of Czech University of Agriculture in Prague
AXA investiční společnost, a.s.,2 having its registered office at Lazarská 13/8, 120 00 Prague 2
Company ID No.: 64579018, entered in the Commercial Register maintained by the Municipal Court in
Prague, Section B, file 7462
Portfolio manager (since establishment):
Ing. Mgr. Dušan Přecechtěl, CFA, graduate of Charles University in Prague, University of Economics,
Prague and the CFA Institute

Information on the fund’s custodian

Česká spořitelna, a.s., having its registered office at Olbrachtova 1929/62, 140 00 Prague 4
Company ID No.: 45244782
Entered in the Commercial Register maintained by the Municipal Court in Prague, Section B, file 1171

Information on an entity providing safekeeping
or controlling more than 1% of the fund’s assets

Safekeeping and other custody of the fund’s assets are provided only by the fund’s custodian.

During 2013, AXA investiční společnost, a.s. did not manage any assets in the KB Government Bond Retirement Fund of KB Penzijní společnost, a.s.

Identification of assets with values exceeding 1% of the fund’s total assets (in CZK thousands)

Name of security/deposit

ISIN

Number

Total acquisition
cost

Total market price
with aliquot interest

Percent of fund’s
assets

KB bank accounts

443

47%

Česká spořitelna bank accounts

145

15%

UniCredit term deposits

98

98

10%

Citibank term deposits

260

260

27%

Information on composition of and changes in the fund’s assets
as at 31 December 2013

Government Bond Retirement Fund‘s unit value development
in 2013
NAV/unit

1.0100

100%

Deposits

1.0080
1.0060
1.0040
1.0020
1.0000
0.9980
0.9960
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10. 12. 2013

10. 11. 2013

10. 10. 2013

10. 9. 2013

10. 8. 2013

10. 7. 2013

10. 6. 2013

10. 5. 2013

0.9940
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At the end of 2013, all assets under management of the Government Bond Retirement Fund were in bank accounts. Deposits at Komerční
banka represented the largest proportion of assets (47%), followed by term deposits at Citibank (27%) and bank deposits at Česká spořitelna
(15%). As at 31 December 2013, the fund’s NAV was around CZK 0.9 million.
Basic information about the fund as at 31 December 2013
NAV (in CZK)

939,720.88

Number of units

932,012.9132

Unit value

1.0083

Gain since establishment

0.83%

Profit for the year ending 31 Dec 2013 (in CZK)

5,851.28

Consideration assigned to the pension company
All management and performance fees for 2013 were waived for all retirement funds.
Fees

1 Jan – 31 Dec 2013

Management fee

0%

Performance fee

0%

Information on the fund’s equity and net asset value per pension unit
Government Bond Retirement Fund
Valuation date

Fund’s equity

Value per retirement unit

31 Dec 2013

939,720.88

1.0083

30 Nov 2013

733,037.64

1.0009

31 Oct 2013

510,151.78

1.0007

30 Sep 2013

328,929.28

1.0004

31 Aug 2013

178,003.00

1.0003

31 Jul 2013

110,704.16

1.0002
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KB Conservative Retirement Fund of KB Penzijní společnost, a.s.
Identification number assigned by CNB

8080237337

Pension company

KB Penzijní společnost, a.s., náměstí Junkových 2772/1, 155 00 Prague 5
Company ID No. 61860018
The pension company obtained its licence from CNB to establish the fund with effect from 1 January 2013.

2

Information on the fund’s portfolio managers

Investiční kapitálová společnost KB, a.s., having its registered office at Dlouhá 713/34, 110 15 Prague 1
Company ID No.: 60196769, entered in the Commercial Register maintained by the Municipal Court
in Prague, Section B, file 2524
Portfolio managers (since establishment):
Ing. Pavel Roštok, 13 years of professional experience, graduate of University of Economics, Prague
Ing. Zdeněk Straka, 15 years of professional experience, graduate of Czech University of Agriculture
in Prague
AXA investiční společnost, a.s.,2 having its registered office at Lazarská 13/8, 120 00 Prague 2
Company ID No.: 64579018, entered in the Commercial Register maintained by the Municipal Court
in Prague, Section B, file 7462
Portfolio manager (since establishment):
Ing. Mgr. Dušan Přecechtěl, CFA, graduate of Charles University in Prague, University of Economics,
Prague and the CFA Institute

Information on the fund’s custodian

Česká spořitelna, a.s., having its registered office at Olbrachtova 1929/62, 140 00 Prague 4
Company ID No.: 45244782
Entered in the Commercial Register maintained by the Municipal Court in Prague, Section B, file 1171

Information on an entity providing safekeeping
or controlling more than 1% of the fund’s assets

Safekeeping and other custody of the fund’s assets are provided only by the fund’s custodian.

During 2013, AXA investiční společnost, a.s. did not manage any assets in the KB Conservative Retirement Fund of KB Penzijní společnost, a.s.

Identification of assets with values exceeding 1% of the fund’s total assets (in CZK thousands)

Name of security/deposit

ISIN

Number

Total acquisition
cost

Total market price
with aliquot interest

Percent of fund’s
assets

8,377

46%

506

3%

KB bank accounts
Česká spořitelna bank accounts
UniCredit term deposits

3,591

3,594

20%

Citibank term deposits

2,090

2,093

11%

Gov. bond 4.00/17

CZ0001001903

115

1,283

1,308

7%

Gov. bond 4.60/18

CZ0001000822

210

2,462

2,477

13%

Information on composition of and changes in the fund’s assets
as at 31 December 2013

Conservative Retirement Fund‘s unit value development in 2013
NAV/unit

1.0150

79%

Deposits

21%	Czech government bonds

1.0100
1.0050
1.0000

12. 12. 2013

12. 11. 2013

12. 10. 2013

12. 9. 2013

12. 8. 2013

12. 7. 2013

12. 6. 2013

12. 5. 2013

12. 4. 2013

0.9950

As at 31 December 2013, the Conservative Retirement Fund’s NAV was around CZK 18.3 million. The majority of assets in the fund (79%) were
in bank accounts, and the remaining 21% in intermediate-maturity Czech government bonds. Deposits at Komerční banka constituted the
largest position, accounting for 46% of the fund’s assets. In second position were term deposits at UniCredit Bank (20%). Czech government
bond SD 4.60/18 represented 13% of assets under management.
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Basic information about the fund as at 31 December 2013
NAV (in CZK)

18,272,407.75

Number of units

18,113,177.9475

Unit value

1.0088

Gain since establishment

0.88%

Profit for the year ending 31 Dec 2013 (in CZK)

101,950.47

Consideration assigned to the pension company
All management and performance fees for 2013 were waived for all retirement funds.
Fees

1 Jan – 31 Dec 2013

Management fee

0%

Performance fee

0%

Information on the fund’s equity and net asset value per retirement unit
Conservative Retirement Fund
Valuation date

Fund’s equity

Value per retirement unit

31 Dec 2013

18,272,407.75

1.0088

30 Nov 2013

12,991,665.67

1.0012

31 Oct 2013

8,237,222.57

1.0009

30 Sep 2013

4,661,480.85

1.0006

31 Aug 2013

2,444,300.25

1.0004

31 Jul 2013

1,280,376.50

1.0002
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KB Balanced Retirement Fund of KB Penzijní společnost, a.s.
Identification number assigned by CNB

8080237345

Pension company

KB Penzijní společnost, a.s., náměstí Junkových 2772/1, 155 00 Prague 5
Company ID No. 61860018
The pension company obtained its licence from CNB to establish the fund with effect from 1 January 2013.

Information on the fund’s portfolio managers

Investiční kapitálová společnost KB, a.s., having its registered office at Dlouhá 713/34, 110 15 Prague 1
Company ID No.: 60196769, entered in the Commercial Register maintained by the Municipal Court
in Prague, Section B, file 2524
Portfolio managers (since establishment):
Ing. Pavel Roštok, 13 years of professional experience, graduate of University of Economics, Prague
Ing. Zdeněk Straka, 15 years of professional experience, graduate of Czech University of Agriculture in Prague

Information on the fund’s custodian

Česká spořitelna, a.s., having its registered office at Olbrachtova 1929/62, 140 00 Prague 4
Company ID No.: 45244782
Entered in the Commercial Register maintained by the Municipal Court in Prague, Section B, file 1171

Information on an entity providing safekeeping
or controlling more than 1% of the fund’s assets

Safekeeping and other custody of the fund’s assets are provided only by the fund’s custodian.

Identification of assets with values exceeding 1% of the fund’s total assets (in CZK thousands)

Name of security/deposit

ISIN

Number

Total acquisition
cost

Total market price
with aliquot interest

Percent of fund’s
assets

8,502

48%

KB bank accounts
Česká spořitelna bank accounts

525

3%

UniCredit term deposits

3,506

3,509

20%

Citibank term deposits

2,105

2,108

12%

Gov. bond 1.5 10/19

CZ0001003834

195

1,965

1,945

11%

Gov. bond 4.60/18

CZ0001000822

90

1,055

1,062

6%

Information on composition of and changes in the fund’s assets
as at 31 December 2013

Balanced Retirement Fund‘s unit value development in 2013
NAV/unit

1.0200
1.0100
1.0000

12. 12. 2013

12. 11. 2013

12. 10. 2013

12. 9. 2013

12. 8. 2013

12. 7. 2013

0.9900
12. 4. 2013

17%	Czech government bonds

12. 6. 2013

Deposits

12. 5. 2013

83%

As at 31 December 2013, the Balanced Retirement Fund’s NAV was around CZK 17.6 million. The majority of funds were placed in bank
accounts (83%). The remaining assets under management were invested into Czech government bonds (17%). The largest positions in the fund
were deposits at Komerční banka (48%), followed by term deposits at UniCredit (20%) and term deposits at Citibank (12%).
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Basic information about the fund as at 31 December 2013
NAV (in CZK)

17,564,169.53

Number of units

17,293,586.4305

Unit value

1.0156

Gain since establishment

1.56%

Profit for the year ending 31 Dec 2013 (in CZK)

184,741.83

Consideration assigned to the pension company
All management and performance fees for 2013 were waived for all retirement funds.
Fees

1 Jan – 31 Dec 2013

Management fee

0%

Performance fee

0%

Information on the fund’s equity and net asset value per retirement unit
Balanced Retirement Fund
Valuation date

Fund’s equity

Value per retirement unit

31 Dec 2013

17,564,169.53

1.0156

30 Nov 2013

12,576,977.98

1.0012

31 Oct 2013

8,165,560.22

1.0009

30 Sep 2013

4,828,585.58

1.0006

31 Aug 2013

2,609,242.25

1.0004

31 Jul 2013

1,407,077.62

1.0002
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KB Dynamic Retirement Fund of KB Penzijní společnost, a.s.
Identification number assigned by CNB

8080237353

Pension company

KB Penzijní společnost, a.s., náměstí Junkových 2772/1, 155 00 Prague 5
Company ID No. 61860018
The pension company obtained its licence from CNB to establish the fund with effect from 1 January 2013.

Information on the fund’s portfolio managers

Investiční kapitálová společnost KB, a.s., having its registered office at Dlouhá 713/34, 110 15 Prague 1
Company ID No.: 60196769, entered in the Commercial Register maintained by the Municipal Court
in Prague, Section B, file 2524
Portfolio managers (since establishment):
Ing. Pavel Roštok, 13 years of professional experience, graduate of University of Economics, Prague
Ing. Zdeněk Straka, 15 years of professional experience, graduate of Czech University of Agriculture in Prague

Information on the fund’s custodian

Česká spořitelna, a.s., having its registered office at Olbrachtova 1929/62, 140 00 Prague 4
Company ID No.: 45244782
Entered in the Commercial Register maintained by the Municipal Court in Prague, Section B, file 1171

Information on an entity providing safekeeping
or controlling more than 1% of the fund’s assets

Safekeeping and other custody of the fund’s assets are provided only by the fund’s custodian.

Identification of assets with values exceeding 1% of the fund’s total assets (in CZK thousands)

Name of security/deposit

ISIN

Total acquisition
cost

Number

Total market price
with aliquot interest

Percent of fund’s
assets

13,113

46%

760

3%

KB bank accounts
Česká spořitelna bank accounts
UniCredit term deposits

5,831

5,836

21%

Citibank term deposits

3,830

3,836

13%

Gov. bond 1.5 10/19

CZ0001003834

380

3,825

3,791

13%

Gov. bond 3.75/20

CZ0001001317

100

1,136

1,130

4%

Dynamic Retirement Fund‘s unit value development in 2013
NAV/unit

1.0400

1.0000

12. 11. 2013

12. 10. 2013

12. 9. 2013

12. 8. 2013

12. 7. 2013

0.9800
12. 4. 2013

17%	Czech government bonds

1.0200

12. 6. 2013

Deposits

12. 5. 2013

83%

In the case of the Dynamic Retirement Fund, at the end of 2013 the majority of cash (83%) was placed in bank accounts. Czech government
bonds made up 17% of the fund’s assets. The largest proportion of assets comprised deposits at Komerční banka (46%), followed by term
deposits at UniCredit (21%), term deposits at Citibank (13%) and Czech government bond SD 1.5 10/19 (13%). As at 31 December 2013,
the fund’s NAV was around CZK 28.4 million.
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Basic information about the fund as at 31 December 2013
NAV (in CZK)

28,370,628.65

Number of units

27,751,629.0212

Unit value

1.0223

Gain since establishment

2.23%

Profit for the year ending 31 Dec 2013 (in CZK)

441,006.76

Consideration assigned to the pension company
All management and performance fees for 2013 were waived for all retirement funds.
Fees

1 Jan – 31 Dec 2013

Management fee

0%

Performance fee

0%

Information on the fund’s equity and net asset value per retirement unit
Dynamic Retirement Fund
Valuation date

Fund’s equity

Value per retirement unit

31 Dec 2013

28,370,628.65

1.0223

30 Nov 2013

20,752,018.79

1.0013

31 Oct 2013

14,281,577.45

1.0010

30 Sep 2013

9,332,370.97

1.0007

31 Aug 2013

5,647,847.89

1.0004

31 Jul 2013

3,445,457.04

1.0003
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Information on Matters
Significantly Affecting the
Results of the Company’s
Activity with an Emphasis on
the Main Factors Influencing
Profit
During 2013, the value of assets in retirement
and participation funds and the Transformed
Fund grew by 11.7% to a total of CZK
38.7 billion (in 2012 the growth had been
5.5%). The Transformed Fund recorded
the greatest amount of growth in assets
under management, having benefited from
a significant influx of participants’ assets.
The main reason for the influx of funds
was a legislative change from the start of
2013 and an increase in the maximum state
support from CZK 150 to CZK 230.
The Company’s Financial Results
In 2013, the Company achieved a very solid
profit in the amount of CZK 54.2 million.
Diligent control over expenses positively
contributed to the resulting profit. The
Company’s operating expenses were kept
under control even despite one-off expenses
for the Company’s transformation and the

start of the second and third pillars. The
Company’s operating expenses totalled CZK
157 million, which was 0.4% of the volume of
assets under management.
In terms of income, the most significant
effect on the positive result came from fees
amounting to CZK 302.7 million collected
for management and appreciation of the
Transformed Fund. The amount of fees was
positively affected by favourable development
of participants’ assets during 2013.

The Company had no qualified holding in
any entity during the reporting period (or in
any part of the reporting period), and during
the reporting period the Company did not
negotiate in unison with any other entity
within the meaning of Sec. 66b of Act
No. 513/1991 Coll., the Commercial Code.

As at the end of 2013, the Company’s
prepaid expense as a proportion of assets
under management came to slightly above
0.3%. In 2013, the period from accrual of
commissions related to the Transformed
Fund was extended from 2 to 4 years.
Additional Information
During the reporting period, the Company
was involved in no legal dispute involving
a court or arbitrator in which the subject
of the dispute would exceed 1% of the
value of the assets of the Company, of the
retirement and participation funds under its
management, or of any individual such fund.

Asset value by fund (in CZK)
Fund name
Transformed Fund
Government Bond Retirement Fund

Asset value as at 31 Dec 2013
38,427,120,857.14
946,333.08

Conservative Retirement Fund

18,355,930.72

Balanced Retirement Fund

17,651,427.07

Dynamic Retirement Fund
Mandatory Conservative Participation Fund

28,466,544.61
137,560,783.56

Balanced Participation Fund

15,458,620.39

Dynamic Participation Fund

15,595,343.43

Guaranteed Participation Fund

30

5,532,585.81

KB Penzijní společnost, a.s.

Report of the Board of Directors on
the Company’s Business Activities
and State of Its Assets for 2013

Transformed Fund
of KB Penzijní společnost, a.s.

Participation and
Retirement Funds

Financial Section

Contents
KB Penzijní společnost, a.s.

32

Independent Auditor‘s Report

34

Balance Sheet as at 31 December 2013

35

Income Statement for the Year Ended 31 December 2013

36

Statement of Changes in Equity for the Year Ended 31 December 2013

37

Notes to the Financial Statements

Report on Relations among
Related Entities for the Year Ended
31 December 2013

52

Report on Relations among Related Entities for the Year Ended
31 December 2013

Transformed Fund
of KB Penzijní společnost, a.s.

57

Balance Sheet as at 31 December 2013 and Off-Ballance Sheets
as at 31 December 2013

59

Income Statement for the Year Ended 31 December 2013

60

Statement of Changes in Equity for the Year Ended 31 December 2013

61

Notes to the Financial Statements

76

KB Mandatory Conservative Participation Fund of KB Penzijní společnost, a.s.

86

KB Guaranteed Participation Fund of KB Penzijní společnost, a.s.

96

KB Balanced Participation Fund of KB Penzijní společnost, a.s.

106

KB Dynamic Participation Fund of KB Penzijní společnost, a.s.

116

KB Government Bond Retirement Fund of KB Penzijní společnost, a.s.

126

KB Conservative Retirement Fund of KB Penzijní společnost, a.s.

136

KB Balanced Retirement Fund of KB Penzijní společnost, a.s.

146

KB Dynamic Retirement Fund of KB Penzijní společnost, a.s.

Participation and Retirement Funds
of KB Penzijní společnost, a.s.

31

KB Penzijní společnost, a.s.

Annual Report 2013

KB Penzijní společnost, a.s.

Independent Auditor‘s Report

32

KB Penzijní společnost, a.s.

Report of the Board of Directors on
the Company’s Business Activities
and State of Its Assets for 2013

Transformed Fund
of KB Penzijní společnost, a.s.

Participation and
Retirement Funds

Financial Section

33

KB Penzijní společnost, a.s.

Annual Report 2013

KB Penzijní společnost, a.s.

Balance Sheet as at 31 December 2013
Assets:
Due from banks

Note

31 December 2013
CZK thousands

1 January 2013
CZK thousands

3.1

627,637

313,951

77,261

313,951

550,376

0
35,174

of which: a) repayable on demand
b) other
Intangible fixed assets

3.2

35,132

Tangible fixed assets

3.2

3,782

5,679

Other assets

3.3

306,669

473,788

Prepaid expenses

3.4

125,399

120,800

1,098,619

949,392

Note

31 December 2013
CZK thousands

1 January 2013
CZK thousands

3.5

259,565

206,567

395

660

Total assets

Liabilities and shareholder’s equity:
Other liabilities
Accruals and deferred income
Provisions

3.6

of which: a) other
Share capital

3.7

of which: a) share capital paid up
Reserve funds and other funds from profit

3.7

a) obligatory reserve funds
b) other funds from profit
Capital funds

3.7

Retained earnings
Profit for the year
Total liabilities and shareholder’s equity
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3.7

0

252

0

252

300,000

300,000

300,000

300,000

61,479

321,524

60,000

320,078

1,479

1,446

360,078

0

62,851

120,389

54,251

0

1,098,619

949,392
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Income Statement for the Year Ended
31 December 2013
Interest and similar income

Note

2013
CZK thousands

3.8

926

3.9

305,587

of which: interest income from debt securities
Fee and commission income
Fee and commission expenses

0
3.9

(98,784)

Net profit or loss from financial operations

3.10

(13)

Other operating income

3.11

990

Other operating expenses

3.11

(4,446)

Administrative expenses

3.12

(142,875)

of which: a) staff costs

(50,912)

of which: aa) wages and salaries

(37,210)

ab) social security and health insurance

(13,702)

b) other administrative expenses

(91,963)

Depreciation of tangible and intangible fixed assets

3.2

(9,954)

Additions to and use of provisions and allowances for tangible and intangible fixed assets

3.2

305

Additions to and use of other provisions

3.6

Profit from ordinary activities before taxes
Extraordinary income

3.14

Profit from ordinary activities before taxes
Income tax
Net profit for the period

252
51,988
1,982
1,982

3.13

281
54,251
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Statement of Changes in Equity for the Year
Ended 31 December 2013
Revaluation
differences
CZK thousands

Retained
earnings and
profit/loss
under approval
CZK thousands

Total
CZK thousands

0

0

120,389

741,913

0

0

0

0

0

0

0

0

0

0

0

900

0

0

(900)

0

0

(867)

0

0

0

(867)

Dividend payment

0

0

0

0

(56,638)

(56,638)

Change in revaluation differences

0

0

0

0

0

0

Transfer and allocation to capital fund

0

(260,078)

360,078

0

0

100,000

Profit for 2013

0

0

0

0

54,251

54,251

300,000

61,479

360,078

0

117,102

838,659

Share capital
CZK thousands

Reserve funds
and other funds
from profit
CZK thousands

Capital funds
CZK thousands

300,000

321,524

Share capital increase

0

Allocation to obligatory reserve fund
and other funds

0

Allocation to funds
Other use of funds

Beginning balance as at 1 January 2013

Balance as at 31 December 2013
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Notes to the Financial Statements
1.

Background Information

1.1.

Establishment and Description of the Business

Penzijní fond Komerční banky, a.s., (hereinafter referred to as “PFKB”) was established by way of its Articles of Association as a joint-stock
company on 27 July 1994 and was incorporated upon its entry into the Commercial Register maintained by the Municipal Court in Prague on
28 November 1994. The Ministry of Finance of the Czech Republic issued a licence for the pension fund’s establishment and operations on
24 November 1994.
Penzijní fond Komerční banky, a.s., established pursuant to Act No. 42/1994 Coll., on State-Contributory Supplementary Pension Insurance,
ceased to exist as at 1 January 2013. At said date, the pension fund was transformed pursuant to Act No. 427/2011 Coll., on Supplementary
Pension Savings, and KB Penzijní společnost, a.s. (hereinafter referred to as the “Company”) and the Transformed Fund of KB Penzijní
společnost, a.s. (hereinafter referred to as the “Fund”) were established in accordance with a transformation project approved by the Czech
National Bank.
In accordance with the transformation project and Sec. 182 of Act No. 427/2011 Coll., the assets, liabilities and equity connected to
supplementary pension insurance were allocated to the Transformed Fund on the basis of the financial statements of Penzijní fond Komerční
banky, a.s., as at 31 December 2012.
The opening balance sheets of KB Penzijní společnost, a.s. and the Transformed Fund of KB Penzijní společnost, a.s. were prepared as at
1 January 2013. As from that date, the pension company records the balances and movements of assets, payables and other liabilities and
equity as well as the expenses, income and profit or loss separately from its own accounting and the accounting of the other newly established
funds in the second and third pillars and of the Transformed Fund.
Initial balances from audited opening balance sheets are used as the comparative date.
As at 31 December 2013, the Company’s share capital totalled CZK 300,000,000.
The following table shows individuals and legal entities with an equity interest greater than 20% in the Company and the amount of their equity
interest:
Shareholder

Ownership percentage

Komerční banka, a.s.

100

Total

100

Pursuant to Act No. 427/2011 Coll., on Supplementary Pension Savings, the Company’s principal activity is collecting participants’ contributions,
employers’ contributions and state contributions in order to place them into participation funds; managing the assets of the participation funds;
and paying supplementary pension savings benefits. Through the Transformed Fund, the Company also operates supplementary pension
insurance (pursuant to Act No. 42/1994 Coll., on State-Contributory Supplementary Pension Insurance) for participants in supplementary
pension insurance and recipients of benefits the obligations to which were allocated to the Transformed Fund.
The Company is obliged to ensure that the value of the assets in the Fund is at all times equal to or greater than the value of its obligations. The
Company meets its obligations arising from supplementary pension insurance using the Fund’s assets. If the assets in the Fund are not sufficient
to meet said obligations, then the Company will meet these from its other assets. If the Fund’s obligations are greater than its assets, then the
Company is obliged to transfer to the Fund sufficient assets to offset this difference at latest within 30 days after the end of the quarter in which
this circumstance was determined to exist. Said transferred assets comprise the Fund’s capital fund. The capital fund will primarily be used to
offset losses in a year or to cover outstanding loss from previous years.
The Company has also met the conditions of Act No. 426/2011 Coll., on Retirement Savings, and collects and manages the funds of
participants in savings in retirement funds and pays benefits pursuant to this act.
The Company performs its activities only in the territory of the Czech Republic.
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1.2.

Organisational Structure

In 2013, the Company had the following organisational structure:
Managing Director’s Division
– Risk and External Relations Management
Operations Division
– Finance and Accounting
– Client Service
– Investment Auditing and Reporting
– Information Technologies
Sales and Marketing Division
The Company is a part of the Komerční banka, a.s./Société Générale Financial Group.
1.3.

Board of Directors and Supervisory Board

Members of the Board of Directors and the Supervisory Board as at 31 December 2013 were as follows:
Board of Directors

Supervisory Board

2.

Function

Name

Chairman

Pavel Jirák

Deputy Chairman

Vojtěch Kubec

Member

Radek Cmíral

Chairman

Pavel Čejka

Deputy Chairman

Petr Slabý

Member

David Formánek

Member

Vladimír Jeřábek

Member

Kamil Kočí (since 14 February 2013)

Member

Jan Pokorný

Accounting Policies and General Accounting Principles

The Company’s financial statements comprise the balance sheet, income statement, statement of changes in equity and accompanying notes.
The Company’s accounting records are maintained and the financial statements were compiled in accordance with Act No. 563/1991 Coll., on
Accounting; Czech Accounting Standards for reporting entities maintaining their accounts under Decree No. 501/2002 Coll., as subsequently
amended; and relevant regulations, measures and decrees, specifically Decree No. 501/2002 Coll. of the Ministry of Finance of the Czech
Republic, implementing certain provisions of Act No. 563/1991 Coll., on Accounting, as subsequently amended.
The accounting records are maintained in accordance with general accounting principles, in particular the historical cost valuation basis, the
accruals principle, the prudence concept and the going concern assumption.
Compilation of the financial statements requires the management of the Company to make estimates and assumptions which affect the reported
amounts of assets and liabilities and of contingent assets and liabilities as at the date of compiling the financial statements and of expenses and
income during the financial reporting period. These estimates are based on the information available as at the date of compiling the financial
statements and actual results could differ from those estimates.
The amounts included in the financial statements are rounded to the nearest thousand Czech crowns (CZK thousand) unless stated otherwise.
2.1.

Transaction Recognition Date

The accounting event date shall mean, in particular, the date of payment or acceptance of cash in circulation; the date of purchase or sale of
foreign exchange or foreign currency; the date of payment; the date on which the ownership or rights to another party’s assets were acquired
or disposed of; the date on which an account receivable or payable arose, was changed or terminated; the date on which assets moved within
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the accounting unit; and the date on which other facts that are the subject of accounting occurred or on which the necessary documentation
supporting those facts became available or which resulted from internal conditions of the accounting unit or from special regulations.
A “regular way” purchase or sale of a financial asset (which requires the delivery of the asset within a regular time frame) is a transaction carried
out within the time frame generally established by regulation or convention in the market place concerned.
All securities held by the Company are recognised using settlement date accounting, provided that the period between the contract date and the
fulfilment of the commitment or claim arising from this contract is not longer than the period typical for the relevant type of transaction.
2.2.

Tangible and Intangible Fixed Assets

Tangible and intangible fixed assets are understood to be assets with individual acquisition costs greater than CZK 40,000 and CZK 60,000,
respectively, and estimated useful lives greater than one year. Purchased tangible and intangible fixed assets are valued at acquisition cost.
Assets costing less than CZK 40,000 and CZK 60,000 are not treated as tangible and intangible assets, respectively, and the Company records
them under expenses in the lines “Consumed purchases” and “Services”, respectively. Expenses for repairs and maintenance of tangible assets
are recorded directly into expenses.
If technical improvement of an individual tangible fixed asset in a reporting period exceeds CZK 40,000, the technical improvement increases
the acquisition cost of said asset and is depreciated. Completed technical improvement of intangible assets which exceeds CZK 40,000 in
a reporting period for an individual asset increases the acquisition cost of said asset and is amortised.
If the carrying value of an asset exceeds its estimated recoverable amount, the carrying value is decreased by an allowance in the event of
a temporary impairment or is written off to the income statement in the event of a permanent impairment.
Depreciation of Fixed Assets
Depreciation for Accounting Purposes
Fixed assets are depreciated or amortised on a straight-line basis over the useful lives indicated below.
Assets category
Machinery and equipment, cabinets for computer equipment
Vehicles

Useful life (years)
4
5–7

Air-conditioning units

12

Safes and fire-resistant cabinets

15

Furniture and fixtures
Software

6
4–10

These assets begin to be depreciated or amortised from the month in which each is put into use.
2.3.

Securities and Financial Derivatives

The Company holds no securities and has not concluded any financial derivatives contracts.
2.4.

Receivables and Allowances

Receivables are stated at the carrying value net of allowances. Allowances are created based upon inventory taking if it is demonstrated that the
carrying valuation of assets is higher than the actual balance. The Company recognises allowances in the expenses line for receivables past due.
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2.5.

Pension Policy Costs

A brokerage commission is an expense incurred in order to acquire new customers. The commissions are calculated based on participants’
contributions actually paid. Commission expenses are monitored for all concluded contracts and are accrued as prepaid expenses over a period
corresponding to the average participant’s supplementary pension insurance term. The expense recognition reflects the matching and accrual
principles in respect of expenses and revenues pertaining to specific contracts.
In connection with pension system reform and the resulting closure of the supplementary pension insurance system in its existing form, in 2011
the Company had established an estimate for the recoverable amount of accrued commissions for new participants of 2 years, at latest by
31 December 2012. On the basis of developments in 2012, and especially as a result of hectic conclusion of contracts in the last three months
of the year resulting from the motivation to retain guaranteed returns on funds, the estimate of the average duration for which this segment of
clients would remain and the accrual period relating to commissions were both changed to 2 years. Considering developments in 2013, and
especially the outflow of participants which was smaller than expected, the estimate of the accrual period relating to expenses was increased to
4 years.
For newly concluded contracts and in the case of increased contributions to the participation and retirement funds, newly estimated average
duration periods of 8 and 10 years, respectively, are being applied.
2.6.

Other Provisions

Provisions are recognised when the Company has a present legal or non-contractual obligation as a result of past events, it is probable that an
outflow of resources will be required to settle the obligation, and a reliable estimate of the amount of the obligation can be made.
2.7.

Foreign Currency Translation

Transactions in foreign currencies during the year are translated using the daily exchange rates as announced by the Czech National Bank
(hereinafter referred to as the “CNB”) valid as at the transaction date. Assets and liabilities denominated in foreign currencies are translated into
CZK using the foreign exchange rate declared by the CNB as at the balance sheet date.
Foreign exchange rate differences arising from the revaluation of assets and liabilities denominated in foreign currencies are recorded in the line
“Profit or loss from financial operations”.
2.8.

Taxation

Income Tax
Income tax expense is calculated in accordance with the provisions of the relevant law of the Czech Republic based on the statutory tax rate
and the profit reported in the income statement prepared pursuant to Czech Accounting Standards, increased or decreased by permanent and
temporary non-deductible expenses and non-taxable income. The income tax rate is 19%.
Deferred Tax
Deferred income tax is determined using the balance sheet liability method for all temporary differences arising between the tax bases for assets
and liabilities and their carrying values. Deferred income tax is calculated using the tax rates valid for the following period.
The principal temporary differences arise from depreciation of tangible fixed assets, securities revaluation and tax losses carried forward.
A deferred tax asset is recognised to the extent that it is probable that future taxable income will be available against which the asset can be
utilised.
Deferred tax arising from the revaluation of available-for-sale securities at fair value recognised directly in equity is also reported in equity.
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Additional Information on the Balance Sheet and Income Statement

3.1.

Due from Banks

(in CZK thousands)
Current accounts
Deposits repayable on demand

Financial Section

31 Dec 2013

1 Jan 2013

77,261

313,951

0

0

Other term deposits

550,376

0

Total

627,637

313,951

As at the end of 2013, the Company had concluded term deposits totalling CZK 550 million with various maturities of 3, 6 and 9 years.
3.2.

Fixed Assets

Intangible Fixed Assets
Acquisition cost
(in CZK thousands)

Balance as at
1 Jan 2013

Additions

Disposals

Balance as at
31 Dec 2013

76,447

31,130

(4,909)

102,668

192

0

0

192

Software
Low-value intangible fixed assets

23,834

8,647

(31,130)

1,351

100,473

39,777

(36,039)

104,211

Balance as at
Jan 2013

Additions

Disposals

Balance as at
31 Dec 2013

(65,107)

(8,689)

4,909

(68,887)

(192)

0

0

(192)

(65,299)

(8,689

4,909

(69,079)

Balance as at
1 Jan 2013

Balance as at
31 Dec 2013

11,340

33,781

Acquisition of intangible fixed assets
Total

Accumulated amortisation
(in CZK thousands)
Software
Low-value intangible fixed assets
Total

Carrying value
(in CZK thousands)
Software

0

0

Acquisition of intangible fixed assets

23,834

1,351

Total

35,174

35,132

Low-value intangible fixed assets

Depreciation of intangible fixed assets charged to income
(in CZK thousands)

2012

2013

Amortisation of intangible fixed assets

6,584

8,302

The growth in intangible fixed assets related to updates to the main systems in 2012 connected to preparations for pension reform and its
initiation on 1 January 2013.
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Tangible Fixed Assets
Acquisition cost
(in CZK thousands)
Land

Balance as at
1 Jan 2013

Additions

Disposals

Balance as at
31 Dec 2013

0

0

0

0

0

0

0

0

Individual movable assets

20,682

340

(11,859)

9,163

– Machinery and equipment – first depreciation group

10,485

0

(9,318)

1,167

9,340

340

(1,837)

7,843

42

0

0

42
111

Buildings, halls and structures

– Vehicles – second depreciation group
– Furniture and fixtures – second depreciation group
– Other equipment – third depreciation group

815

0

(704)

Other tangible fixed assets (low-value tangible fixed assets)

0

0

0

0

Investments under construction

0

340

(340)

0

Advances made for asset acquisition
Total

0

0

0

0

20,682

680

(12,199)

9,163

Balance as at 1 Jan
2013

Additions

Disposals

Balance as at 31
Dec 2013

Accumulated depreciation and allowances
(in CZK thousands)

0

0

0

0

Individual movable assets

(15,004)

(2,541)

12,164

(5,381)

– Machinery and equipment – first depreciation group

(10,256)

(171)

9318

(1,109)

(3,983)

(2,024)

1,837

(4,170)

(42)

0

0

(42)

(723)

(346)

1,009

(60)

0

0

0

0

(15,004)

(2,541)

12,164

(5,381)

Balance as at 1 Jan
2013

Balance as at 31
Dec 2013

Land

0

0

Buildings, halls and structures

0

0

5,678

3,782

230

58

5,357

3,673

Buildings, halls and structures

– Vehicles – second depreciation group
– Furniture and fixtures – second depreciation group
– Other equipment – third depreciation group
Other tangible fixed assets (low-value tangible fixed assets)
Total

Carrying value
(in CZK thousands)

Individual movable assets
– Machinery and equipment – first depreciation group
– Vehicles – second depreciation group

0

0

91

51

Other tangible fixed assets (low-value tangible fixed assets)

0

0

Investments under construction

0

0

– Furniture and fixtures – second depreciation group
– Other equipment – third depreciation group

Advances made for asset acquisition
Total

0

0

5,678

3,782

As at 31 December 2013, the Company did not own any non-operating assets. The overall decrease in fixed tangible assets was caused mainly
by sale of several of the Company’s cars.
Depreciation of tangible fixed assets charged to income
(in CZK thousands)

2012

2013

Depreciation of tangible fixed assets

2,565

1,652

The Company did not purchase or sell any tangible or intangible assets with subsequent purchase.
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In the reporting period, the Company had no fixed assets either under finance leases or encumbered by pledge.
Since mid-2013, the Company has leased 40 computers from its parent company Komerční banka, a.s. This is an operating lease of low-value
tangible assets.
No allowances were established against intangible fixed assets during 2013. In 2012, an allowance of CZK 305,000 was created against
tangible fixed assets (a set of air-conditioning units placed at its leased building on Lucemburská Street) because the carrying value of the asset
exceeded its recoverable amount. In 2013, the air conditioning units were sold and the allowance released.
3.3.

Other Assets

Other assets include the following:
(in CZK thousands)

31 Dec 2013

1 Jan 2013

3,882

473,760

Tax assets

0

29

Receivables from securities trading

0

0

Other cash

0

0

Trade receivables and receivables from employees

Estimated receivables

302,787

0

Balance as at 31 Dec

306,669

473,789

As at 1 January 2013, the line “Trade receivables” included an account receivable from the Transformed Fund of KB Penzijní společnost, a.s. in
the amount of CZK 472 million. This liability had been created during the transformation when more assets than liabilities were allocated to the
Fund. This liability was paid from the Fund’s current account to the Company’s current account after the initial balances had been verified by an
auditor.
The Company had no receivables either subject to a lien or otherwise encumbered in the reporting period.
The balance of estimated receivables consists of estimated items from fees for managing the Transformed Fund and for appreciation of funds in
the Transformed Fund (see note 3.9).
3.4.

Prepayments and Accrued Income

As at 31 December 2013, prepayments and accrued income totalled CZK 125,399,000. As at 1 January 2013, these came to CZK 120,800,000.
Prepayments arising from acquisition commissions in the amounts of CZK 123,419,000 as at 31 December 2013 and CZK 119,278,000 as at
1 January 2013 constituted the most significant item. The Company continued with the increased amortisation of commission expenses with
respect to estimates of their recoverability (see note 2.5).
3.5.

Other Liabilities

Other liabilities include the following:
(in CZK thousands)
Trade payables
Amounts due to employees
Tax payables, payables from social insurance
Estimated payables
Pension insurance participants’ funds
Total

31 Dec 2013

1 Jan 2013

204,776

33,483

2,306

3,827

2,900

5,307

47,373

163,950

2,210

0

259,565

206,567

The line “Trade payables” includes an advance received from the Transformed Fund related to management fees for the period of January
to November 2013 in the amount of CZK 198 million. As at 1 January 2013, the largest proportion of the balance was the unpaid brokerage
commission to Komerční banka, a.s., amounting to CZK 16.8 million, which was paid in January 2013.
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The line “Amounts due to employees” contains unpaid wages for December 2013. The total amount of wages decreased during 2013 as a result
of a decrease in the number of employees. The difference between the years is also a result of extraordinary remuneration to employees in
December 2012.
Tax payables principally comprise deferred tax in the amount of CZK 1,140,000 (as at 1 January 2013: CZK 1,421,000) (see note 3.13 for more
detail) and related to an income tax advance for employees in the amount of CZK 473,000 (as at 1 January 2013: CZK 674,000). As at 1 January
2013, the balance also comprised a VAT payable of CZK 1,543,000 (at the end of 2013: CZK 208,000). Payables from social security and health
insurance tied to wages amount to CZK 967,000 (as at 1 January 2013: CZK 956,000). The increase in this item despite the decline in total
wages is a result of drawing off 2% more for social insurance in connection with pension reform for those of the Company’s employees having
contracts for retirement savings.
As at 1 January 2013, the line “Estimated payables” consisted mainly of an estimated item for commission expenses which was intended
to comprise claims for commission fees amounting to CZK 141,049,000 in 2013, of which the amount of CZK 51,286,000 would be due to
Komerční banka, a.s., the amount of CZK 21,317,000 to Modrá pyramida stavební spořitelna, a.s., and the amount of CZK 68,446,000 to other
brokers. In 2013, the estimated items created in 2012 were offset by actual payment or were cancelled, unless a claim for commission fees
occurred. As at the end of 2013, estimated items for commission expenses amounted to CZK 6,590,000, of which CZK 5,893,000 was due to
Komerční banka, a.s. The decrease is a result of overall decrease in commission expenses and the number of concluded contracts. In addition,
estimated items for undrawn vacation and employee remuneration amounted to CZK 8,100,000 as at the end of 2013 (as at 1 January 2013:
CZK 10,637,000). A significant proportion of the created estimated items consists of the estimated item in the amount of CZK 18,683,000 for
management fees for the Transformed Fund of KB Penzijní společnost, a.s. due to Investiční kapitálová společnost KB, a.s.
The line “Pension insurance participants’ funds” amounting to CZK 2.2 million includes funds related to retirement and supplementary pension
savings held by the Company in current accounts especially established for the purpose of later distribution to participants, individual funds, the
insurance company and the state budget.
The Company had no payables either subject to a lien or otherwise encumbered in 2013. In the reporting period, the Company did not receive
any loans or issue any bonds.
3.6.

Provisions

(in CZK thousands)

Balance as at
1 Jan 2013

Additions

Use/Release

Balance as at
31 Dec 2013

Other provisions
– Provision – other

252

0

252

0

Total

252

0

252

0

In 2012, a provision of CZK 252,000 was created for severance payments to employees who were to discontinue their employment in 2013
owing to the Company‘s restructuring plan developed in 2012. Within the transformation, this provision was allocated to the Company. After the
payment of severances in 2013, the provision was released. No new provisions were created in 2013.
3.7.

Shareholder’s Equity

In 2013, the Company’s shareholder’s equity consists of share capital, the statutory reserve fund and other funds from profit, capital funds,
retained earnings from prior periods, and the current year’s profit. Movements in shareholder’s equity are shown in the statement of changes in
equity.
As part of the transformation, 15% of the total profit of PFKB (i.e. CZK 86,307,000) had been allocated into the Company’s shareholder’s equity
as profit for 2012. Based on the decision of the sole shareholder, said profit was distributed so that the social fund was allocated the amount of
CZK 900,000, the parent company received a dividend in the amount of CZK 56,638,000 and the remaining amount of CZK 28,769,000 was
kept as retained earnings. As at 31 December 2013, the balance of retained earnings after allocation is CZK 62,851,000.
As part of the transformation, the balance of the obligatory reserve fund in the amount of CZK 320,078,000 was transferred to the Company.
Pursuant to the transformation project approved by CNB, the Company’s Board of Directors approved the retention of the reserve fund in the
statutory amount of CZK 60,000,000 (i.e. 20% of the Company’s share capital), and the remaining amount of CZK 260,078,000 was transferred
to the newly created capital fund, which will be used especially to cover regulatory capital requirements. This fund is included in the line “Capital
funds”.

44

KB Penzijní společnost, a.s.

Report of the Board of Directors on
the Company’s Business Activities
and State of Its Assets for 2013

Transformed Fund
of KB Penzijní společnost, a.s.

Participation and
Retirement Funds

Financial Section

In September 2013, based on the decision of the sole shareholder, an addition to other capital funds was approved in the amount of
CZK 100,000. The Company records this payment in the line “Capital funds”.
The line “Other funds from profit” comprises primarily the social fund amounting to CZK 1,060,000 as at 31 December 2013 (CZK 899,000 as at
1 January 2013).
As at 31 December 2013, the Company’s shareholder’s equity amounts to CZK 838,659,000, and as at 1 January 2013 it amounted to
CZK 741,913,000.
Share capital structure as at 31 December 2013
(in CZK thousands)
Category of shares

Number of shares

Nominal value

Total nominal value of the issue

Bearer

3,000

100

300,000

Total

3,000

100

300,000

Equity interest of individuals and legal entities
Company Name
Komerční banka, a.s.

Registered office

Ownership percentage

Na Příkopě 33, Prague 1

100

Total

100

The shares are not freely tradable, as the General Meeting must approve any transfer to a third party.
3.8.

Interest Income and Expense

(in CZK thousands)

2013

On current accounts

549

On term deposits

377

Total interest income

926

In 2013, the Company incurred interest income from balances on current accounts and term deposits it had concluded at the end of the year
(see note 3.1).
3.9.

Net Fee and Commission Expense

(in CZK thousands)
Fee and commission expenses
of which: portfolio administration expenses
Income from payments from the Transformed Fund
of which: management fee (0.6% of annual average of total assets)
of which: performance fee (15% of profit)
Income from fees paid by participants in case of lump-sum settlement and transfers
Net fee expenses

2013
98,784
40,940
302,688
217,243
85,445
2,899
(206,803)

The line “Income from payments from the Transformed Fund” in the amount of CZK 302,688,000 comprises primarily payments to the Company
defined by Act No. 427/2011 Coll., on Supplementary Pension Savings, since 1 January 2013. The payments relate only to the Transformed
Fund of KB Penzijní společnost, a.s. In 2013, the Company did not claim management or performance fees for the retirement and participation
funds.
The line “Income from fees paid by participants in case of lump-sum settlement and transfers” declined by more than a half, which was caused
by a decrease in the total number of lump-sum settlements made (2013: 9,440; 2012: 14,808) and the low number of transfers from the
Transformed Fund in 2013 (2013: 87, 2012: 12,093).
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3.10.

Net Profit or Loss from Financial Operations

The line “Net profit or loss from financial operations” comprises exchange rate differences related to the Company’s current operations
(e.g. payment of invoices in foreign currencies).
3.11.

Operating Income and Expenses

Other Operating Income
(in CZK thousands)

2013

Income from the transfer/sale of assets

554

Other income including pre-invoicing

436

Total other operating income

990

The line “Income from the transfer/sale of assets” comprises the sale of movable assets.
Other Operating Expenses
(in CZK thousands)

2013

Expenses from the transfer/sale of assets

1,277

Damage, fines and penalties

1,816

Other

1,353

Total other operating expenses

4,446

The line “Expenses from the transfer/sale of assets” comprises in particular the carrying value upon sale of movable assets. The line “Damage,
fines and penalties” includes a fine from the Office for Personal Data Protection in the amount of CZK 1,800,000 for unauthorised access to
certain information from the Company’s contacts database caused by an error in the information system. The line “Other operating expenses”
represents expenses for a one-off financial subsidy to retirement funds (second pillar) and participation funds (third pillar) provided by the
Company in December 2013.
3.12.

Administrative Expenses

Employee Expenses and Number of Employees
The average number of the Company’s employees and members of its management and employee expenses for 2013 are as follow:
2013

(in CZK thousands)
Employees
Management (Board of Directors)

Number

Wage expenses

Social security and
health insurance
contributions

50

29,338

9,750

1,917

41,005

3

7,436

1,657

298

9,391

406

77

0

483

30

3

0

33

37,210

11,487

2,215

50,912

Outsourcing agreements
Supervisory Board
Total

6

The number of employees shown is the calculated average number of employees.
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Other Administrative Expenses
(in CZK thousands)

2013

Trading expenses (net of acquisition activity commissions)

51,545

Consumed purchases

1,368

Software and hardware services

9,698

Audit, advisory, translations, annual report

3,122

Telephone, postage charges, personal account statements

11,365

Other

14,655

Taxes and fees

210

Total other administrative expenses

91,963

The line “Other” principally includes other services from external suppliers. The highest proportion consists in rent for office space totalling
CZK 4,043,000. As at 31 December 2013, expenses for external auditing amounted to CZK 1,971,000 including VAT. The increase in expenses
for external auditing is caused by the performance of an audit of the initial balance sheets of the Company and the Transformed Fund within the
transformation process and the performance of an audit of the four new retirement and four new participation funds.
3.13.

Income Tax

The following table shows adjustments to the net profit or loss before taxes for determining the tax base:
(in CZK thousands)

2013

Profit before tax

53,970

Additions

13,493
8,891

Subtractions
Tax base after adjustments

58,572

Tax losses from previous years, deducted in the given tax year

58,572

Tax payable using 19% rate

0

Tax allowances

0

Adjusted tax liability

0

Adjustment of tax payable from previous years

0

Total tax liability

0

During the legal transformation of the Pension Fund and subsequent distribution of net assets on 1 January 2013, the Company was allocated
deferred tax related to differences between the amortised and tax costs of tangible and intangible assets including allowances, an unused tax
loss, and estimated items for remunerations and bonuses. The tax rate applicable to the Company for the next tax period is 19%.
31 Dec 2013
19%

1 Jan 2013
19%

Deferred tax asset

315,409

416,605

Unused tax loss

315,029

416,199

(in CZK thousands)

0

48

380

358

Deferred tax liability

(1,140)

(1,421)

Differences in amortised costs of tangible and intangible fixed assets

(1,140)

(1,421)

314,269

415,184

Allowances against receivables and provisions
Estimated balance for fees and bonuses

Total deferred tax

The total deferred tax asset was not recorded as at 1 January and 31 December 2013. The Company had a tax profit in its first year and it is not
certain that the Company will generate a sufficiently large tax base in 2014 against which it would be possible to utilise this deferred tax asset. In
accordance with the prudence concept, in 2013 the Company decided to record only a deferred tax liability of CZK 1,140,000 (CZK 1,421,000 as
at 1 January 2013). The movement in deferred tax during the year was caused by change in differences between the amortised and tax costs of
tangible and intangible assets.
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3.14.

Extraordinary Income

The line “Extraordinary income” includes income from an account receivable previously written off from DESTA-NOVA, a.s., Company ID
No.: 25049143, having its registered office at Ústecká 940/20, 405 02 Děčín, which is in bankruptcy. The receivable was remitted to the
Company’s account during 2013 in the amount of CZK 1,982,000.

4.

Risk Management Framework

4.1.

Operational Risk

The Company uses the same method of operational risk assessment as does its parent company Komerční banka, a.s. It closely co-operates
with the parent company’s Operational Risk Management unit, which is continually involved in developing instruments for operational risk
management (e.g. loss recording, scenario analyses, key risk indicator settings, and risk control self-assessment), including first level monitoring
system settings. The information collected is regularly analysed and provided to the management of the Company. Based on this information,
the management may decide on further strategic steps within the framework of operational risk management.
4.2.

Legal Risk

The Company regularly monitors and evaluates legal disputes filed against it. In order to cover all contingent liabilities arising from legal disputes,
the Company establishes a provision equal to the claimed amount in respect of all litigation where it is named as a defendant and where the
likelihood of payment has been estimated to exceed 50%. The Company also manages its legal risk through an assessment of legal risks
involved in the contracts to which the Company is a party.
4.3.

Liquidity and Interest Rate Risk

The Company holds a portfolio of term deposits allocated to maturities of 3, 6 and 9 years totalling CZK 550 million. Interest and liquidity risk is
managed by investing primarily into term deposits with fixed coupons and uniformly distributed payments.
4.4.

Foreign Currency Risk

The Company holds no assets denominated in foreign currencies.

5.

Arrangements with Related Parties

Assets and Liabilities 2013
(in CZK thousands)
Assets:
Komerční banka, a.s.

62,962 Acquisition activity commissions, prepaid expenses balance
550,377 Principal and interest on term deposit
50,087 Current account balance
1,672 Advances and other commission receivables

Modrá pyramida stavební spořitelna, a.s.
Transformed Fund KB Penzijní společnosti, a.s.

13,709 Acquisition activity commissions, prepaid expenses balance
302,688 Estimated receivables for management and performance fees for the
Transformed Fund
2,146 Receivables from the Transformed Fund for selected fees according to the
price list deducted in paying benefits from the Transformed Fund
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Liabilities:
Komerční banka, a.s.

395 Deferred income for data sharing services
13,134 Invoices payable, estimated claims for KB services
5,893 Estimated commission claims

Modrá pyramida stavební spořitelna, a.s

260 Estimated commission claims
1,200 Invoices payable for KB PS promotional campaign

Transformed Fund KB Penzijní společnosti, a.s.

197,661 Advance recieved on management fees for the
ransformed Fund
1,241 Payables to the Transformed Fund of KB PS for
bank fees in relation to paying out benefits

Expenses and income 2013
(in CZK thousands)
Expenses:
Komerční banka, a.s.

400 Banking fees
16,924 Commission agency agreement
36,219 Use of trademark, promotional campaign
4,697 IT services
1,015 Internal audit services
6,196 Rent and services related to Stodůlky location
7,851 Other services

Modrá pyramida stavební spořitelna, a.s.

9,552 Commission agency agreement
1,200 KB PS promotional campaign

Income:
Komerční banka, a.s.

264 Income from subsidiary company data sharing
services
470 Interest from term deposits and current account

Transformed Fund KB Penzijní společnosti, a.s.

302,688 Management and performance fees for the
Transformed Fund
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6.

Off-Balance Sheet Items, Assets under Management and Contingent Liabilities

The Company has no contingent liabilities. The Company is not involved in any legal dispute.
KB Penzijní společnost manages the assets of four retirement funds, four participation funds and the Transformed Fund. The total assets are
broken out individually in the following table.
Total assets as at 31 Dec
2013 in CZK thousands

Fund
Transformed Fund of KB Penzijní společnost, a.s.
KB Government Bond Retirement Fund of KB Penzijní společnost, a.s.

38,427,121
946

KB Conservative Retirement Fund of KB Penzijní společnost, a.s.

18,356

KB Balanced Retirement Fund of KB Penzijní společnost, a.s.

17,651

KB Dynamic Retirement Fund of KB Penzijní společnost, a.s.
KB Mandatory Conservative Participation Fund of KB Penzijní společnost, a.s.
KB Guaranteed Participation Fund of KB Penzijní společnost, a.s.
KB Balanced Participation Fund of KB Penzijní společnost, a.s.
KB Dynamic Participation Fund of KB Penzijní společnost, a.s.
Total

7.

28,467
137,561
5,533
15,459
15,595
38,666,689

Additional Information on Participation and Retirement Funds

Participation Funds – number of participants, benefits
As at 31 Dec 2013
Number of participants (individuals):

19,890

Number of benefits paid this year including transfers:
– one-off settlements:
– lump-sum settlements:
– pensions (number of pension beneficiaries to date):
– early retirement
– transfers to other funds:
Amount of benefits paid inclusive of transfers in CZK thousands:

2
14
4
59
13
3,323

– one-off settlements:

132

– lump-sum settlements:

115

– pensions:
– early retirement
– transfers to other pension funds (outside of KB PS):
Fund custodian:

184
2,115
777
Česká spořitelna, a.s.

Retirement Funds – number of participants, benefits
As at 31 Dec 2013
Number of participants (individuals):
Fund custodian:

No benefits were paid from retirement funds in 2013.
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Participation Funds – returns
Fund

in % (p.a.)

KB Mandatory Conservative Participation Fund of KB Penzijní společnost, a.s.

0.36

KB Guaranteed Participation Fund of KB Penzijní společnost, a.s.

1.04

KB Balanced Participation Fund of KB Penzijní společnost, a.s.

1.07

KB Dynamic Participation Fund of KB Penzijní společnost, a.s.

2.15

Retirement Funds – returns
Fund

in % (p.a.)

KB Government Bond Retirement Fund of KB Penzijní společnost, a.s.

0.83

KB Conservative Retirement Fund of KB Penzijní společnost, a.s.

0.88

KB Balanced Retirement Fund of KB Penzijní společnost, a.s.

1.56

KB Dynamic Retirement Fund of KB Penzijní společnost, a.s.

2.23

8.

Post-Balance Sheet Events

After the balance sheet date, a change in the management of KB Penzijní společnost, a.s. was announced. Current Managing Director and
Chairman of the Board of Directors Pavel Jirák is leaving the Company as from 1 April 2014 and will be replaced by Pavel Racocha. Operations
Division Director and Member of the Board of Directors Radek Cmíral is also leaving and will be replaced by Petr Strnad. The changes were
approved by the Czech National Bank.
These financial statements have been approved for submission to the General Meeting by the Board of Directors of the Company.
Complication date Signature of the statutory representative
5 March 2014

Pavel Jirák

Vojtěch Kubec
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Report on Relations among Related Entities
for the Year Ended 31 December 2013
(hereinafter referred to as the “Report on Relations”)
KB Penzijní společnost, a.s., having its registered office at náměstí Junkových 2772/1, Prague 5, Company ID No. 61860018, entered in the
Commercial Register maintained by the Municipal Court in Prague, Section B, file 2865 (hereinafter referred to as the “Company”), is part of
a business group (holding company) in which the following relationships exist between the Company and its controlling entity and further
between the Company and other entities controlled by the same controlling entity (hereinafter referred to as “related entities”).
The Report on Relations between the entities presented below was prepared in accordance with the provisions of Sec. 66a (9) of Act No.
513/1991 Coll., as amended (the Commercial Code), for the year ended 31 December 2013, that is, from 1 January 2013 to 31 December 2013
(hereinafter referred to as the “reporting period”).

I.

Introduction

In the period from 1 January 2013 to 31 December 2013, the Company was a member of the Société Générale S.A. Group, having its registered
office at 29 Boulevard Haussmann, 75009 Paris, France, registration number in the French Register of Companies: R.C.S. Paris B552120222
(1955 B 12022) (hereinafter referred to as “SG” or “SG Paris”).
During the 2013 reporting period, the Company had relationships with the following related entities1):
Company

Registered office

Komerční banka, a.s.

Na Příkopě 33, 114 07 Prague 1

Komerční pojišťovna, a.s.

Karolinská 1/650, 186 00 Prague 8

100%

Essox, s.r.o.

Senovážné náměstí 231/7, 370 21 České
Budějovice

100%

Modrá pyramida stavební spořitelna, a.s.

Bělehradská 128/222, 120 21 Prague 2

100%

ALD Automotive, s.r.o.

U Stavoservisu 527/1, 100 40 Prague 10

100%

SG Equipment Finance Czech Republic, s.r.o.

Antala Staška 2027/79, 140 00 Prague 4

100%

Société Générale S.A.

29 Boulevard Haussmann, 75009 Paris, France

1)
2)

Companies either directly or indirectly controlled by SG Paris.
Information valid as at 31 December 2013
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II.

Arrangements with Related Entities

A.

Contracts and Agreements with the Controlling Entity and Other Related Entities

I.

Contracts and agreements entered into during the reporting period

Participation and
Retirement Funds

Financial Section

Type of agreement (or subject matter of agreement,
if not clear from the name)

Other party to the
agreement

Performance or
consideration by the
Company

Performance or
consideration by the
other party

Damage
incurred by
the Company

Agreement on outsourcing of HR services (excluding payroll)

Komerční banka, a.s.

monetary payment

providing services

none

Agreement to terminate contract on using a safe deposit box from
11 November 2003

Komerční banka, a.s.

termination of agreement

termination of agreement

none

Framework contract on concluding term deposits with individual
interest rates

Komerční banka, a.s.

monetary payment

providing services

none

Framework contract on trading on the financial market

Komerční banka, a.s.

monetary payment

intermediating transactions

none

Agreement on outsourcing of services: operational risks

Komerční banka, a.s.

monetary payment

providing services

none

Contract on providing services (postal services)

Komerční banka, a.s.

monetary payment

providing services

none

2x Contract on establishing and maintaining a current account

Komerční banka, a.s.

monetary payment

providing services

none

Contract on providing services for technical support solutions –
fileshare service (Contract No. 6 under the framework contract)

Komerční banka, a.s.

monetary payment

providing services

none

Contract on providing services for technical support solutions
– smartphone service (Contract No. 7 under the framework
contract)

Komerční banka, a.s.

monetary payment

providing services

none

Contract on providing services for technical support solutions –
EUW service (Contract No. 8 under the framework contract)

Komerční banka, a.s.

monetary payment

providing services

none

Contract on providing services for technical support solutions
– service desk service (Contract No. 9 under the framework
contract)

Komerční banka, a.s.

monetary payment

providing services

none

Contract on providing services for technical support solutions –
e-mail service (Contract No. 10 under the framework contract)

Komerční banka, a.s.

monetary payment

providing services

none

Nondisclosure agreement

Komerční banka, a.s.

provision of information

handling confidential
information

none

Amendment No. 1 to Distribution Agreement for Products
“Retirement Savings – Second Pillar” and “State-Contributory
Supplementary Pension Savings – Third Pillar”

Komerční banka, a.s.

monetary payment

use of KB, a.s. distribution network

none

Amendment No. 1 to the Contract on providing services
(outsourcing)

Komerční banka, a.s.

monetary payment

providing services

none

Contract on providing a mandate for a place of payment

Komerční banka, a.s.

fees

providing services

none

Contract on processing of personal data (falling under the
Contract on providing a mandate for a place of payment)

Komerční banka, a.s.

provision of data

processing personal
data

none

3x Contract on establishing and maintaining a term deposit

Komerční banka, a.s.

monetary payment

interest

none

Amendment No. 1 to the Agreement on KB Call Centre Services

Komerční banka, a.s.

monetary payment

providing services

none

Contract on providing services (outsourcing BI services)

Komerční banka, a.s.

monetary payment

providing services

none

Contract on providing services (compliance)

Komerční banka, a.s.

monetary payment

providing services

none

7x Hedging contract

Komerční banka, a.s.

monetary payment

hedging transaction

none

1x Confirmation of interest at CCS

Komerční banka, a.s.

monetary payment

hedging transaction

none

6x Reverse repo operations

Komerční banka, a.s.

monetary payment

accrued interest

none

Contract on sales representation (agency agreement)

Modrá pyramida stavební spořitelna, a.s.

commission

providing services

none

Amendment No. 1 to the Contract on sales representation

Modrá pyramida stavební spořitelna, a.s.

commission

providing services

none

Contract on advertising

Modrá pyramida stavební spořitelna, a.s.

monetary payment

providing services

none
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Type of agreement (or subject matter of agreement,
if not clear from the name)

Other party to the
agreement

Performance or
consideration by the
Company

Performance or
consideration by the
other party

Damage
incurred by
the Company

Contract on providing advantageous conditions for employees of
KB PS, a.s. – buildings savings participants at MPSS, a.s.

Modrá pyramida stavební spořitelna, a.s.

providing advantageous conditions

providing advantageous conditions

none

Contract on processing of personal data

Komerční pojišťovna,
a.s.

providing personal
data

processing personal
data

none

14x Contract on arranging services (Contracts No. 150059098 –
150059111), including General contractual terms and conditions
for fleet management

ALD Automotive s.r.o.

monetary payment

providing services

none

General contractual terms and conditions for all-inclusive fleet
management

ALD Automotive s.r.o.

monetary payment

providing services

none

Amendment No. 1 to the General contractual terms and conditions for all-inclusive fleet management

ALD Automotive s.r.o.

monetary payment

providing services

none

II.

Consideration received and performance provided during the reporting period under agreements entered into in prior reporting
periods

Type of agreement (or subject matter of agreement, if not
clear from the name)

Other party to the
agreement

Performance or
consideration by the
Company

Performance or
consideration by the
other party

Damage
incurred by
the Company

Licencing contract

Komerční banka, a.s.

monetary payment

provision of rights

none

Contract on providing a mandate for a place of payment

Komerční banka, a.s.

fees

provision of services

none

Amendment No. 1 to the Contract on providing a mandate for
a place of payment

Komerční banka, a.s.

fees

provision of services

none

2x Contract on using a safe deposit box of KB, a.s.

Komerční banka, a.s.

fees

providing a safe deposit box

none

Framework contract on processing of personal data

Komerční banka, a.s.

providing personal
data

processing personal
data

none

Contract on providing services (sharing data from subsidiary
companies)

Komerční banka, a.s.

monetary payment

providing data

none

Amendment No. 1 to the Contract on providing services (sharing
data from subsidiary companies)

Komerční banka, a.s.

monetary payment

providing data

none

Amendment No. 2 to the Contract on providing devices (sharing
data from subsidiary companies)

Komerční banka, a.s.

monetary payment

providing data

none

Framework treasury contract

Komerční banka, a.s.

monetary payment

intermediating transactions

none

Distribution Agreement

Komerční banka, a.s.

monetary payment

use of KB, a.s. distribution network

none

Amendment No. 1 to the Distribution Agreement

Komerční banka, a.s.

monetary payment

use of KB, a.s. distribution network

none

Co-operation agreement

Komerční banka, a.s.

monetary payment

providing services

none

Amendment No. 1 to the Co-operation agreement

Komerční banka, a.s.

providing data

providing services

none

Co-operation agreement within the Group pursuant to Sec. 5a of
Act No. 235/2004 Coll., on VAT

Komerční banka, a.s.

monetary payment

providing services

none

Amendment No. 1 to the Co-operation agreement within the
Group pursuant to Sec. 5a of Act No. 235/2004 Coll., on VAT

Komerční banka, a.s.

monetary payment

providing services

none

Framework insurance contract

Komerční banka, a.s.

monetary payment

providing services

none

Framework contract on concluding term deposits with individual
interest rates

Komerční banka, a.s.

monetary payment

providing services

none

Contract on external settlement of transactions

Komerční banka, a.s.

monetary payment

providing services

none

Service Level Agreement

Komerční banka, a.s.

monetary payment

providing services

none

Agreement on KB Call Centre Services

Komerční banka, a.s.

monetary payment

providing services

none

Contract on providing services (outsourcing)

Komerční banka, a.s.

monetary payment

providing services

none

Co-operation agreement (employment)

Komerční banka, a.s.

monetary payment

providing services

none

Non-disclosure agreement

Komerční banka, a.s.

providing information

handling confidential
information

none
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Performance or
consideration by the
Company

Performance or
consideration by the
other party

Damage
incurred by
the Company

Komerční banka, a.s.

payment of price for
services and providing
co operation

providing services

none

2x Framework contract on trading on the financial market

Komerční banka, a.s.

monetary payment

intermediating
transactions

none

Type of agreement (or subject matter of agreement,
if not clear from the name)

Other party to the
agreement

Rules for co-operation between KB and members of the Group in
sourcing and purchasing

Framework contract on providing IT services

Komerční banka, a.s.

monetary payment

providing services

none

Contract on providing services for notifications services solutions
(Contract No. 1 under the framework contract)

Komerční banka, a.s.

monetary payment

providing services

none

Contract on providing services for technical infrastructure
solutions – Connectivity Services (Contract No. 2 under the
framework contract)

Komerční banka, a.s.

monetary payment

providing services

none

Contract on providing services for technical infrastructure
solutions – Physical Hosting of Equipment (Contract No. 3 under
the framework contract)

Komerční banka, a.s.

monetary payment

providing services

none

Contract on providing services for technical infrastructure
solutions – IT Infrastructure Hosting – VMWare (Contract No. 4
under the framework contract)

Komerční banka, a.s.

monetary payment

providing services

none

Contract on providing services for technical infrastructure
solutions – Voice over IP (Contract No. 5 under the framework
contract)

Komerční banka, a.s.

monetary payment

providing services

none

Agreement on the Organisation of Periodic Control

Komerční banka, a.s.

monetary payment

providing services

none

Amendment No. 1 to the Agreement on the Organisation of
Periodic Control

Komerční banka, a.s.

monetary payment

providing services

none

Contract on providing Compliance services

Komerční banka, a.s.

monetary payment

providing services

none

Cooperation Agreement

Komerční banka, a.s.

monetary payment

providing services

none

Lease contract

Komerční banka, a.s.

monetary payment

Lease of office spaces

none

Lease contract

Komerční banka, a.s.

monetary payment

Lease of parking

none

Agreement on Co-operation in implementing the contract on
group risk insurance for employees

Komerční banka, a.s.

monetary payment

providing insurance to
employees

none

Agreement on outsourcing of services (documentation processing) Komerční banka, a.s.

monetary payment

providing services

none

Distribution Agreement for Products “Retirement Savings –
Second Pillar” and “State-Contributory Supplementary Pension
Savings – Third Pillar”

monetary payment

use of KB, a.s.
distribution network

none

Komerční banka, a.s.

3x Confirmation of a term deposit

Komerční banka, a.s.

monetary payment

interest + principal

none

13x Confirmation of exchange of interest earnings

Komerční banka, a.s.

monetary payment

hedging transaction

none

Contract on co-operation + Amendment No. 1

ESSOX s.r.o.

providing services

monetary payment

none

Contract on processing of personal data

ESSOX s.r.o

providing personal
data

processing personal
data

none

Contract on processing of personal data

ESSOX s.r.o

processing of personal
data

provision of personal
data

none

Contract on co-operation in supplementary pension insurance

Modrá pyramida stavební spořitelna, a.s.

commissions

providing services

none

Contract on providing advantageous conditions for employees of
PFKB, a.s. – buildings savings participants at MPSS, a.s.

Modrá pyramida stavební spořitelna, a.s.

providing advantageous conditions

providing advantageous conditions

none

Contract on processing of personal data

Komerční pojišťovna,
a.s.

providing personal
data

processing personal
data

none

Contract on co-operation in supplementary pension insurance

Komerční pojišťovna,
a.s.

commission

providing services

none

Framework contract on co-operation (Spektrum Programme)

Komerční pojišťovna,
a.s.

monetary payment

providing services

none

Contract on co-operation in supplementary pension insurance

SG Equipment Finance commission
Czech Republic s.r.o.

providing services

none

Non-disclosure agreement

Société Générale S.A.

handling confidential
information

none

providing information
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B.

Other Legal Acts Implemented by the Company in the Interest of the Controlling Entity and Other Related Entities

Based on the decision of the sole shareholder from 5 March 2013, Komerční banka, a.s. received a dividend in the amount of
CZK 56,638,224.55 as a part of the distribution of the Company’s profit.
Based on the decision of the sole shareholder from 4 September 2013, an addition was made to the Company’s other capital funds in the
amount of CZK 100 million which was designated for establishing the Company’s shareholder’s equity.
C.	Measures Taken or Implemented by the Company in the Interest of or at the Initiative of the Controlling Entity and Other
Related Entities
During the reporting period, the Company did not take or implement any measures that would be in the interest of or at the initiative of the
related entities.

III.

Conclusion

The Company’s Board of Directors has reviewed all arrangements put in place between the Company and the related entities during the 2013
reporting period and states that the Company incurred no damage as a result of any contracts, agreements, other legal acts or other measures
taken or implemented by the Company in the reporting period.

In Prague on 28 February 2014

Pavel Jirák
Chairman of the Board of Directors

Vojtěch Kubec
Deputy Chairman of the Board of Directors

Radek Cmíral
Member of the Board of Directors
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Transformed Fund of KB Penzijní společnost, a.s.
Balance Sheet as at 31 December 2013
Assets:

Note

31 December 2013
CZK thousands
0

0

3.1

1,550,489

1,706,977

797,639

103,741

Cash
Due from banks
of which: a) repayable on demand
b) other
Debt securities

3.3

of which: a) issued by government institutions
b) issued by other entities

1 January 2013
CZK thousands

752,850

1,603,236

36,664,758

32,519,973

29,080,505

26,759,651

7,584,253

5,760,322

Shares and participation certificates

3.3

0

0

Other assets

3.4

211,874

179,001

38,427,121

34,405,951

Note

31 December 2013
CZK thousands

1 January 2013
CZK thousands

3.5

36,923,438

32,705,627

2,146

0

Total assets

Liabilities and shareholder’s equity:
Other liabilities
of which: a) trade payables

2

2

56,444

77,940

d) negative fair value of derivatives

797,414

253,127

e) estimated payables and other liabilities

302,688

472,149

35,764,744

31,902,409

32,793,361

29,135,205

200,333

237,320

2,734,831

2,454,316

b) amounts due to participants – state contributions
c) amounts due to government – taxes

f) pension insurance participants’ funds
fa) participants’ and state contributions
fb) funds for the payment of pensions
fc) revenues from participants’ contributions
fd) non-allocated contributions from pension insurance participants

24,972

64,615

fe) amounts due from lump-sum settlements awarded

11,247

10,953

0

0

0

0

of which: a) provision for future pensions

0

0

Share capital

0

0

of which: a) share capital paid up

0

0

32,675

33,331

0

0

32,675

33,331

Accruals and deferred income
Provisions

Reserve funds and other funds from profit

3.6

3.7

a) obligatory reserve funds
b) other funds from profit
Capital funds

3.7

0

0

Revaluation differences

3.8

986,817

1,177,918

971,438

1,197,965

0

489,075

of which: a) for assets and liabilities
Retained earnings
Profit for the year
Total liabilities and shareholder’s equity

3.7

484,191

0

38,427,121

34,405,951
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Off-Balance Sheet as at 31 December 2013
Note

31 December 2013
CZK thousands

1 January 2013
CZK thousands

Off-balance sheet assets:
Receivables from fixed-term transactions
Assets received for management

5.3

7,711,591

5,016,017

6

37,033,604

33,978,811

36,664,758

32,519,973

of which: a) securities

196,950

0

44,942,145

38,994,828

5.3

8,496,036

5,258,037

6

196,950

0

Commitments and guaranties received

0

0

of which: a) guaranties and warranties

0

0

8,692,986

5,258,038

State contributions – claims on the Ministry of Finance of the Czech Republic

6

Total off-balance sheet assets
Off-balance sheet liabilities:
Payables from fixed-term transactions
Amounts due to clients from claimed state contributions

Total off-balance sheet liabilities
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Income Statement for the Year Ended
31 December 2013
Note

2013
CZK thousands

3.9

951,105

3.9

(171,568)

3.10

(302,688)

Net profit or loss from financial operations

3.11

1,458

Other operating income

3.12

6,010

Other operating expenses

3.12

(126)

Interest and similar income

922,231

of which: interest income from debt securities
Interest expenses and similar expenses
Commission and fee income
Fee and commission expenses

0

Additions to and use of other provisions

0

Profit from ordinary activities before taxes
Income tax
Net profit for the period

484,191
3.13

0
484,191
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Statement of Changes in Equity for the Year Ended
31 December 2013
Share
Reserve funds
capital and other funds
CZK
from profit
thousands CZK thousands

Capital funds
CZK thousands

Revaluation
differences
CZK thousands

Retained earnings
and profit/(loss)
under approval
CZK thousands

Total
CZK thousands

Beginning balance as at 1 January 2013

0

33,331

0

1,177,918

489,075

1,700,324

Share capital increase

0

0

0

0

0

0

Allocation to obligatory reserve fund and
other funds

0

0

0

0

0

0
(489,075)

Profit transferred to participants’ accounts

0

0

0

0

(489,075)

Allocation to funds

0

0

0

0

0

0

Other use of funds

0

(656)

0

0

0

(656)

Dividend payment

0

0

0

0

0

0

Change in revaluation differences

0

0

0

(191,101)

0

(191,101)

Profit for 2013

0

0

0

0

484,191

484,191

Balance as at 31 December 2013

0

32,675

0

986,817

484,191

1,503,683
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Notes to the financial statements for the year
ended 31 December 2013
1.

Background Information

Establishment and Description of the Transformed Fund of KB Penzijní společnost, a.s.
Penzijní fond Komerční banky, a.s. (hereinafter referred to as “PFKB”), a fund established pursuant to Act No. 42/1994 Coll., on StateContributory Supplementary Pension Insurance, ceased to exist as at 1 January 2013. At said date, the pension fund was transformed pursuant
to Act No. 427/2011 Coll., on Supplementary Pension Savings, and KB Penzijní společnost, a.s. (hereinafter referred to as the “Company”) and
the Transformed Fund of KB Penzijní společnost, a.s. (hereinafter referred to as the “Fund” or the “Transformed Fund”) were established in
accordance with a transformation project approved by the Czech National Bank.
In accordance with the transformation project and Sec. 182 of Act No. 427/2011 Coll., the assets, liabilities and equity connected to
supplementary pension insurance were allocated to the Transformed Fund on the basis of the financial statements of Penzijní fond Komerční
banky, a.s., as at 31 December 2012.
The opening balance sheets of KB Penzijní společnost, a.s. and the Transformed Fund of KB Penzijní společnost, a.s. were prepared as at
1 January 2013. As from that date, the pension company records the balances and movements of assets, payables and other liabilities and
equity as well as the expenses, income and profit or loss of the Transformed Fund separately from its own accounting and the accounting of the
other newly established funds in the second and third pillars.
Initial balances from audited opening balance sheets are used as the comparative date. A comparative period cannot be stated for this year in
the case of the income statement.
The Fund’s securities portfolio is managed by Investiční kapitálová společnost KB, a.s., a member of Amundi Group, on the basis of a contract
concluded with KB Penzijní společnost, a.s.
The Fund’s custodian is Česká spořitelna, a.s. (hereinafter referred to as the “Custodian”).

2.

Accounting Policies and General Accounting Principles

The Fund’s financial statements comprise the balance sheet, income statement, statement of changes in equity and accompanying notes.
The Fund’s accounting records are maintained and the financial statements were compiled in accordance with Act No. 563/1991 Coll., on
Accounting; Czech Accounting Standards for reporting entities maintaining their accounts under Decree No. 501/2002 Coll., as subsequently
amended; and relevant regulations, measures and decrees, specifically Decree No. 501/2002 Coll. of the Ministry of Finance of the Czech
Republic, implementing certain provisions of Act No. 563/1991 Coll., on Accounting, as subsequently amended.
The accounting records are maintained in accordance with general accounting principles, in particular the historical cost valuation basis, with
certain exceptions as described in notes 2.2 and 2.3; the accruals principle; the prudence concept; and the going-concern assumption.
Compilation of the financial statements requires the management of the Company to make estimates and assumptions which affect the reported
amounts of assets and liabilities and of contingent assets and liabilities as at the date of compiling the financial statements and of expenses and
revenues during the financial reporting period. These estimates are based on the information available as at the date of compiling the financial
statements, and actual results could differ from those estimates.
The amounts included in the financial statements are rounded to the nearest thousand Czech crowns (CZK thousand) unless stated otherwise.
2.1.

Transaction Recognition Date

The accounting event date shall mean, in particular, the date of payment or acceptance of cash in circulation; the date of purchase or sale of
foreign exchange or foreign currency; the date of payment; the date on which the ownership or rights to another party’s assets were acquired
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or disposed of; the date on which an account receivable or payable arose, was changed or terminated; the date on which assets moved within
the accounting unit; and the date on which other facts that are the subject of accounting occurred or on which the necessary documentation
supporting those facts became available or which resulted from internal conditions of the accounting unit or from special regulations.
A “regular way” purchase or sale of a financial asset (which requires the delivery of the asset within a regular time frame) is a transaction carried
out within the time frame generally established by regulation or convention in the market place concerned.
All securities held by the Fund are recognised using settlement date accounting provided that the period between the contract date and the
fulfilment of the commitment or claim arising from this contract is not longer than the period typical for the relevant type of transaction.
2.2.

Securities

Securities held by the Fund are distributed into portfolios in accordance with the intent upon their acquisition and with the investment strategy.
All securities held by the Fund are recognised using settlement date accounting provided that the period between the contract date and the
fulfilment of the commitment or claim arising from this contract is not longer than the period typical for the relevant type of transaction.
Upon acquisition, all securities held by the Fund are stated at fair value as at the acquisition date, which is usually the acquisition cost. Any direct
transaction costs related to the purchase are borne by the Company and are not part of the security’s acquisition cost.
For purposes of the Fund’s accounting, securities are categorised into three portfolios:
– securities at fair value through profit or loss,
– securities available for sale, and
– securities held to maturity.
In 2013, all securities held by the Fund were in the “securities available for sale” portfolio or the “securities held to maturity” portfolio.
Fair Value of Securities
The fair value of a security is determined as the market value published by the relevant stock exchange or another active public market. In all
other cases, the fair value is estimated as the net present value of cash flows while taking risks into account.
Securities at Fair Value through Profit or Loss
Securities at fair value through profit or loss fall into two subcategories:
(1) Securities held for trading. Such securities were acquired or obtained with the intent that they will be sold or settled in the near future, or they are
a part of a defined portfolio of financial instruments which are jointly managed in order to generate profits on price differences in the short term.
(2) Securities initially recognised by the accounting unit as securities at fair value through profit or loss. Any security which is a financial asset
or security accounted for as a liability may at initial recognition be classified as a security at fair value through profit or loss, with the exception
of participation securities and interests which are not publicly traded and the fair value of which cannot be reliably estimated and of securities
issued by the Company.
Securities at fair value through profit or loss are initially valued at acquisition cost and subsequently recorded at fair value. All related gains or
losses are recognised in the line “Profit or loss from financial operations”. Interest on securities at fair value through profit or loss is recorded as
interest income.
Securities Available for Sale
Securities available for sale are securities not recognised within the “securities at fair value through profit or loss” or “securities held to maturity”
portfolios. This portfolio comprises shares, debt securities and participation certificates. Securities available for sale are recorded upon initial
recognition at acquisition cost and subsequently recognised at fair value.
Accrued interest income calculated using the effective interest rate, dividends and foreign exchange differences arising on debt securities are
recognised in the income statement.
Unrealized gains or losses from the revaluation of securities available for sale at fair value are reported (net of tax effects) as a component
of equity within “Revaluation differences”, and they are not included into the profit and loss until the securities are sold, settled or impaired.
Cumulative gains or losses originally recognised in equity are then recorded as either income or expense.
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Impairment of Securities Available for Sale
As at the date of compiling the annual financial statements, the Fund examines whether there exists objective evidence that securities have
suffered permanent impairment.
Objective evidence of impairment results from one or more loss-making events which occurred in the period following acquisition of the asset
and which affect estimated future cash flows associated with the given financial asset.
In such case, the Fund proceeds in accordance with the provisions of Czech Accounting Standard 108, “Securities”, and, without undue delay,
the loss recognised in equity is reversed and is recognised in the income statement as a loss from financial operations.
If subsequent to recognising the impairment in the income statement the fair value of debt securities verifiably increases, this increase in the fair
value of the debt securities is recorded in the income statement.
A verifiable increase in the fair value of shares and similar investments with indefinite maturity is recognised in equity as a revaluation difference.
Securities Held to Maturity
Securities held to maturity are financial assets with fixed or determinable payments and fixed maturities which the Fund has the positive intent
and ability to hold to maturity.
Upon acquisition, securities held to maturity are valued at acquisition cost. The difference between the nominal value and the acquisition cost of
a debt security is accrued based on the effective interest rate as interest income in the income statement.
Securities held to maturity are subsequently valued at amortised cost. The value of such securities must not exceed 30% of the Fund’s total assets.
Transfers between Portfolios
Transfers between portfolios as a result of changes in the original intention are generally allowed except for the following cases:
– Transfers to and from the portfolio of securities at fair value through profit or loss are not allowed.
– If more than an insignificant amount of held-to-maturity securities is sold or transferred, the Fund must transfer the remaining portfolio of
held-to-maturity securities to the portfolio of available-for-sale securities and no securities can be classified as held to maturity over the
next two reporting periods. Exceptions to this rule are permitted if a security is sold within three months prior to its maturity, if an issuer’s
creditworthiness deteriorates significantly, or if tax law or other legal or regulatory requirements change.
2.3.

Financial Derivatives

Financial derivatives are financial instruments:
− requiring no or little initial investment;
− the fair values of which change in response to changes in an interest rate, price of a security, price of a commodity, foreign exchange rate,
price index or a similar variable; and
− which are contracted for and settled at a future date.
Financial derivatives are recognised at fair value. The fair value is based upon quoted market prices or pricing models which take into account
the current market and contractual value of the underlying instruments, as well as time value and the yield curve.
Derivatives are recognised at fair value in the lines “Positive fair value of derivatives” and “Negative fair value of derivatives”. Realised and
unrealised gains and losses are recognised in the income statement in the line “Net profit or loss from financial operations”, the exception being
unrealised gains and losses on cash flow hedges, which are recognised in equity.
The Fund uses certain financial derivatives to hedge against foreign currency risk to which it is exposed as a result of its operations on financial
markets. The financial derivatives used by the Fund as hedging instruments include currency forwards and cross currency swaps. The Fund
concludes derivative contracts only for hedging purposes. Held-to-maturity securities are not hedged.
Derivatives are considered to be hedging instruments if they meet the following conditions:
− They correspond to the Fund’s risk management strategy.
− At the inception of the hedge, a decision was taken on the hedged items, the hedging instruments, the risks that are being hedged, the
method of accounting for the hedge and of assessing its effectiveness. The decided hedging relationship must be formally documented.
− The hedge is highly effective at inception and throughout the period of its existence.
− Changes in the fair value of the hedged item are almost fully offset by changes in the fair value of the hedging instrument and the results are
within a range of 80% to 125%.
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The Fund used hedging derivatives for both fair value hedges and cash flow hedges during the reporting period.
Fair Value Hedging
Changes in the fair value of derivatives that are classified as fair value hedges, meet the conditions for being recorded as fair value hedges, and
prove to be highly effective in relation to the hedged risk are recorded in the income statement along with the corresponding change in the fair
value of the hedged asset connected to the specific hedged risk. In this manner, the Fund hedges selected foreign currency assets. The hedging
instruments used are foreign currency derivatives (forwards and cross currency swaps).
Cash Flow Hedging
Changes in the fair value of derivatives that are classified as cash flow hedges, meet the conditions for being recorded as cash flow hedges,
and prove to be highly effective in relation to the hedged risk are recorded in equity and recognised as expenses or income in the same period
as the hedged asset or liability affects the income statement. In this manner, the Fund hedges the foreign currency risk of selected assets. The
hedging instruments used are foreign currency derivatives (currency swaps and cross currency swaps).
If certain derivative transactions do not meet the conditions for hedge accounting under the specific rules of Czech Accounting Standard 110,
“Derivatives”, for financial institutions, these are treated as derivatives held for trading with gains and losses from revaluation of fair value reported
in the line “Profit or loss from financial operations”.
Hedge Effectiveness Testing
The Fund tests the effectiveness of its hedges on a quarterly basis, using both prospective and retrospective methods.
2.4.

Receivables and Allowances

Receivables are stated at amortised cost net of allowances. Allowances are created based upon inventory taking if it is demonstrated that the
carrying valuation of assets is higher than the actual balance. The Fund recognises allowances in the expenses line for receivables past due and
receivables from the issuers of bonds arising from outstanding coupons and nominal values. The Fund makes a 100% allowance for unpaid
coupons and nominal values.
2.5.

Other Provisions

Provisions are recognised when the Fund has a present legal or constructive obligation as a result of past events, it is probable that an outflow of
resources will be required to settle the obligation, and a reliable estimate of the amount of the obligation can be made.
The Fund creates a provision for future payables resulting from supplementary pension insurance contracts. The amount of the provision
is determined based on liability adequacy testing, which is performed for the portfolio of clients receiving pensions. The Company creates
a provision if the minimum value of amounts due to participants is higher than the current value of the participants’ accounts. The provision
amounts to the ascertained difference.
In 2013, the Company continued to determine the provision amount for future pension beneficiaries. Both the technical provision and the
provision for future pension beneficiaries are fully covered by the pension reserve fund (a statutory fund within “Other funds from profit”, which
was allocated to the Fund as part of the transformation). This reserve fund also covers the needs of existing pension beneficiaries (see note 2.8).
2.6.

Foreign Currency Translation

Transactions in foreign currencies during the year are translated using the daily exchange rates as announced by the Czech National Bank
(hereinafter referred to as the “CNB”) valid as at the transaction date. Assets and liabilities denominated in foreign currencies are translated into
CZK using the foreign exchange rate declared by the CNB as at the balance sheet date.
Foreign exchange rate differences arising from the revaluation of assets and liabilities denominated in foreign currencies are recorded in the line
“Profit or loss from financial operations”.
2.7.

Taxation

Income Tax
Income tax expense is calculated in accordance with the provisions of the relevant law of the Czech Republic based on the statutory tax rate
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and the profit reported in the income statement prepared pursuant to Czech Accounting Standards, increased or decreased by permanent and
temporary non-deductible expenses and non-taxable income. The income tax rate is 5%.
Deferred Tax
Deferred income tax is determined using the balance sheet liability method for all temporary differences arising between the tax bases for assets
and liabilities and their carrying values.
Deferred income tax is calculated using the tax rates valid for the following period.
The principal temporary differences arise from securities revaluation and tax losses carried forward. A deferred tax asset is recognised to the
extent that it is probable that future taxable income will be available against which the asset can be utilised.
Deferred tax arising from the revaluation of available-for-sale securities at fair value recognised directly in equity is also reported in equity.
2.8.

Accounting Treatment for Supplementary Pension Insurance Products with State Contribution

Contributions made by participants in supplementary pension insurance are recorded in Account 372 “Funds on the accounts of participants in
supplementary pension insurance” and Account 374 “Payables from supplementary pension insurance contributions”.
Claims from lump-sum payments to participants (lump-sum settlements, one-off compensations and transfers) that have been awarded but not
yet effected are reported within payables (with the maximum period from the awarding of the claim until its payment being three months). The
aggregate amount of all pension claims is recorded in long-term payables and this payable is reduced as the pensions are paid.
The aggregate long-term payable from pensions (i.e. participants’ contributions including state contributions and shares in profit) is not
discounted in the accounting books and is carried at nominal value. The pension reserve fund had been established in the period prior to 2001
from state contributions refunded by participants in supplementary pension insurance through early policy termination and lump-sum settlement.
This reserve fund is additionally adjusted by an equalization fund which is created from profit and decreased to reflect appreciation of pensions
awarded to pension beneficiaries.
2.9.

Estimates and Assumptions Used in Financial Statements

The compilation of financial statements requires the management of the Company to make estimates and assumptions which influence the
amounts of assets and liabilities reported at the balance sheet date and the reported amounts of expenses and income for the reporting
period. These estimates, which particularly relate to the determination of fair values for financial instruments and the impairment of assets and
provisions, are based on the information available as at the balance sheet date.
The financial statements have been compiled based on best estimates using all relevant information available as at the date of compiling the
financial statements.
Key areas with the potential for significant differences between the actual results and the estimates include especially fair values of securities.

3.

Additional Information on the Balance Sheet and Income Statement

3.1.

Due from Banks

(in CZK thousands)
Current accounts
Deposits repayable on demand
Other term deposits
Total

31 Dec 2013

1 Jan 2013

797,639

103,741

0

0

752,850

1,603,236

1,550,489

1,706,977

Term deposits amounting to CZK 850 million were paid during 2013. The remaining term deposits in the amount of CZK 750 million are payable
at the end of 2014.
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3.2.

Due from Non-banking Entities

(in CZK thousands)

31 Dec 2013

1 Jan 2013

Receivables

13,600

13,600

Allowances

(13,600)

(13,600)

0

0

Total

This category of receivables includes amounts receivable arising from outstanding debt securities after maturity. These receivables are more than
36 months past due. The balance as at 1 January 2013 and 31 December 2013 includes a receivable from Seliko, a.s., in liquidation.
3.3.

Securities

Securities are reported in the balance sheet as follows:
Market value at
31 Dec 2013

Market value
at 1 Jan 2013

Debt securities including treasury bills

36,664,758

32,519,973

Total

36,664,758

32,519,973

(in CZK thousands)

Securities are held in the portfolio of securities available for sale and the portfolio of securities held to maturity.
(a)

Securities Available for Sale

(in CZK thousands)

Market value at
31 Dec 2013

Market value at
1 Jan 2013

Bonds issued by banks

6,764,223

3,391,130

– of which issued in the Czech Republic

3,306,949

1,730,985

3,457,274

1,660,145

Bonds issued by government institutions

25,074,965

24,884,491

– of which issued in the Czech Republic

22,450,912

21,604,297

2,624,053

3,280,194

Other bonds

820,030

1,100,514

– of which issued in the Czech Republic

498,746

502,028

– of which issued in other countries

321,284

598,486

Shares and participation certificates for sale

0

0

– of which issued in the Czech Republic

0

0

– of which issued in other countries

0

0

Total securities available for sale

32,659,218

29,376,135

Market value at
31 Dec 2013

Market value at
1 Jan 2013

0

0

– of which issued in other countries

– of which issued in other countries

(in CZK thousands)
Shares and participation certificates
Fixed-rate debt securities

24,670,852

21,346,654

– of which in CZK

17,749,672

16,508,606

– of which in foreign currency

6,921,180

4,838,048

Variable-rate debt securities

7,988,366

7,816,608

– of which in CZK

6,534,383

7,610,769

– of which in foreign currency

1,453,983

205,839

0

212,873

Total debt securities

32,659,218

29,376,135

Total securities available for sale

32,659,218

29,376,135

Treasury bills
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Market value at
31 Dec 2013

Market value at
1 Jan 2013
22,049,648

Traded on the main or subsidiary market of the Prague Stock Exchange

22,051,462

On foreign exchanges

10,607,756

7,326,487

Total securities available for sale

32,659,218

29,376,135

(b)

Securities Held to Maturity

(in CZK thousands)

Amortised cost at
31 Dec 2013

Market value at
31 Dec 2013

Amortised cost at
1 Jan 2013

Market value at
1 Jan 2013

Bonds issued by government institutions

4,005,540

4,325,432

3,143,837

3,586,508

Total securities held to maturity

4,005,540

4,325,432

3,143,837

3,586,508

Amortised cost at
31 Dec 2013

Amortised cost at
1 Jan 2013

4,005,540

3,143,837

(in CZK thousands)
Traded on the main or subsidiary market of the Prague Stock Exchange
On foreign exchanges
Total securities held to maturity

0

0

4,005,540

3,143,837

Debt securities comprised 100% of the total value of securities as at 1 January 2013 and 31 December 2013.
Pursuant to Sec. 34, para. 3, of Act No. 42/1994 Coll., on State-Contributory Supplementary Pension Insurance, no more than 20% of the total
nominal value of securities in a pension fund’s assets may be from a single issuer. This limitation does not apply to bonds listed in Sec. 3, para.
2, letters a and b (specifically bonds issued by an OECD member country or the central bank of said country, the European Investment Bank, the
European Bank for Reconstruction and Development, or the International Bank for Reconstruction and Development).
The Fund held no securities with controlling or substantial influence over their issuers during 2013. The majority of securities held in the Fund’s
portfolio are publicly traded.
3.4.

Other Assets

Other assets include the following:
(in CZK thousands)
Trade receivables
Receivable from the state budget – claim on state contributions for participants
in supplementary pension insurance
Positive fair value of derivatives
Total

31 Dec 2013

1 Jan 2013

198,902

0

0

168,000

12,972

11,001

211,874

179,001

As at 1 January 2013, the balance of the Other Assets item “Receivable from the state budget – claim on state contributions for participants in
supplementary pension insurance” for the last quarter of 2012 was CZK 168 million. During 2013, the method of accounting for the claim on the
state contribution was changed. This claim is no longer recorded in the form of a receivable, but it is now registered in off-balance sheet assets
(see note 6) until the state contribution is received into the Fund’s current account.
As at the end of 2013, the balance of the line “Trade receivables” consists of the advance provided to KB Penzijní společnost, a.s. as payment for
managing the Fund.
The Fund had no receivables either subject to a lien or otherwise encumbered in 2013.
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3.5.

Other Liabilities

Other liabilities include the following:
(in CZK thousands)

31 Dec 2013

1 Jan 2013

2,146

0

56,446

77,942

Negative fair value of derivatives

797,414

253,127

Estimated payables and other liabilities

302,688

472,149

Trade payables
Tax payables, state contributions

Cash on participants’ personal accounts

35,764,744

31,902,409

Total

36,923,438

32,705,627

The line “Trade payables” contains a liability to KB Penzijní společnost, a.s. for the payment of fees due to the Company in accordance with the
price list for paying benefits from the Transformed Fund.
Tax payables principally comprise deferred tax in the amount of CZK 51,938,000 (as at 1 January 2013: CZK 61,955,000) and withholding tax in
the amount of CZK 4,506,000 (1 January 2013: CZK 15,944,000).
During 2013, the line “Negative fair value of derivatives” increased as a result of investing into securities denominated in foreign currency. New
cross currency swaps have been concluded for hedging purposes (see note 5.3).
As at 1 January, the line “Estimated payables” contains a liability to the Company in the amount of CZK 472 million. This payable was created
during the transformation when more assets than liabilities were allocated to the Fund. This liability was paid from the Fund’s current account to
the Company’s current account after the initial balances were verified by an auditor. The balance of estimated payables as at 31 December 2013
consists of estimated fees for managing the Fund and appreciation of the Fund’s assets (see note 3.10).
Participants’ assets in personal accounts grew significantly during 2013 from CZK 31,902 million to CZK 35,764 million, i.e. a year-on-year
increase of more than 10%. The main reason for the influx of funds was a legislative change from the start of 2013 and an increase in the
maximum state support from CZK 150 to CZK 230.
The Fund had no payables either subject to a lien or otherwise encumbered in 2013.
3.6.

Provisions

As a result of liability adequacy testing for the portfolio of clients currently receiving pensions performed pursuant to note 2.5 as at 31 December
2013, the needs for future pensions including the retirement option as at 31 December 2013 are, based on the estimations used, fully covered
by the capital pension reserve fund which was allocated to the Fund during the transformation. As at 31 December 2013, this fund amounted
to CZK 32,675,000, and it is part of the item “Reserve funds and other funds from profit – other funds from profit”. The amount of the provision
created is determined on the basis of the present actuarial value of committed supplementary pension insurance benefits and is decreased to
reflect the amount of funds recorded on behalf of pension recipients.
3.7.

Shareholder’s Equity

As part of the transformation, 85% of the total profit of PFKB (i.e. CZK 489,075,000 ) was allocated into the Fund’s equity as profit for 2012. The
Fund was also allocated revaluation differences in the amount of CZK 1,177,918,000 relating to transferred securities and the related balances
concerning derivatives hedging these securities and associated deferred tax of 5%. The item in the amount of CZK 33,331,000 as at 1 January
2013 represents the pension reserve fund which covers the technical provision, the needed provision for future pension beneficiaries, and the
needs of current pension beneficiaries (see note 3.6).
As at 31 December 2013, the Fund’s equity balance was CZK 1,503,683,000. Movements in equity are shown in the statement of changes in
equity. The full amount of allocated profit for 2012 was distributed to the Fund’s participants.
Revaluation differences for assets and liabilities in the amount of CZK 986,817,000 consist of the following items: revaluation differences for
securities, revaluation differences for derivative instruments, and deferred tax (see note 3.8).
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Revaluation Differences

(in CZK thousands)
Bonds and treasury bills
Fair values of hedging instruments

31 Dec 2013

1 Jan 2013

1,022,566

1,261,015

16,189

(21,101)

Deferred tax

(51,938)

(61,996)

Total

986,817

1,177,918

Summary of Changes in Revaluation Differences:
(in CZK thousands)

2013

Revaluation differences as at 1 January

1,177,918

Gain/loss from fair value revaluation of securities available for sale

(238,450)
37,290

Change in fair values of hedging instruments

10,058

Change in deferred tax

986,817

Revaluation differences as at 31 December

As a part of the transformation, the Fund was allocated as at 1 January 2013 revaluation differences relating to transferred securities and the
associated balances relating to derivatives hedging these securities and including a deferred tax of 5%.
3.9.

Interest Income and Expense

(in CZK thousands)

2013
28,874

From current accounts and term deposits
From securities and derivatives

922,231

Total interest income

951,105

In 2013, the Company incurred interest expense relating to cross currency swaps in the amount of CZK 171,568,000.
3.10.

Fee Expenses

The line “Fee and commission expenses” in the amount of CZK 302,688,000 consists of payments to the Company as defined by Act No.
427/2011 Coll., on Supplementary Pension Savings, divided as follows:
(in CZK thousands)

in %

217,243

0.6

85,445

15

Payment for 2013
For management
From profit
Total

302,688
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3.11.

Net Profit or Loss from Financial Operations

(in CZK thousands)

2013
0

Profit from securities trading
Loss/profit from foreign exchange and derivative operations

1,458

Net profit or loss from financial operations

1,458

Loss from foreign exchange operations

(772,632)

Profit from foreign exchange operations

773,407

Net profit (+)/loss (-) from foreign exchange operations

775

Loss from derivative operations

(42,965)

Profit from derivative operations

43,648

Net profit (+)/loss (-) from derivative operations
Net profit (+)/loss (-) from financial operations

683
1,458

The net profit/loss from changes in fair values and the settlement of hedging derivatives are included in foreign exchange profits/losses. No
securities were sold during 2013.
3.12.

Operating Income and Expenses

Other Operating Income
(in CZK thousands)

2013

Income from terminated contracts and statute-barred claims

2,215

Income from unpaid state contributions with lump-sum settlement

3,739

Other income (statute-barred unidentified payments, payments made in error)
Total other operating income

56
6,010

Other Operating Expenses
This line contains cancelled statute-barred claims and cancelled losses of claims for lump-sum settlements. For 2013, this item totalled
CZK 126,000.
3.13.

Income Tax

The following table shows adjustments to the net profit or loss before taxes for determining the tax base:
(in CZK thousands)
Profit before tax
Additions

2013
484,191
408,235

Subtractions

1,033,910

Tax base after adjustments

(141,484)

Tax payable using 5% rate

0

Tax allowances

0

Adjusted tax liability

0

Adjustment of tax payable from previous years

0

Total tax liability

0
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During the legal transformation of the Pension Fund and the subsequent distribution of net assets on 1 January 2013, the Fund was allocated
deferred tax related to revaluation differences for securities and financial derivatives. The tax rate applicable for the next tax period for the
Transformed Fund is 5%.
31 Dec 2013
5%

1 Jan 2013
5%

Deferred tax asset

7,074

0

Unused tax loss

7,074

0

(in CZK thousands)

0

0

Deferred tax liability

(51,938)

(61,996)

Revaluation differences for securities and hedging derivatives

(51,938)

(61,996)

Total deferred tax as at 31 December

(44,864)

(61,996)

Allowances against receivables and provisions

Owing to uncertainties concerning the application of amendments to the Income Tax Act and taxation of interest income for pension funds, the
total deferred tax asset was not recorded as at 31 December 2013. It is not certain that the Fund will generate a sufficiently large tax base in 2014
against which it would be possible to utilise this deferred tax asset.
As at the end of 2013, the Fund recorded a deferred tax asset in the amount of CZK 51,938,000. The movement of the deferred tax during the
year was caused by a change in revaluation of the Fund’s assets with a transfer to equity.

4.

Additional Information Related to Supplementary Pension Insurance with State Contribution

Number of participants in supplementary pension insurance (individuals):

As at 31 Dec 2013

As at 31 Dec 2012

537,720

571,002

Number of benefits paid for year, including transfers:
16,143

32,192

– lump-sum settlements:

9,440

14,808

– pensions (number of pension beneficiaries to date):

6,010

5,036

87

12,093

Amount of benefits paid, including transfers, in CZK thousands:

1,881,789

4,580,612

– one-off settlements:

– one-off settlements:

– transfers to other funds:

1,416,679

3,018,001

– lump-sum settlements:

282,251

502,954

– pensions:

154,003

158,409

– transfers to other pension funds (outside of KB PS):
Fund’s custodian:

28,856

901,248

Česká spořitelna, a.s.

Česká spořitelna, a.s.

*

1.58

% appreciation of invested funds from profit:
– profit distribution
(net of state contributions)
* Information will be available following profit distribution for 2013
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5.

Risk Management Framework

The Company receives funds from participants in supplementary pension insurance and endeavours to achieve maximum returns by investing
into high-quality assets with minimal risk.
5.1.

Interest Rate Risk

Interest rate risk is the risk that the value of a financial instrument will change as a result of changes in market interest rates. The length of time
for which the rate of interest on a financial instrument is fixed indicates the extent to which it is exposed to interest rate risk.
The table below provides information as to the extent of the interest rate exposure for the Transformed Fund’s portfolio based either on the
contractual maturity date of its financial instruments or, in the case of instruments that reprice to a market rate of interest before maturity, the next
repricing date. Those assets and liabilities that do not have a contractual maturity date or are not interest-bearing are grouped into the Undefined
category.

(in CZK thousands)

Within 3 months

Within 1 year

797,639

752,850

6,929,503

2,109,612

From 1 to 5
years

Over 5 years

Undefined

Total

2013
Cash and due from banks
Debt securities

1,550,489
22,257,230

Positive fair value of hedging derivatives
7,727,142

2,862,462

22,257,230

5,381,385

Pension insurance participants’ funds
Negative fair value of hedging derivatives

Net interest rate risk balance as at
31 December 2013

198,902

198,902

198,902

38,427,121

35,764,744

35,764,744
797,414

15,184

68,861

335,485

377,884
361,280

361,280

15,184

68,861

335,485

377,884

36,126,024

36,923,438

7,711,958

2,793,601

21,921,745

5,003,501

(35,927,122)

1,503,683

Other liabilities
Total liabilities

12,972

12,972

Other assets
Total assets

36,664,758

5,368,413

The Fund has invested 95% of its assets into fixed- or floating-rate bonds.
This risk is monitored by evaluating two important indicators: modified duration and sensitivity to parallel movements of the yield curve.
Managing the portfolio’s average duration is vitally important to fulfilling the investment strategy in managing assets, both in terms of short-term
corrections in response to expected financial market developments and managing interest rate risk.
In managing interest rate risk no specific limits are established. The situation and strategy are discussed and adjusted on a monthly basis in the
Company’s investment committees along with the asset manager and other members of the investment committee.
The portfolio’s sensitivity to changes in interest rates is monitored and regularly reported. The two worst-case scenarios are as follow: an increase
in rates by 20 basis points across the entire yield curve would result in a decrease in the value of the portfolio by CZK 202 million, and an
increase in rates at the long end would result in a CZK 118 million decline in the value of the portfolio.
5.2.

Liquidity Risk

Liquidity risk plays an important role in planning the Transformed Fund’s investments and available cash. The liquidity risk management system
aims to identify, measure and manage the Transformed Fund’s liquidity position. The Company regularly evaluates cash payments incoming and
outgoing, and it forecasts cash flows and available cash.
Short-term liquidity management includes decisions on the amounts and composition of liquid assets with maturity up to 7 days, decisions on
transfers of cash among individual accounts, and forecasts of cash flows within the period of one month.
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Long-term liquidity management consists of measuring and managing the maturity profile of all assets and modelling the maturity time bands for
liabilities on at least a quarterly basis (asset and liability analysis). In addition, long-term liquidity management includes forecasting the liquidity
position through the next several years.
The table below provides a breakout of assets, liabilities and equity in relevant maturity categories based on the remaining maturity (from the
financial statements date to contractual maturity dates). Those assets and liabilities not having a contractual maturity date are grouped together
into the Undefined category.

(in CZK thousands)

On demand
within 7 days

Within 3
months

Within 1 year

From 1 to 5
years

Over 5 years

Undefined

Total

2013
Cash and due from banks

797,639

Debt securities

1,550,489

752,850
2,226,581

384,867

28,160,494

Positive fair value of hedging derivatives
Other assets
Total Assets

5,892,816

36,664,758

12,972

12,972
198,902

198,902
797,639

2,425,483

1,137,717

28,160,494

5,905,788

Pension insurance participants’ funds
Negative fair value of
hedging derivatives

15,184

Other liabilities

404,346
309,342

Net liquidity risk balance
as at 31 December 2013

5.3.

15,184

309,342

782,455

2,116,141

1,137,717

35,764,744
797,414

377,884

Shareholder’s equity
Total liabilities and
shareholder’s equity

38,427,121
35,764,744

51,938

361,280

1,503,683

1,503,683

404,346

377,884

37,320,365

38,427,121

27,756,148

5,527,904

(37,320,365)

0

Total Assets and Liabilities Denominated in Foreign Currencies Translated into CZK, Foreign Currency Risk Measurement

Assets and Liabilities Denominated in Foreign Currencies
(in CZK thousands)

EUR

USD

Total

5,408

6,594

12,002

Balance as at 31 Dec 2013
Bank accounts
Bonds available for sale

6,542,042

1,833,122

8,375,164

Total

6,547,450

1,839,716

8,387,166

In accordance with law and the investment objectives, the Company has established a conservative investment strategy in respect to foreign
currencies. It has a specific focus on instruments denominated in CZK, the majority being fixed-rate instruments. As at 31 December 2013, the
Transformed Fund held foreign currency denominated debt securities.
The volume of these investments is principally restricted by a statutory cap on the maximum proportion of foreign currency denominated
instruments that a pension fund may hold. In addition, the Company limits the unhedged currency position. When said limit is exceeded,
additionally hedging is established to bring the currency risk below the required level.
Hedging of Foreign Currency Risk Borne by Debt Securities Held in the Portfolio of Securities Available for Sale
The risk of foreign currency investments in securities is hedged using currency swaps, forwards and cross currency swaps. The hedging is
conducted via hedging derivatives concluded for periods ranging from two weeks to several years. Currency derivatives are arranged on the
over-the-counter (OTC) market, which permits better tailoring to the parameters of the hedged asset.
Hedged investments are denominated in EUR and USD, and the hedging is therefore effected from EUR and USD to CZK.
For purposes of hedge accounting, the effectiveness of hedges is tested using prospective and retrospective tests.
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Summary of Open Derivative Operations as at 31 December 2013
Nominal value of
off-balance sheet
liability

Negative fair value

Nominal value of
off-balance sheet asset

Currency forwards (fair value hedging)

15,183

206,824

222,011

Cross currency swaps (fair value hedging)

68,861

348,147

417,008

(in CZK thousands)

Positive fair value

Cross currency swaps (cash flow hedging)

12,972

713,369

7,156,621

7,857,017

Total

12,972

797,413

7,711,591

8,496,036

The positive fair value of financial derivatives is recognised in Other Assets (see note 3.4). The negative fair value of financial derivatives is
recognised in Other Liabilities (see note 3.5).
Remaining Maturity of Derivatives as at 31 December 2013
(in CZK thousands)

Within 1 year

From 1 to 5 years

Over 5 years

Total

Currency instruments
Currency forwards for fair value hedging

206,824

206,824

348,147

Cross currency swaps for fair value hedging

348,147

Cross currency swaps for cash flow hedging

3,344,458

3,812,162

7,156,620

3,692,605

3,812,162

7,711,591

Total

5.4.

206,824

Operational and Legal Risk

Operational and legal risks are managed in accordance with the Company’s unified policy.

6.

Off-Balance Sheet Items, Assets under Management and Contingent Liabilities

As at 31 December 2013, the Fund managed a portfolio with a value of CZK 37,033,603,000.
Receivables of CZK 7,711,591,000 and payables of CZK 8,496,036,000 are recorded in the off-balance sheet in relation to hedging of foreign
currency denominated bonds using hedging derivatives.
The Fund records off balance sheet the presumed amount of CZK 196,950,000 in state contributions which will be requested from the Ministry
of Finance of the Czech Republic for the fourth quarter of 2013. That amount will then be credited to participants. The Fund has no other
contingent liabilities.
The Fund records off balance sheet no securities transactions with a trade date in 2013 but a settlement date in 2014.
The Fund is not involved in any legal dispute.
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Arrangements with Related Parties

ASSETS AND LIABILITIES 2013
(in CZK thousands)
Assets:
Komerční banka, a.s.

752,850 Principal and interest on term deposit
50,059 Current account balance
12,972 Fair value of cross currency swap

KB Penzijní společnost, a.s.

197,661 Advance provided on management fee for the Transformed Fund

Société Générale (SG)

286,818 Fair value of purchased bonds issued by SG

1,241 Receivable from the Company for bank fees in relation to paying out benefits
Liabilities:
Komerční banka, a.s

782,230 Fair value of cross currency swap

KB Penzijní společnost, a.s

302,688 Estimated receivables for management and performance fees for the Transformed Fund
2,146 Payable to the Company for selected fees according to the price list deducted in paying
benefits from the Transformed Fund

EXPENSES AND INCOME 2013
(in CZK thousands)
Expenses:
Komerční banka, a.s.

CZK thousand
171,568 Swap interest expense
649,459 Expenses for foreign exchange and other operations

KB Penzijní společnost, a.s.

302,688 Management and performance fees for the Transformed Fund

Income:
Komerční banka, a.s.

26,029 Interest on term deposits and current account, reverse repos
147,790 Swap interest income
160,249 Income from foreign exchange and other operations

Société Générale (SG)

1,820 Interest on purchased bonds issued by SG
16,058 Exchange rate differences from revaluation of bonds issued by SG

8.

Post-Balance Sheet Events

No important events occurred after the balance sheet date.
These financial statements have been approved for submission to the General Meeting by the Board of Directors of the Company.
Compilation date
5 March 2014
Signature of the statutory representative

Pavel Jirák

Vojtěch Kubec
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Balance sheet as at 31 December 2013
(in czk thousands)
Assets:
Due from banks

Note

31 December 2013

3.1

33,929

of which: a) repayable on demand

17,958

b) other
Debt securities

15,971
3.2

of which: a) issued by government institutions

103,632

b) issued by other entities

0

Total assets
Liabilities and equity:

103,632

137,561
Note

31 December 2013

Other liabilities

3.3

1,833

Provisions

3.4

1

Capital funds

3.5

135,599

Profit for the year

3.5

of which: a) for income tax

1

Total liabilities and equity

128
137,561

Off-balance sheet as at 31 December 2013
(in CZK thousands)
Note

31 December 2013

Off-balance sheet assets:
Assets received for management

5

119,968

of which: a) securities

103,632

Total off-balance sheet assets

119,968
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Income statement for the year ended 31 December
2013 (in CZK thousands)
Interest and similar income

Note

2013

3.6

172

3.7

(43)

of which: interest income from debt securities
Net profit or loss from financial operations

77

Profit from ordinary activities before taxes
Income tax

129
(1)

3.8

Net profit for the period

128

Statement of changes in equity for the year ended
31 December 2013 (in CZK thousands)
Beginning balance as at 1 January 2013
Purchase of pension units
Sale of pension units
Profit for 2013
Balance as at 31 December 2013

Capital funds

Profit or loss under
approval

0

0

139,781

0

(4,182)

0

0

128

135,599

128
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Notes to the financial statements for the year
ended 31 December 2013
1.

Background information

Establishment and Description of the KB Mandatory Conservative Participation Fund of KB Penzijní společnost, a.s.
The KB Mandatory Conservative Participation Fund of KB Penzijní společnost, a.s. (hereinafter referred to as the “Fund”) was formed on the
basis of a decision by the Czech National Bank on 20 December 2012, effective from 1 January 2013.
The Fund is created by the Company for an indefinite time.
The Fund is a participation fund and is not a stand-alone legal entity. It exists within KB Penzijní společnost, a.s. (hereinafter referred to as the
“Company”), which created and manages the Fund pursuant to Act No. 427/2011 Coll., on Supplementary Pension Savings.
The Company was formed by the transformation of Penzijní fond KB, a.s. according to Section 13 of the Supplementary Pension Savings Act,
as a successor to Penzijní fond KB, a.s., which was founded by Komerční banka, a.s. in 1994. A licence for the Company’s activities, including
the Company’s activities pursuant to Act No. 426/2011 Coll., on Retirement Savings, and Act No. 427/2011 Coll., on Supplementary Pension
Savings, was provided by a decision of the CNB on 12 September 2012.
The Fund’s investment objective is to earn returns on the Fund’s assets by investing into a conservative portfolio consisting mainly of bonds and
money market instruments from OECD countries, international financial institutions and issuers with ratings at or above a determined rating, and
to enable participants to participate in the long-term returns potential of conservative investments.
From the perspectives of the Supplementary Pension Savings Act and the types of assets into which the Fund invests, it is a mandatory
conservative fund.
The Fund is suitable for investors with very little or no experience in fund investing who prefer stability in their investments and are highly
averse to investment risk. Such investors require stable appreciation of their investments and are able to understand and accept risks related
to investing on bond markets without statutory limitations as to the given geographic area or sector, even though the Fund can and may prefer
investment instruments from the Czech Republic or from Central and Eastern Europe within its investment policy for reasons of geographic
proximity and lower currency risk.
The Fund’s securities portfolio is managed by Investiční kapitálová společnost KB, a.s., a member of the Amundi Group, on the basis of
a contract with KB Penzijní společnost, a.s.
The Fund’s custodian is Česká spořitelna, a. s. (hereinafter referred to as the “Custodian”).

2.

Accounting policies and general accounting principles

The Fund’s financial statements comprise the balance sheet, income statement, statement of changes in equity and accompanying notes.
The Fund’s accounting records are maintained and the financial statements were compiled in accordance with Act No. 563/1991 Coll., on
Accounting; Czech Accounting Standards for reporting entities that maintain their accounts under Decree No. 501/2002 Coll., as subsequently
amended; and relevant regulations, measures and decrees, specifically Decree No. 501/2002 Coll. of the Ministry of Finance of the Czech
Republic, implementing certain provisions of Act No. 563/1991 Coll., on Accounting, as subsequently amended.
The accounting records are maintained in accordance with general accounting principles, in particular the historical cost valuation basis, with
certain exceptions as described in notes 2.2 and 2.3, the accruals principle, the prudence concept and the going concern assumption.
The amounts included in the financial statements are rounded to the nearest thousand Czech crowns (CZK thousand) unless stated otherwise.
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Transaction Recognition Date

The accounting event date shall mean, in particular, the date of payment or acceptance of cash in circulation; the date of purchase or sale of
foreign exchange or foreign currency; the date of payment; the date on which the ownership or rights to another party’s assets were acquired
or disposed of; the date on which an account receivable or payable arose, was changed or terminated; the date on which assets moved within
the accounting unit; and the date on which other facts that are the subject of accounting occurred or on which the necessary documentation
supporting those facts became available or which resulted from internal conditions of the accounting unit or from special regulations.
A “regular way” purchase or sale of a financial asset (which requires the delivery of the asset within a regular time frame) is a transaction carried
out within the time frame generally established by regulation or convention in the market place concerned.
All securities held by the Fund are recognised using settlement date accounting provided that the period between the contract date and the
fulfilment of the commitment or claim arising from this contract is not longer than the period typical for the relevant type of transaction.
2.2

Securities

Upon acquisition, all securities held by the Fund are stated at fair value as at the acquisition date, which is usually the acquisition cost. Any direct
transaction costs related to the purchase are borne by the Company and are not part of the security’s acquisition cost.
For purposes of the Fund’s accounting, securities are categorised into three portfolios:
– securities at fair value through profit or loss,
– securities available for sale, and
– securities held to maturity.
Securities at Fair Value through Profit or Loss
Securities at fair value through profit or loss fall into two subcategories.
(1) Securities held for trading. Such securities were acquired or obtained with the intent that they will be sold or settled in the near future, or they
are a part of a defined portfolio of financial instruments which are jointly managed in order to generate profits on price differences in the short
term.
(2) Securities initially recognised by the accounting unit as securities at fair value through profit or loss. Any security which is a financial asset or security
accounted for as a liability may at initial recognition be classified as a security at fair value through profit or loss, with the exception of participation
securities and interests which are not publicly traded and the fair value of which cannot be reliably estimated and of securities issued by the Company.
In 2013, all securities held by the Fund in the “securities at fair value through profit or loss” portfolio had been included in the portfolio at initial recognition.
Fair Value of Securities
The fair value of a security is determined as the market value published by the relevant stock exchange or another active public market. In all
other cases, the fair value is estimated as the net present value of cash flows while taking risks into account.
Securities at fair value through profit or loss are initially valued at acquisition cost and subsequently recorded at fair value. All related gains or
losses are recognised in the line “Profit or loss from financial operations”. Interest on securities at fair value through profit or loss is recorded as
interest income.
2.3

Financial Derivatives

The Fund did not conclude any financial derivatives contracts in 2013.
2.4

Receivables and Allowances

Receivables are stated at the carrying value net of allowances. Allowances are created based upon inventory taking if it is demonstrated that the
carrying valuation of assets is higher than the actual balance. The Fund recognises allowances in the expenses line for receivables past due and
receivables from the issuers of bonds arising from outstanding coupons and nominal values. The Fund makes a 100% allowance for unpaid
coupons and nominal values.
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2.5

Provisions

Provisions are recognised when the Fund has a present legal or non-contractual obligation as a result of past events, it is probable that an
outflow of resources will be required to settle the obligation, and a reliable estimate of the amount of the obligation can be made.
2.6

Foreign Currency Translation

Transactions in foreign currencies during the year are translated using the daily exchange rates as announced by the Czech National Bank
(hereinafter referred to as the “CNB”) valid as at the transaction date. Assets and liabilities denominated in foreign currencies are translated into
CZK using the foreign exchange rate declared by the CNB as at the balance sheet date.
Foreign exchange rate differences arising from the revaluation of assets and liabilities denominated in foreign currencies are recorded in the line
“Profit or loss from financial operations”.
2.7

Taxation

Income Tax
Income tax expense is calculated in accordance with the provisions of the relevant law of the Czech Republic based on the statutory tax rate
and the profit reported in the income statement prepared pursuant to Czech Accounting Standards, increased or decreased by permanent and
temporary non-deductible expenses and non-taxable income. The income tax rate is 5%.
Deferred Tax
Deferred income tax is determined using the balance sheet liability method for all temporary differences arising between the tax bases for assets
and liabilities and their carrying values.
Deferred income tax is calculated using the tax rates valid for the following period.
The principal temporary differences arise from securities revaluation and tax losses carried forward. A deferred tax asset is recognised to the
extent that it is probable that future taxable income will be available against which the asset can be utilised.
Deferred tax arising from the revaluation of available-for-sale securities at fair value recognised directly in equity is also reported in equity.
2.8

Accounting Treatment for Supplementary Pension Savings Products

Participants’ assets accepted into the Fund’s current account are recorded in the line “Other liabilities” until the time of purchase. At such time
as the accepted funds are used to purchase pension units, they are recorded in a sub-account which in the chart of accounts is under the line
“Capital funds”.
When pension units are sold, the amount is reclassified from the sub-account under “Capital funds” to a sub-account which in the chart of
accounts is under the line “Other liabilities” and it is subsequently sent from the Fund’s account to the Company’s current account. After assets
from all funds have been accepted according to the client’s selected strategy, the amount is paid in a lump sum from the Company’s current
account.
State contributions are initially recorded in the Company’s accounting as payment occurs to the Company’s current account. After a state
contribution is received at the Company’s account, the assets received are distributed to participation funds according to the participant’s
selected strategy and payment is made to the individual funds’ current accounts. At the time it is received at a Fund’s current account, the
distributed state contribution is recorded in the Fund’s accounting in the same way as are assets received from participants.
2.9

Estimates and Assumptions Used in Financial Statements

The compilation of financial statements requires the management of the Company to make estimates and assumptions which influence the
amounts of assets and liabilities reported at the balance sheet date and the reported amounts of expenses and income for the reporting
period. These estimates, which particularly relate to the determination of fair values for financial instruments and the impairment of assets and
provisions, are based on the information available as at the balance sheet date.
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The financial statements have been compiled based on best estimates using all relevant information available as at the date of compiling the
financial statements.
Key areas with the potential for significant differences between the actual results and the estimates include especially fair values of securities.

3.

Additional Information on the Balance Sheet and Income Statement

3.1

Due from Banks

(in CZK thousands)
Current accounts

31 Dec 2013
17,958

Term deposits

15,971

Total

33,929

3.2

Securities

Securities are held in the portfolio of securities at fair value through profit or loss. Debt securities comprised 100% of the total value of securities
as at 1 January 2013 and 31 December 2013.
Debt securities held in the portfolio consist of Czech government bonds denominated in CZK traded on the main or subsidiary market of the
Prague Stock Exchange.
(in CZK thousands)

2013

Fixed-rate debt securities

38,070

Variable-rate debt securities

65,562

Total debt securities

3.3

103,632

Other Liabilities

As at 31 December 2013, the line “Other liabilities” amounting to CZK 1,833,000 comprises mainly clients’ funds received into the Fund’s current
account during the last cycle in 2013 and which were not used to purchase pension units.
The Fund had no payables either subject to a lien or otherwise encumbered in 2013.
3.4

Provisions

The Fund creates provisions for paying income tax. For 2013, this provision was created in the amount of CZK 1,000 (see note 3.8).
3.5

Equity

As at 31 December 2013, the Fund’s net asset value was CZK 135,727,000. Profit for 2013 amounted to CZK 128,000. The remaining part
comprises the line “Capital funds” amounting to CZK 135,599,000.
A “Pension Unit” represents a share in the Fund’s assets.
The “Current Value of a Pension Unit” means the Fund’s net asset value, reflecting in addition the corresponding part of standard expenses
affecting the Fund’s equity at the day the Current Value of a Pension Unit is determined, divided by the total number of Pension Units recorded
on personal pension accounts of all participants in the Fund at the day the Current Value of a Pension Unit is determined.
The standard costs affecting the Fund’s net asset value are management and performance fees and expected tax obligation as at the day the fair
values of assets and liabilities are calculated.
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From the start of 2013 until 28 February 2013, management and performance fees were paid for all participation funds. Effective from 1 March
2013, the Board of Directors of KB PS agreed not to pay management and performance fees for the participation funds through all of 2013 and
that fees already allocated for the first two months would be returned in their full amount as at 1 March 2013.
Information on the amount of the Current Value of a Pension Unit of the Fund as at 31 December 2013:
Number of pension units in the Fund:
Net asset value:
Current value of a pension unit:

135,243,790.4018
135,726,486.74
1.0036

The Fund’s performance for 2013 was a gain of 0.36%.
3.6

Interest Income and Interest Expense

(in CZK thousands)

2013

On current accounts

60

On term deposits

35

On securities

77

Total interest income

3.7

172

Net Profit or Loss from Financial Operations

(in CZK thousands)

2013

Profit from securities trading

0

Losses/gains from changes in fair values of securities

(43)

Net profit or loss from financial operations

(43)

No sales of securities were carried out in 2013.
3.8

Income Tax

The following table shows adjustments to the net profit or loss before taxes for determining the tax base:
(in CZK thousands)

2013

Profit before tax

129

Additions

301

Subtractions

413

Tax base after adjustments

17

Tax payable using 5% rate

1

Tax allowances

0

Total tax liability

1

No deferred tax was recorded for the Fund. No temporary differences arose between the tax bases for assets and liabilities and their carrying
values in 2013.

4

Risk management framework

The investment policy defined in the Fund’s Statutes for the transformation and post- transformation periods is further detailed in the Fund’s
individual strategies. Both the investment policy and strategy – and including the setting of limits on the management of individual portfolios
– are subject to approval by the Investment Committee, which meets on a monthly basis. The Company’s Risk Management unit proposes
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management limit settings within the Fund’s investment strategy and policy which are subject to approval by the Investment Committee and
management of the Company. The Company’s Risk Management unit monitors adherence to all limits defined by law, the Statutes and the
Investment Strategy. There are limits relating to interest rate, currency, equity, credit and liquidity risk.
4.1

Market Risk

Market risk comprises the risks stated below and which are regularly monitored and evaluated.
a)
Interest Rate Risk
The Fund may invest into interest rate-sensitive assets. Interest rate risk, which ensues from changes in interest rates, is primarily managed by
setting the portfolio’s average duration and modified duration, which are managed by defining the maximum limit of portfolio duration.
The table below provides information as to the extent of the interest rate exposure for the Fund’s portfolio based either on the contractual
maturity date of its financial instruments or, in the case of instruments that reprice to a market rate of interest before maturity, the next repricing
date. Those assets and liabilities that do not have a contractual maturity date or are not interest-bearing are grouped into the Undefined category.
(in CZK thousands)
2013

Within 3 months

Due from banks
Debt securities
Total assets

Within 1 year

From 1 to 5 years

Over 5 years

Undefined

Total

26,971

6,958

0

0

0

33,929

0

38,070

65,562

0

0

103,632

26,971

45,028

65,562

0

0

137,561

Equity

0

0

0

0

135,727

135,727

Other liabilities

0

0

0

0

1,834

1,834

Total liabilities

0

0

0

0

137,561

137,561

b)
Foreign Currency Risk
The Fund’s exposure to foreign currency risk is monitored by determining the portfolio’s currency position. The Fund has a defined maximum
open position corresponding to the Fund’s policy and strategy and which is approved by the Investment Committee. In managing foreign
currency risk, the Company uses over-the-counter (OTC) derivatives in the forms of currency swaps and forwards traded on the OTC market.
Exposure to foreign currency risk is regularly monitored and evaluated.
As at 31 December 2013, the Fund holds no assets denominated in foreign currencies.
c)
Equity risk
Equity risk is the risk of a potential loss leading to a decrease in the price of an asset (shares, collective investment fund). The Company
therefore sets limits for individual issuers and geographic diversification of assets.
As at 31 December 2013, the Fund holds no shares or collective investment funds.
4.2

Credit Risk

Credit risk is the risk that an entity (issuer, counterparty) is not able to meet its obligations. This risk is managed through approved maximum
positions in relation to an entity (issuer, counterparty) based on said entity’s credit rating.
4.3

Liquidity Risk

Liquidity risk plays an important role in planning the Fund’s investments and available cash. The liquidity risk management system aims to
identify, measure and manage the Fund’s liquidity position. The Company regularly evaluates cash payments incoming and outgoing, and it
forecasts cash flows and available cash.
Short-term liquidity management includes decisions on the amounts and composition of liquid assets with maturity up to 7 days, decisions on
transfers of cash among individual accounts, and forecasts of cash flows within the period of one month.
The Fund holds sufficient liquid assets in its portfolio. The securities held are traded on liquid markets, and the Fund is therefore capable of
meeting its short- and long-term obligations.
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The table below provides a breakout of assets, liabilities and equity in relevant maturity categories based on the remaining maturity (from the
financial statements date to contractual maturity dates). Those assets and liabilities not having a contractual maturity date are grouped together
into the Undefined category.
(in CZK thousands)
2013

On demand
within 7 days

Within 3 months

Within 1 year

From 1 to
5 years

Over
5 years

Undefined

Total

17,958

9,013

6,958

0

0

0

33,929

Due from banks
Debt securities

0

235

1,281

102,116

0

0

103,632

17,958

9,248

8,239

102,116

0

0

137,561

Equity

0

0

0

0

0

135,727

135,727

Other liabilities

0

0

0

0

0

1,834

1,834

Total liabilities

0

0

0

0

0

137,561

137,561

Total assets

4.4

Operational and Legal Risk

Operational and legal risks are managed in accordance with the Company’s unified policy.

5.

Off-Balance Sheet Items, Assets under Management and Contingent Liabilities

As at 31 December 2013, the Fund managed a portfolio with a value of CZK 119,968,000.
The Fund records off balance sheet no securities transactions with a trade date in 2013 but a settlement date in 2014.
The Fund is not involved in any legal dispute.

6.

Arrangements with Related Parties

Assets, liabilities and equity
2013
(in CZK thousands)
Assets:
Komerční banka, a.s.

12,683 Current account at KB

EXPENSES AND INCOME
2013
(in CZK)
Income:
Komerční banka, a.s.

84
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Post-Balance Sheet Events

No important events occurred after the balance sheet date.
These financial statements have been approved by the Board of Directors of the Company.
Compilation date
31 March 2014

Signature of the statutory representative

Pavel Jirák

Vojtěch Kubec
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Balance sheet as at 31 December 2013
(in CZK thousands)
Assets:
Due from banks

Note

31 December 2013

3.1

5,533

of which: a) repayable on demand

3,513

b) other
Debt securities

2,020
3.2

Total assets
Liabilities and equity:

0
5,533

Note

31 December 2013

Other liabilities

3.3

28

Provisions

3.4

2

Capital funds

3.5

5,458

Profit for the year

3.5

of which: a) for income tax

2

Total liabilities and equity

45
5,533

Off-balance sheet as at 31 December 2013
(in CZK thousands)
Note

31 December 2013

5

2,020

Off-balance sheet assets:
Assets received for management
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Income statement for the year ended
31 December 2013 (in CZK thousands)
Interest and similar income

Note

2013

3.6

6

of which: interest income from debt securities

0

Profit from ordinary activities before taxes

6

Extraordinary income

3.7

41

3.8

(2)

Profit or loss for the period from extraordinary activities before taxes
Income tax

41

Net profit for the period

45

Statement of changes in equity for the year ended
31 December 2013 (in CZK thousands)
Beginning balance as at 1 January 2013
Purchase of pension units
Sale of pension units
Profit for 2013
Balance as at 31 December 2013

Capital funds

Profit or loss
under approval

0

0

5,628

0

(170)

0

0

45

5,458

45
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1.

Background information

Establishment and Description of the KB Guaranteed Participation Fund of KB Penzijní společnost, a.s.
The KB Guaranteed Participation Fund of KB Penzijní společnost, a.s. (hereinafter referred to as the “Fund”) was formed on the basis of
a decision by the Czech National Bank on 20 December 2012, effective from 1 January 2013.
The Fund is created by the Company for an indefinite time.
The Fund is a participation fund and is not a stand-alone legal entity. It exists within KB Penzijní společnost, a.s. (hereinafter referred to as the
“Company”), which created and manages the Fund pursuant to Act No. 427/2011 Coll., on Supplementary Pension Savings.
The Company was formed by the transformation of Penzijní fond KB, a.s. according to Section 13 of the Supplementary Pension Savings Act,
as a successor to Penzijní fond KB, a.s., which was founded by Komerční banka, a.s. in 1994. A licence for the Company’s activities, including
the Company’s activities pursuant to Act No. 426/2011 Coll., on Retirement Savings, and Act No. 427/2011 Coll., on Supplementary Pension
Savings, was provided by a decision of the CNB on 12 September 2012.
The Fund’s investment objective is to earn long-term returns on the Fund’s assets and to ensure that at the end of the investment horizon the
current value of a pension unit is at least as high as the highest value achieved during the Fund’s existence (Guaranteed Value).
The Fund is suitable for investors who would rather achieve higher returns through investment into capital markets than it is possible to achieve
on the money market or the market of conservative government bonds, but who at the same time require zero loss of their invested amount at
a concrete date in the future (the end of the investment horizon). The Fund is not suitable for investors who expect above-average returns on their
investments in equity and corporate bond markets, nor is it appropriate for investors whose investment period is significantly shorter than the
time remaining until the end of the Fund’s investment horizon. The Guaranteed Fund’s investment horizon ends 10 years after the introduction of
the Fund to the market. Within this investment horizon, the Fund’s objective is to provide payment to its participants of values corresponding to
no less than the Guaranteed Value, although the Guaranteed Value is only an investment objective. It is not assured and participants do not have
legal claim to its payment before the end of the investment horizon or even after the end of the investment horizon.
In 2013, the Fund’s assets did not surpass CZK 50 million, the amount according to the Fund’s statutes at which the Fund should begin to
fulfil its main investment objective. In the transition period, the Fund invested only into bank deposits and was managed under rules and limits
established for the transition period.
The Fund’s securities portfolio is managed by Investiční kapitálová společnost KB, a.s., a member of the Amundi Group, on the basis of
a contract with KB Penzijní společnost, a.s.
The Fund’s custodian is Česká spořitelna, a.s. (hereinafter referred to as the “Custodian”).

2.

Accounting policies and general accounting principles

The Fund’s financial statements comprise the balance sheet, income statement, statement of changes in equity and accompanying notes.
The Fund’s accounting records are maintained and the financial statements were compiled in accordance with Act No. 563/1991 Coll., on
Accounting; Czech Accounting Standards for reporting entities that maintain their accounts under Decree No. 501/2002 Coll., as subsequently
amended; and relevant regulations, measures and decrees, specifically Decree No. 501/2002 Coll. of the Ministry of Finance of the Czech
Republic, implementing certain provisions of Act No. 563/1991 Coll., on Accounting, as subsequently amended.
The accounting records are maintained in accordance with general accounting principles, in particular the historical cost valuation basis, with
certain exceptions as described in notes 2.2 and 2.3, the accruals principle and the prudence concept.
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The Fund is subject to the regulatory requirements of Act No. 427/2011 Coll., on Supplementary Pension Savings, effective from 1 January 2013,
as subsequently amended.
Section 36, para. 4 of that Act states that the asset value of participation funds managed by a pension company must reach at least CZK
50,000,000 within 24 months from the day when the licence for establishing the participation funds was granted.
The Czech National Bank will initiate administrative proceedings in relation to a pension company if the conditions set forth in Section 36, para.
4 are not met within 24 months from the day when the licence for establishing the participation fund was granted. Pursuant to Section 153,
failure to fulfil said conditions would lead to revoking the pension company’s licence to establish the participation fund.
As at the date of compiling the financial statements, the Company’s management had no information available to it which would with sufficient
reliability describe the measures the Czech National Bank would take in relation to a pension company not fulfilling the conditions of the Act.
As at 31 December 2013, the Company managed assets in the Fund in the amount of CZK 5,533,000, and it is probable that that the Fund will
not achieve the required asset value within the time established under the Act. In view of the fact that the deadline for fulfilling the conditions
expires only several days before the end of 2014, the Company is confident that possible steps leading to revocation of the licence will not be
completed during 2014.
During 2014, Penzijní společnosti Komerční banky will continue its discussions with the Czech National Bank and the Association of Pension
Companies about further steps in case the statutory conditions will not be fulfilled. In view of the aforementioned circumstances, the Company is
confident that the Fund will continue its operations for at least one year from the date of compiling these financial statements.
The amounts included in the financial statements are rounded to the nearest thousand Czech crowns (CZK thousand) unless stated otherwise.
2.1

Transaction Recognition Date

The accounting event date shall mean, in particular, the date of payment or acceptance of cash in circulation; the date of purchase or sale of
foreign exchange or foreign currency; the date of payment; the date on which the ownership or rights to another party’s assets were acquired
or disposed of; the date on which an account receivable or payable arose, was changed or terminated; the date on which assets moved within
the accounting unit; and the date on which other facts that are the subject of accounting occurred or on which the necessary documentation
supporting those facts became available or which resulted from internal conditions of the accounting unit or from special regulations.
A “regular way” purchase or sale of a financial asset (which requires the delivery of the asset within a regular time frame) is a transaction carried
out within the time frame generally established by regulation or convention in the market place concerned.
All securities held by the Fund are recognised using settlement date accounting provided that the period between the contract date and the
fulfilment of the commitment or claim arising from this contract is not longer than the period typical for the relevant type of transaction.
2.2

Securities

Upon acquisition, all securities held by the Fund are stated at fair value as at the acquisition date, which is usually the acquisition cost. Any direct
transaction costs related to the purchase are borne by the Company and are not part of the security’s acquisition cost.
For purposes of the Fund’s accounting, securities are categorised into three portfolios:
– securities at fair value through profit or loss,
– securities available for sale, and
– securities held to maturity.
Securities at Fair Value through Profit or Loss
Securities at fair value through profit or loss fall into two subcategories.
(1) Securities held for trading. Such securities were acquired or obtained with the intent that they will be sold or settled in the near future, or they
are a part of a defined portfolio of financial instruments which are jointly managed in order to generate profits on price differences in the short
term.
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(2) Securities initially recognised by the accounting unit as securities at fair value through profit or loss. Any security which is a financial asset
or security accounted for as a liability may at initial recognition be classified as a security at fair value through profit or loss, with the exception
of participation securities and interests which are not publicly traded and the fair value of which cannot be reliably estimated and of securities
issued by the Company.
In 2013, all securities held by the Fund in the “securities at fair value through profit or loss” portfolio had been included in the portfolio at initial
recognition.
Fair Value of Securities
The fair value of a security is determined as the market value published by the relevant stock exchange or another active public market. In all
other cases, the fair value is estimated as the net present value of cash flows while taking risks into account.
Securities at fair value through profit or loss are initially valued at acquisition cost and subsequently recorded at fair value. All related gains or
losses are recognised in the line “Profit or loss from financial operations”. Interest on securities at fair value through profit or loss is recorded as
interest income.
2.3

Financial Derivatives

The Fund did not conclude any financial derivatives contracts in 2013.
2.4

Receivables and Allowances

Receivables are stated at the carrying value net of allowances. Allowances are created based upon inventory taking if it is demonstrated that the
carrying valuation of assets is higher than the actual balance. The Fund recognises allowances in the expenses line for receivables past due and
receivables from the issuers of bonds arising from outstanding coupons and nominal values. The Fund makes a 100% allowance for unpaid
coupons and nominal values.
2.5

Provisions

Provisions are recognised when the Fund has a present legal or non-contractual obligation as a result of past events, it is probable that an
outflow of resources will be required to settle the obligation, and a reliable estimate of the amount of the obligation can be made.
2.6

Foreign Currency Translation

Transactions in foreign currencies during the year are translated using the daily exchange rates as announced by the Czech National Bank
(hereinafter referred to as the “CNB”) valid as at the transaction date. Assets and liabilities denominated in foreign currencies are translated into
CZK using the foreign exchange rate declared by the CNB as at the balance sheet date.
Foreign exchange rate differences arising from the revaluation of assets and liabilities denominated in foreign currencies are recorded in the line
“Profit or loss from financial operations”.
2.7

Taxation

Income Tax
Income tax expense is calculated in accordance with the provisions of the relevant law of the Czech Republic based on the statutory tax rate
and the profit reported in the income statement prepared pursuant to Czech Accounting Standards, increased or decreased by permanent and
temporary non-deductible expenses and non-taxable income. The income tax rate is 5%.
Deferred Tax
Deferred income tax is determined using the balance sheet liability method for all temporary differences arising between the tax bases for assets
and liabilities and their carrying values. Deferred income tax is calculated using the tax rates valid for the following period. A deferred tax asset is
recognised to the extent that it is probable that future taxable income will be available against which the asset can be utilised.
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Accounting Treatment for Supplementary Pension Savings Products

Participants’ assets accepted into the Fund’s current account are recorded in the line “Other liabilities” until the time of purchase. At such time
as the accepted funds are used to purchase pension units, they are recorded in a sub-account which in the chart of accounts is under the line
“Capital funds”.
When pension units are sold, the amount is reclassified from the sub-account under “Capital funds” to a sub-account which in the chart of
accounts is under the line “Other liabilities” and it is subsequently sent from the Fund’s account to the Company’s current account. After assets
from all funds have been accepted according to the client’s selected strategy, the amount is paid in a lump sum from the Company’s current
account.
State contributions are initially recorded in the Company’s accounting as payment occurs to the Company’s current account. After a state
contribution is received at the Company’s account, the assets received are distributed to participation funds according to the participant’s
selected strategy and payment is made to the individual funds’ current accounts. At the time it is received at a Fund’s current account, the
distributed state contribution is recorded in the Fund’s accounting in the same way as are assets received from participants.
2.9

Estimates and Assumptions Used in Financial Statements

The compilation of financial statements requires the management of the Company to make estimates and assumptions which influence the
amounts of assets and liabilities reported at the balance sheet date and the reported amounts of expenses and income for the reporting
period. These estimates, which particularly relate to the determination of fair values for financial instruments and the impairment of assets and
provisions, are based on the information available as at the balance sheet date.
The financial statements have been compiled based on best estimates using all relevant information available as at the date of compiling the
financial statements.
Key areas with the potential for significant differences between the actual results and the estimates include especially fair values of securities.

3.

Additional information on the balance sheet and income statement

3.1

Due from banks

(in CZK thousands)

31 Dec 2013

Current accounts

3,513

Term deposits

2,020

Total

5,533

3.2

Securities

The Fund did not purchase any securities in 2013.
3.3

Other liabilities

As at 31 December 2013, the line “Other liabilities” amounting to CZK 28,000 comprises mainly clients’ funds received into the Fund’s current
account during the last cycle in 2013 and which were not used to purchase pension units.
The Fund had no payables either subject to a lien or otherwise encumbered in 2013.
3.4

Provisions

The Fund creates provisions for paying income tax. For 2013, this provision was created in the amount of CZK 2,000 (see note 3.8).
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3.5

Equity

As at 31 December 2013, the Fund’s net asset value was CZK 5,503,000. Profit for 2013 amounted to CZK 45,000. The remaining part
comprises the line “Capital funds” amounting to CZK 5,458,000.
A “Pension Unit” represents a share in the Fund’s assets.
The “Current Value of a Pension Unit” means the Fund’s net asset value, reflecting in addition the corresponding part of standard expenses
affecting the Fund’s equity at the day the Current Value of a Pension Unit is determined, divided by the total number of Pension Units recorded
on personal pension accounts of all participants in the Fund at the day the Current Value of a Pension Unit is determined.
The standard costs affecting the Fund’s net asset value are management and performance fees and expected tax obligation as at the day the fair
values of assets and liabilities are calculated.
From the start of 2013 until 28 February 2013, management and performance fees were paid for all participation funds. Effective from 1 March
2013, the Board of Directors of KB PS agreed not to pay management and performance fees for the participation funds through all of 2013 and
that fees already allocated for the first two months would be returned in their full amount as at 1 March 2013.
Information on the amount of the Current Value of a Pension Unit of the Fund as at 31 December 2013:
Number of pension units in the Fund:
Net asset value (in CZK):
Current value of a pension unit:

5,446,050.7383
5,502,631.47
1.0104

The Fund’s performance for 2013 was a gain of 1.04%.
3.6

Interest income and interest expense

(in CZK thousands)

2013

On current accounts

3

On term deposits

3

On securities

0

Total interest income

6

3.7

Extraordinary income

On 6 December 2013, the Company provided a one-time financial subsidy to all participation funds (third pillar). The Company’s reason for
providing direct financial support to the funds lies in the fact that the amount of assets in the funds during 2013 did not reach the necessary level
which would have made it possible to fully execute the planned investment strategy and achieve such returns as under usual conditions. The
amount of the subsidy was CZK 41,000.
3.8

Income tax

The following table shows adjustments to the net profit or loss before taxes for determining the tax base:
(in CZK thousands)
Profit before tax
Additions
Subtractions
Tax base after adjustments

2013
47
0
3
44

Tax payable using 5% rate

2

Tax allowances

0

Total tax liability

2
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No deferred tax was recorded for the Fund. No temporary differences arose between the tax bases for assets and liabilities and their carrying
values in 2013.

4

Risk management framework

The investment policy defined in the Fund’s Statutes for the transformation and post- transformation periods is further detailed in the Fund’s
individual strategies. Both the investment policy and strategy – and including the setting of limits on the management of individual portfolios
– are subject to approval by the Investment Committee, which meets on a monthly basis. The Company’s Risk Management unit proposes
management limit settings within the Fund’s investment strategy and policy which are subject to approval by the Investment Committee and
management of the Company. The Company’s Risk Management unit monitors adherence to all limits defined by law, the Statutes and the
Investment Strategy. There are limits relating to interest rate, currency, equity, credit and liquidity risk.
4.1

Market risk

Market risk comprises the risks stated below and which are regularly monitored and evaluated.
a)
Interest Rate Risk
The Fund may invest into interest rate-sensitive assets. Interest rate risk, which ensues from changes in interest rates, is primarily managed by
setting the portfolio’s average duration and modified duration, which are managed by defining the maximum limit of portfolio duration.
The table below provides information as to the extent of the interest rate exposure for the Fund’s portfolio based either on the contractual
maturity date of its financial instruments or, in the case of instruments that reprice to a market rate of interest before maturity, the next repricing
date. Those assets and liabilities that do not have a contractual maturity date or are not interest-bearing are grouped into the Undefined category.
(in CZK thousands)
2013

Within 3 months

Within 1 year

From 1 to 5 years

Over 5 years

Undefined

Total

Due from banks

4,882

651

0

0

0

5,533

Total assets

4,882

651

0

0

0

5,533

0

0

0

0

5,503

5,503

Equity
Other liabilities

0

0

0

0

30

30

Total liabilities

0

0

0

0

5,533

5,533

b)
Foreign Currency Risk
The Fund’s exposure to foreign currency risk is monitored by determining the portfolio’s currency position. The Fund has a defined maximum
open position corresponding to the Fund’s policy and strategy and which is approved by the Investment Committee. In managing foreign
currency risk, the Company uses over-the-counter (OTC) derivatives in the forms of currency swaps and forwards traded on the OTC market.
Exposure to foreign currency risk is regularly monitored and evaluated.
As at 31 December 2013, the Fund holds no assets denominated in foreign currencies.
c)
Equity Risk
Equity risk is the risk of a potential loss leading to a decrease in the price of an asset (shares, collective investment fund). The Company
therefore sets limits for individual issuers and geographic diversification of assets.
As at 31 December 2013, the Fund has no investments into shares or collective investment funds.
4.2

Credit risk

Credit risk is the risk that an entity (issuer, counterparty) is not able to meet its obligations. This risk is managed through approved maximum
positions in relation to an entity (issuer, counterparty) based on said entity’s credit rating.
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4.3

Liquidity risk

Liquidity risk plays an important role in planning the Fund’s investments and available cash. The liquidity risk management system aims to
identify, measure and manage the Fund’s liquidity position. The Company regularly evaluates cash payments incoming and outgoing, and it
forecasts cash flows and available cash.
Short-term liquidity management includes decisions on the amounts and composition of liquid assets with maturity up to 7 days, decisions on
transfers of cash among individual accounts, and forecasts of cash flows within the period of one month.
The Fund holds sufficient liquid assets in its portfolio. The securities held are traded on liquid markets, and the Fund is therefore capable of
meeting its short- and long-term obligations.
The table below provides a breakout of assets, liabilities and equity in relevant maturity categories based on the remaining maturity (from the
financial statements date to contractual maturity dates). Those assets and liabilities not having a contractual maturity date are grouped together
into the Undefined category.
(in CZK thousands)
On demand
within 7 days

Within 3 months

Within 1 year

From 1 to
5 years

Over
5 years

Undefined

Total

Due from banks

3,513

1,369

651

0

0

0

5,533

Total assets

2013

3,513

1,369

651

0

0

0

5,533

Equity

0

0

0

0

0

5,503

5,503

Other liabilities

0

0

0

0

0

30

30

Total liabilities

0

0

0

0

0

5,533

5,533

4.4

Operational and legal risk

Operational and legal risks are managed in accordance with the Company’s unified policy.

5.

Off-balance sheet items, assets under management and contingent liabilities

As at 31 December 2013, the Fund managed a portfolio with a value of CZK 2,020,000.
The Fund records off balance sheet no securities transactions with a trade date in 2013 but a settlement date in 2014.
The Fund is not involved in any legal dispute.

6.

Arrangements with related parties

Assets, Liabilities and Equity
2013
(in CZK thousands)
Assets
Komerční banka, a.s.
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Expenses and Income
2013
(in CZK)
Income:
Komerční banka, a.s.

7.

2,997 Interest from current account at KB

Post-balance sheet events

No important events occurred after the balance sheet date.
These financial statements have been approved by the Board of Directors of the Company.
Compilation date
31 March 2014
Signature of the statutory representative

Pavel Jirák

Vojtěch Kubec

95

KB Penzijní společnost, a.s.

Annual Report 2013

KB Balanced Participation Fund of KB Penzijní společnost, a.s.

KB Balanced Participation Fund
of KB Penzijní společnost, a.s.

Balance sheet as at 31 December 2013
(in CZK thousands)
Assets:
Due from banks

Note

31 December 2013

3.1

13,499

of which: a) repayable on demand

8,943

b) other
Debt securities

4,556
3.2

of which: a) issued by government institutions

1,960
1,960

b) issued by other entities

0

Other assets

0

Total assets

15,459
Note

31 December 2013

Other liabilities

Liabilities and equity:

3.3

180

Provisions

3.4

6

Capital funds

3.5

15,146

Profit for the year

3.5

6

of which: a) for income tax

Total liabilities and equity

127
15,459

Off-balance sheet as at 31 December 2013
(in CZK thousands)
Note

31 December 2013

Off-balance sheet assets:
Assets received for management

5

6,541

of which: a) securities

1,960

Total off-balance sheet assets

6,541
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Income statement for the year ended 31 December
2013 (in CZK thousands)
Interest and similar income

Note

2013

3.6

14

3.7

(21)

1

of which: interest income from debt securities
Net profit or loss from financial operations
Profit from ordinary activities before taxes
Extraordinary income

(7)
140

3.8

Profit or loss for the period from extraordinary activities before taxes
Income tax

140
(6)

3.9

Net profit for the period

127

Statement of changes in equity for the year ended
31 December 2013 (in CZK thousands)
Beginning balance as at 1 January 2013
Purchase of pension units
Sale of pension units
Profit for 2013
Balance as at 31 December 2013

Capital funds

Profit or loss
under approval

0

0

15,446

0

(300)

0

0

127

15,146

127
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Notes to the financial statements for the year
ended 31 December 2013
1.

Background information

Establishment and Description of the KB Balanced Participation Fund of KB Penzijní společnost, a.s.
The KB Balanced Participation Fund of KB Penzijní společnost, a.s. (hereinafter referred to as the “Fund”) was formed on the basis of a decision
by the Czech National Bank on 20 December 2012, effective from 1 January 2013.
The Fund is created by the Company for an indefinite time.
The Fund is a participation fund and is not a stand-alone legal entity. It exists within KB Penzijní společnost, a.s. (hereinafter referred to as the
“Company”), which created and manages the Fund pursuant to Act No. 427/2011 Coll., on Supplementary Pension Savings.
The Company was formed by the transformation of Penzijní fond KB, a.s. according to Section 13 of the Supplementary Pension Savings Act,
as a successor to Penzijní fond KB, a.s., which was founded by Komerční banka, a.s. in 1994. A licence for the Company’s activities, including
the Company’s activities pursuant to Act No. 426/2011 Coll., on Retirement Savings, and Act No. 427/2011 Coll., on Supplementary Pension
Savings, was provided by a decision of the CNB on 12 September 2012.
The Fund’s investment objective is to earn returns on the Fund’s assets by investing into a balanced portfolio consisting of balanced proportions
of equities, participation certificates, bonds and deposits with the objective of enabling participants to participate in the long-term returns
potential of balanced investments.
From the perspectives of the Supplementary Pension Savings Act and the types of assets into which the Fund invests, it is a balanced
participation fund.
The Fund is suitable for investors whose knowledge of fund investing is at a quite high level. Such investors require greater returns on their
investments, which include a greater proportion of equities, although, owing to their greater aversion to risk, the bond part of the portfolio is used
to mitigate risk. These investors are prepared to understand and accept risks related to investing on equity and bond markets without statutory
limitations as to the given geographic area or sector, even though the Fund can and may prefer investment instruments from the Czech Republic
or from Central and Eastern Europe within its investment policy for reasons of geographic proximity and lower currency risk.
In 2013, the Fund’s assets did not surpass CZK 50 million, the amount according to the Fund’s statutes at which the Fund should begin to fulfil
its main investment objective. In the transition period, the Fund invested more conservatively than would correspond to its balanced profile and
was managed under rules and limits established for the transition period.
The Fund’s securities portfolio is managed by Investiční kapitálová společnost KB, a.s., a member of the Amundi Group, on the basis of
a contract with KB Penzijní společnost, a.s.
The Fund’s custodian is Česká spořitelna, a.s. (hereinafter referred to as the “Custodian”).

2.

Accounting policies and general accounting principles

The Fund’s financial statements comprise the balance sheet, income statement, statement of changes in equity, off-balance sheet, and
accompanying notes.
The Fund’s accounting records are maintained and the financial statements were compiled in accordance with Act No. 563/1991 Coll., on
Accounting; Czech Accounting Standards for reporting entities that maintain their accounts under Decree No. 501/2002 Coll., as subsequently
amended; and relevant regulations, measures and decrees, specifically Decree No. 501/2002 Coll. of the Ministry of Finance of the Czech
Republic, implementing certain provisions of Act No. 563/1991 Coll., on Accounting, as subsequently amended.
The accounting records are maintained in accordance with general accounting principles, in particular the historical cost valuation basis, with
certain exceptions as described in notes 2.2 and 2.3, the accruals principle and the prudence concept.
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The Fund is subject to the regulatory requirements of Act No. 427/2011 Coll., on Supplementary Pension Savings, effective from 1 January 2013,
as subsequently amended.
Section 36, para. 4 of that Act states that the asset value of participation funds managed by a pension company must reach at least
CZK 50,000,000 within 24 months from the day when the licence for establishing the participation funds was granted.
The Czech National Bank will initiate administrative proceedings in relation to a pension company if the conditions set forth in Section 36, para.
4 are not met within 24 months from the day when the licence for establishing the participation fund was granted. Pursuant to Section 153,
failure to fulfil said conditions would lead to revoking the pension company’s licence to establish the participation fund.
As at the date of compiling the financial statements, the Company’s management had no information available to it which would with sufficient
reliability describe the measures the Czech National Bank would take in relation to a pension company not fulfilling the conditions of the Act.
As at 31 December 2013, the Company managed assets in the Fund in the amount of CZK 15,459,000 and expects that the Fund will achieve
the required asset value within the time established under the Act. To establish this expectation, the Company’s management drew from
historical and planned sales as well as the historical amount of participants’ contributions under existing contracts. The required value should be
achieved even when using conservative parameters for the amounts of contributions and new sales.
In view of the aforementioned facts, the Company’s management presumes that the Fund will continue its operations as a reporting entity with
an unlimited period of existence, and the Fund’s financial statements have been compiled on this basis.
The amounts included in the financial statements are rounded to the nearest thousand Czech crowns (CZK thousand) unless stated otherwise.
2.1

Transaction Recognition Date

The accounting event date shall mean, in particular, the date of payment or acceptance of cash in circulation; the date of purchase or sale of
foreign exchange or foreign currency; the date of payment; the date on which the ownership or rights to another party’s assets were acquired
or disposed of; the date on which an account receivable or payable arose, was changed or terminated; the date on which assets moved within
the accounting unit; and the date on which other facts that are the subject of accounting occurred or on which the necessary documentation
supporting those facts became available or which resulted from internal conditions of the accounting unit or from special regulations.
A “regular way” purchase or sale of a financial asset (which requires the delivery of the asset within a regular time frame) is a transaction carried
out within the time frame generally established by regulation or convention in the market place concerned.
All securities held by the Fund are recognised using settlement date accounting provided that the period between the contract date and the
fulfilment of the commitment or claim arising from this contract is not longer than the period typical for the relevant type of transaction.
2.2

Securities

Upon acquisition, all securities held by the Fund are stated at fair value as at the acquisition date, which is usually the acquisition cost. Any direct
transaction costs related to the purchase are borne by the Company and are not part of the security’s acquisition cost.
For purposes of the Fund’s accounting, securities are categorised into three portfolios:
– securities at fair value through profit or loss,
– securities available for sale, and
– securities held to maturity.
Securities at Fair Value through Profit or Loss
Securities at fair value through profit or loss fall into two subcategories.
(1) Securities held for trading. Such securities were acquired or obtained with the intent that they will be sold or settled in the near future, or they are
a part of a defined portfolio of financial instruments which are jointly managed in order to generate profits on price differences in the short term.
(2) Securities initially recognised by the accounting unit as securities at fair value through profit or loss. Any security which is a financial asset
or security accounted for as a liability may at initial recognition be classified as a security at fair value through profit or loss, with the exception
of participation securities and interests which are not publicly traded and the fair value of which cannot be reliably estimated and of securities
issued by the Company.
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In 2013, all securities held by the Fund in the “securities at fair value through profit or loss” portfolio had been included in the portfolio at initial
recognition.
Fair Value of Securities
The fair value of a security is determined as the market value published by the relevant stock exchange or another active public market. In all
other cases, the fair value is estimated as the net present value of cash flows while taking risks into account.
Securities at fair value through profit or loss are initially valued at acquisition cost and subsequently recorded at fair value. All related gains or
losses are recognised in the line “Profit or loss from financial operations”. Interest on securities at fair value through profit or loss is recorded as
interest income.
2.3

Financial Derivatives

The Fund did not conclude any financial derivatives contracts in 2013.
2.4

Receivables and Allowances

Receivables are stated at the carrying value net of allowances. Allowances are created based upon inventory taking if it is demonstrated that the
carrying valuation of assets is higher than the actual balance. The Fund recognises allowances in the expenses line for receivables past due and
receivables from the issuers of bonds arising from outstanding coupons and nominal values. The Fund makes a 100% allowance for unpaid
coupons and nominal values.
2.5

Provisions

Provisions are recognised when the Fund has a present legal or non-contractual obligation as a result of past events, it is probable that an
outflow of resources will be required to settle the obligation, and a reliable estimate of the amount of the obligation can be made.
2.6

Foreign Currency Translation

Transactions in foreign currencies during the year are translated using the daily exchange rates as announced by the Czech National Bank
(hereinafter referred to as the “CNB”) valid as at the transaction date. Assets and liabilities denominated in foreign currencies are translated into
CZK using the foreign exchange rate declared by the CNB as at the balance sheet date.
Foreign exchange rate differences arising from the revaluation of assets and liabilities denominated in foreign currencies are recorded in the line
“Profit or loss from financial operations”.
2.7

Taxation

Income Tax
Income tax expense is calculated in accordance with the provisions of the relevant law of the Czech Republic based on the statutory tax rate
and the profit reported in the income statement prepared pursuant to Czech Accounting Standards, increased or decreased by permanent and
temporary non-deductible expenses and non-taxable income. The income tax rate is 5%.
Deferred Tax
Deferred income tax is determined using the balance sheet liability method for all temporary differences arising between the tax bases for assets
and liabilities and their carrying values.
Deferred income tax is calculated using the tax rates valid for the following period.
The principal temporary differences arise from securities revaluation and tax losses carried forward. A deferred tax asset is recognised to the
extent that it is probable that future taxable income will be available against which the asset can be utilised.
Deferred tax arising from the revaluation of available-for-sale securities at fair value recognised directly in equity is also reported in equity.
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Accounting Treatment for Supplementary Pension Savings Products

Participants’ assets accepted into the Fund’s current account are recorded in the line “Other liabilities” until the time of purchase. At such time
as the accepted funds are used to purchase pension units, they are recorded in a sub-account which in the chart of accounts is under the line
“Capital funds”.
When pension units are sold, the amount is reclassified from the sub-account under “Capital funds” to a sub-account which in the chart of
accounts is under the line “Other liabilities” and it is subsequently sent from the Fund’s account to the Company’s current account. After assets
from all funds have been accepted according to the client’s selected strategy, the amount is paid in a lump sum from the Company’s current
account.
State contributions are initially recorded in the Company’s accounting as payment occurs to the Company’s current account. After a state
contribution is received at the Company’s account, the assets received are distributed to participation funds according to the participant’s
selected strategy and payment is made to the individual funds’ current accounts. At the time it is received at a Fund’s current account, the
distributed state contribution is recorded in the Fund’s accounting in the same way as are assets received from participants.
2.9

Estimates and Assumptions Used in Financial Statements

The compilation of financial statements requires the management of the Company to make estimates and assumptions which influence the
amounts of assets and liabilities reported at the balance sheet date and the reported amounts of expenses and income for the reporting
period. These estimates, which particularly relate to the determination of fair values for financial instruments and the impairment of assets and
provisions, are based on the information available as at the balance sheet date.
The financial statements have been compiled based on best estimates using all relevant information available as at the date of compiling the
financial statements.
Key areas with the potential for significant differences between the actual results and the estimates include especially fair values of securities.

3.

Additional information on the balance sheet and income statement

3.1

Due from banks

(in CZK thousands)

31 Dec 2013

Current accounts

8,943

Term deposits

4,556

Total

3.2

13,499

Securities

Securities are held in the portfolio of securities at fair value through profit or loss. Debt securities comprised 100% of the total value of securities
as at 1 January 2013 and 31 December 2013.
Debt securities held in the portfolio consist of fixed-rate Czech government bonds with denominated in CZK and traded on the main or
subsidiary market of the Prague Stock Exchange.
3.3

Other liabilities

As at 31 December 2013, the line “Other liabilities” amounting to CZK 180,000 comprises mainly clients’ funds received into the Fund’s current
account during the last cycle in 2013 and which were not used to purchase pension units.
The Fund had no payables either subject to a lien or otherwise encumbered in 2013.
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3.4

Provisions

The Fund creates provisions for paying income tax. For 2013, this provision was created in the amount of CZK 6,000 (see note 3.9).
3.5

Equity

As at 31 December 2013, the Fund’s net asset value was CZK 15,273,000. Profit for 2013 amounted to CZK 127,000. The remaining part
comprises the line “Capital funds” amounting to CZK 15,146,000.
A “Pension Unit” represents a share in the Fund’s assets.
The “Current Value of a Pension Unit” means the Fund’s net asset value, reflecting in addition the corresponding part of standard expenses
affecting the Fund’s equity at the day the Current Value of a Pension Unit is determined, divided by the total number of Pension Units recorded
on personal pension accounts of all participants in the Fund at the day the Current Value of a Pension Unit is determined.
The standard costs affecting the Fund’s net asset value are management and performance fees and expected tax obligation as at the day the fair
values of assets and liabilities are calculated.
From the start of 2013 until 28 February 2013, management and performance fees were paid for all participation funds. Effective from 1 March
2013, the Board of Directors of KB PS agreed not to pay management and performance fees for the participation funds through all of 2013 and
that fees already allocated for the first two months would be returned in their full amount as at 1 March 2013.
Information on the amount of the Current Value of a Pension Unit of the Fund as at 31 December 2013:
Number of pension units in the Fund:
Net asset value (in CZK):
Current value of a pension unit:

15,111,219.6105
15,273,078.44
1.0107

The Fund’s performance for 2013 was a gain of 1.07%.
3.6

Interest income and interest expense

(in CZK thousands)

2013

On current accounts

7

On term deposits

6

On securities
Total interest income

3.7

1
14

Profit or loss from financial operations

(in CZK thousands)
Profit from securities trading

2013
0

Losses/gains from changes in fair values of securities

(21)

Net profit or loss from financial operations

(21)

No sales of securities were carried out in 2013.
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Extraordinary income

On 6 December 2013, KB Penzijní společnost, a.s. provided a one-time financial subsidy to all participation funds (third pillar). The Company’s
reason for providing direct financial support to the funds lies in the fact that the amount of assets in the funds during 2013 did not reach the
necessary level which would have made it possible to fully execute the planned investment strategy and achieve such returns as under usual
conditions. The amount of the subsidy was CZK 140,000.
3.9

Income tax

The following table shows adjustments to the net profit or loss before taxes for determining the tax base:
(in CZK thousands)

2013

Profit before tax

133

Additions

2

Subtractions

9

Tax base after adjustments

126

Tax payable using 5% rate

6

Tax allowances

0

Total tax liability

6

No deferred tax was recorded for the Fund. No temporary differences arose between the tax bases for assets and liabilities and their carrying
values in 2013.

4.

Risk management framework

The investment policy defined in the Fund’s Statutes for the transformation and post- transformation periods is further detailed in the Fund’s
individual strategies. Both the investment policy and strategy – and including the setting of limits on the management of individual portfolios
– are subject to approval by the Investment Committee, which meets on a monthly basis. The Company’s Risk Management unit proposes
management limit settings within the Fund’s investment strategy and policy which are subject to approval by the Investment Committee and
management of the Company. The Company’s Risk Management unit monitors adherence to all limits defined by law, the Statutes and the
Investment Strategy. There are limits relating to interest rate, currency, equity, credit and liquidity risk.
4.1

Market risk

Market risk comprises the risks stated below and which are regularly monitored and evaluated.
a)
Interest Rate Risk
The Fund may invest into interest rate-sensitive assets. Interest rate risk, which ensues from changes in interest rates, is primarily managed by
setting the portfolio’s average duration and modified duration, which are managed by defining the maximum limit of portfolio duration.
The table below provides information as to the extent of the interest rate exposure for the Fund’s portfolio based either on the contractual
maturity date of its financial instruments or, in the case of instruments that reprice to a market rate of interest before maturity, the next repricing
date. Those assets and liabilities that do not have a contractual maturity date or are not interest-bearing are grouped into the Undefined category.
(in CZK thousands)
2013
Due from banks
Debt securities

Within 3 months

Within 1 year

From 1 to 5 years

Over 5 years

Undefined

Total

12,198

1,301

0

0

0

13,499

0

0

1,062

898

0

1,960

12,198

1,301

1,062

898

0

15,459

Equity

0

0

0

0

15,273

15,273

Other liabilities

0

0

0

0

186

186

Total liabilities

0

0

0

0

15,459

15,459

Total assets
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b)
Foreign Currency Risk
The Fund’s exposure to foreign currency risk is monitored by determining the portfolio’s currency position. The Fund has a defined maximum
open position corresponding to the Fund’s policy and strategy and which is approved by the Investment Committee. In managing foreign
currency risk, the Company uses over-the-counter (OTC) derivatives in the forms of currency swaps and forwards traded on the OTC market.
Exposure to foreign currency risk is regularly monitored and evaluated.
As at 31 December 2013, the Fund holds no assets denominated in foreign currencies.
c)
Equity Risk
Equity risk is the risk of a potential loss leading to a decrease in the price of an asset (shares, collective investment fund). The Company
therefore sets limits for individual issuers and geographic diversification of assets.
As at 31 December 2013, the Fund has no investments into shares or collective investment funds.
4.2

Credit risk

Credit risk is the risk that an entity (issuer, counterparty) is not able to meet its obligations. This risk is managed through approved maximum
positions in relation to an entity (issuer, counterparty) based on said entity’s credit rating.
4.3

Liquidity risk

Liquidity risk plays an important role in planning the Fund’s investments and available cash. The liquidity risk management system aims to
identify, measure and manage the Fund’s liquidity position. The Company regularly evaluates cash payments incoming and outgoing, and it
forecasts cash flows and available cash.
Short-term liquidity management includes decisions on the amounts and composition of liquid assets with maturity up to 7 days, decisions on
transfers of cash among individual accounts, and forecasts of cash flows within the period of one month.
The Fund holds sufficient liquid assets in its portfolio. The securities held are traded on liquid markets, and the Fund is therefore capable of
meeting its short- and long-term obligations.
The table below provides a breakout of assets, liabilities and equity in relevant maturity categories based on the remaining maturity (from the
financial statements date to contractual maturity dates). Those assets and liabilities not having a contractual maturity date are grouped together
into the Undefined category.
(in CZK thousands)
On demand
within 7 days Within 3 months

2013
Due from banks

8,943

Debt securities
Total assets

3,255

Within 1 year

From 1 to 5
years

Over 5 years

Undefined

Total

1,301

0

0

0

13,499

0

0

17

1,047

896

0

1,960

8,943

3,255

1,318

1,047

896

0

15,459

0

0

0

0

0

15,273

15,273

Equity
Other liabilities

0

0

0

0

0

186

186

Total liabilities

0

0

0

0

0

15,459

15,459

4.4

Operational and legal risk

Operational and legal risks are managed in accordance with the Company’s unified policy.
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Off-balance sheet items, assets under management and contingent liabilities

As at 31 December 2013, the Fund managed a portfolio with a value of CZK 6,541,000.
The Fund records off balance sheet no securities transactions with a trade date in 2013 but a settlement date in 2014.
The Fund is not involved in any legal dispute.

6.

Arrangements with related parties

Assets, Liabilities and Equity
2013
(in CZK thousands)
Assets:
Komerční banka, a.s.

6,980 Current account at KB

Expenses and Income
2013
(in CZK)
Income:
Komerční banka, a.s.

7.

6,488 Interest from current account at KB

Post-balance sheet events

No important events occurred after the balance sheet date.
These financial statements have been approved by the Board of Directors of the Company.
Compilation date
31 March 2014

Signature of the statutory representative

Pavel Jirák

Vojtěch Kubec
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Balance sheet as at 31 December 2013
(in CZK thousands)
Assets:
Due from banks

Note

31 December 2013

3.1

9,996

of which: a) repayable on demand

7,894

b) other
Debt securities

2,102
3.2

of which: a) issued by government institutions

5,599

b) issued by other entities

0

Total assets
Liabilities and equity:

5,599

15,595
Note

31 December 2013

Other liabilities

3.3

188

Provisions

3.4

14

Capital funds

3.5

15,124

Profit for the year

3.5

269

of which: a) for income tax

14

Total liabilities and equity

15,595

Off-balance sheet as at 31 December 2013
(in CZK thousands)
Note

31 December 2013

5

7,826

Off-balance sheet assets:
Assets received for management
of which: a) securities

5,599

Total off-balance sheet assets

7,826
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Income statement for the year ended
31 December 2013 (in CZK thousands)
Interest and similar income

Note

2013

3.6

16

3.7

(64)

of which: interest income from debt securities
Net profit or loss from financial operations

2

Profit from ordinary activities before taxes
Extraordinary income

(47)
3.8

330

3.9

(14)

Profit or loss for the period from extraordinary activities before taxes
Income tax

330

Net profit for the period

269

Statement of changes in equity for the year ended
31 December 2013 (in CZK thousands)
Beginning balance as at 1 January 2013
Purchase of pension units
Sale of pension units
Profit for 2013
Balance as at 31 December 2013

Capital funds

Profit or loss
under approval

0

0

15,729

0

(605)

0

0

269

15,124

269
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Notes to the financial statements for the year
ended 31 December 2013
1.

Background information

Establishment and Description of the KB Dynamic Participation Fund of KB Penzijní společnost, a.s.
The KB Dynamic Participation Fund of KB Penzijní společnost, a.s. (hereinafter referred to as the “Fund”) was formed on the basis of a decision
by the Czech National Bank on 20 December 2012, effective from 1 January 2013.
The Fund is created by the Company for an indefinite time.
The Fund is a participation fund and is not a stand-alone legal entity. It exists within KB Penzijní společnost, a.s. (hereinafter referred to as the
“Company”), which created and manages the Fund pursuant to Act No. 427/2011 Coll., on Supplementary Pension Savings.
The Company was formed by the transformation of Penzijní fond KB, a.s. according to Section 13 of the Supplementary Pension Savings Act,
as a successor to Penzijní fond KB, a.s., which was founded by Komerční banka, a.s. in 1994. A licence for the Company’s activities, including
the Company’s activities pursuant to Act No. 426/2011 Coll., on Retirement Savings, and Act No. 427/2011 Coll., on Supplementary Pension
Savings, was provided by a decision of the CNB on 12 September 2012.
The Fund’s investment objective is to earn returns on the Fund’s assets by investing into a dynamic portfolio consisting mainly of a higher
proportion of equities and participation certificates but also to include bonds and money market instruments from OECD countries, international
financial institutions and issuers with ratings at or above a determined rating, thereby enabling participants to participate in the long-term returns
potential of dynamic investments.
From the perspectives of the Supplementary Pension Savings Act and the types of assets into which the Fund invests, it is a dynamic
participation fund.
The Fund is suitable for investors with longer experience in fund investing and who are not averse to risk. Such investors are aware that the
Fund’s portfolio is characterised by higher volatility in the value of its investments which it is possible to eliminate by holding them over the long
term. Investors in the Fund require high returns on their investments and are able to understand and accept risks related to investing on equity
and bond markets without statutory limitations as to the given geographic area or sector, even though the Fund can and may prefer investment
instruments from the Czech Republic or from Central and Eastern Europe within its investment policy for reasons of geographic proximity and
lower currency risk.
In 2013, the Fund’s assets did not surpass CZK 50 million, the amount according to the Fund’s statutes at which the Fund should begin to fulfil
its main investment objective. In the transition period, the Fund invested more conservatively than would correspond to its dynamic profile and
was managed under rules and limits established for the transition period.
The Fund’s securities portfolio is managed by Investiční kapitálová společnost KB, a.s., a member of the Amundi Group, on the basis of
a contract with KB Penzijní společnost, a.s.
The Fund’s custodian is Česká spořitelna, a.s. (hereinafter referred to as the “Custodian”).

2.

Accounting policies and general accounting principles

The Fund’s financial statements comprise the balance sheet, income statement, statement of changes in equity, off-balance sheet, and
accompanying notes.
The Fund’s accounting records are maintained and the financial statements were compiled in accordance with Act No. 563/1991 Coll., on
Accounting; Czech Accounting Standards for reporting entities that maintain their accounts under Decree No. 501/2002 Coll., as subsequently
amended; and relevant regulations, measures and decrees, specifically Decree No. 501/2002 Coll. of the Ministry of Finance of the Czech
Republic, implementing certain provisions of Act No. 563/1991 Coll., on Accounting, as subsequently amended.
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The accounting records are maintained in accordance with general accounting principles, in particular the historical cost valuation basis, with
certain exceptions as described in notes 2.2 and 2.3, the accruals principle and the prudence concept.
The Fund is subject to the regulatory requirements of Act No. 427/2011 Coll., on Supplementary Pension Savings, effective from 1 January 2013,
as subsequently amended.
Section 36, para. 4 of that Act states that the asset value of participation funds managed by a pension company must reach at least
CZK 50,000,000 within 24 months from the day when the licence for establishing the participation funds was granted.
The Czech National Bank will initiate administrative proceedings in relation to a pension company if the conditions set forth in Section 36, para.
4 are not met within 24 months from the day when the licence for establishing the participation fund was granted. Pursuant to Section 153,
failure to fulfil said conditions would lead to revoking the pension company’s licence to establish the participation fund.
As at the date of compiling the financial statements, the Company’s management had no information available to it which would with sufficient
reliability describe the measures the Czech National Bank would take in relation to a pension company not fulfilling the conditions of the Act.
As at 31 December 2013, the Company managed assets in the Fund in the amount of CZK 15,595,000 and expects that the Fund will achieve
the required asset value within the time established under the Act. To establish this expectation, the Company’s management drew from
historical and planned sales as well as the historical amount of participants’ contributions under existing contracts. The required value should be
achieved even when using conservative parameters for the amounts of contributions and new sales.
In view of the aforementioned facts, the Company’s management presumes that the Fund will continue its operations as a reporting entity with
an unlimited period of existence, and the Fund’s financial statements have been compiled on this basis.
The amounts included in the financial statements are rounded to the nearest thousand Czech crowns (CZK thousand) unless stated otherwise.
2.1

Transaction Recognition Date

The accounting event date shall mean, in particular, the date of payment or acceptance of cash in circulation; the date of purchase or sale of
foreign exchange or foreign currency; the date of payment; the date on which the ownership or rights to another party’s assets were acquired
or disposed of; the date on which an account receivable or payable arose, was changed or terminated; the date on which assets moved within
the accounting unit; and the date on which other facts that are the subject of accounting occurred or on which the necessary documentation
supporting those facts became available or which resulted from internal conditions of the accounting unit or from special regulations.
A “regular way” purchase or sale of a financial asset (which requires the delivery of the asset within a regular time frame) is a transaction carried
out within the time frame generally established by regulation or convention in the market place concerned.
All securities held by the Fund are recognised using settlement date accounting provided that the period between the contract date and the
fulfilment of the commitment or claim arising from this contract is not longer than the period typical for the relevant type of transaction.
2.2

Securities

Upon acquisition, all securities held by the Fund are stated at fair value as at the acquisition date, which is usually the acquisition cost. Any direct
transaction costs related to the purchase are borne by the Company and are not part of the security’s acquisition cost.
For purposes of the Fund’s accounting, securities are categorised into three portfolios:
– securities at fair value through profit or loss,
– securities available for sale, and
– securities held to maturity.
Securities at Fair Value through Profit or Loss
Securities at fair value through profit or loss fall into two subcategories.
(1) Securities held for trading. Such securities were acquired or obtained with the intent that they will be sold or settled in the near future, or they
are a part of a defined portfolio of financial instruments which are jointly managed in order to generate profits on price differences in the short
term.
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(2) Securities initially recognised by the accounting unit as securities at fair value through profit or loss. Any security which is a financial asset
or security accounted for as a liability may at initial recognition be classified as a security at fair value through profit or loss, with the exception
of participation securities and interests which are not publicly traded and the fair value of which cannot be reliably estimated and of securities
issued by the Company.
In 2013, all securities held by the Fund in the “securities at fair value through profit or loss” portfolio had been included in the portfolio at initial
recognition.
Fair Value of Securities
The fair value of a security is determined as the market value published by the relevant stock exchange or another active public market. In all
other cases, the fair value is estimated as the net present value of cash flows while taking risks into account.
Securities at fair value through profit or loss are initially valued at acquisition cost and subsequently recorded at fair value. All related gains or
losses are recognised in the line “Profit or loss from financial operations”. Interest on securities at fair value through profit or loss is recorded as
interest income.
2.3

Financial Derivatives

The Fund did not conclude any financial derivatives contracts in 2013.
2.4

Receivables and Allowances

Receivables are stated at the carrying value net of allowances. Allowances are created based upon inventory taking if it is demonstrated that the
carrying valuation of assets is higher than the actual balance. The Fund recognises allowances in the expenses line for receivables past due and
receivables from the issuers of bonds arising from outstanding coupons and nominal values. The Fund makes a 100% allowance for unpaid
coupons and nominal values.
2.5

Provisions

Provisions are recognised when the Fund has a present legal or non-contractual obligation as a result of past events, it is probable that an
outflow of resources will be required to settle the obligation, and a reliable estimate of the amount of the obligation can be made.
2.6

Foreign Currency Translation

Transactions in foreign currencies during the year are translated using the daily exchange rates as announced by the Czech National Bank
(hereinafter referred to as the “CNB”) valid as at the transaction date. Assets and liabilities denominated in foreign currencies are translated into
CZK using the foreign exchange rate declared by the CNB as at the balance sheet date.
Foreign exchange rate differences arising from the revaluation of assets and liabilities denominated in foreign currencies are recorded in the line
“Profit or loss from financial operations”.
2.7

Taxation

Income Tax
Income tax expense is calculated in accordance with the provisions of the relevant law of the Czech Republic based on the statutory tax rate
and the profit reported in the income statement prepared pursuant to Czech Accounting Standards, increased or decreased by permanent and
temporary non-deductible expenses and non-taxable income. The income tax rate is 5%.
Deferred Tax
Deferred income tax is determined using the balance sheet liability method for all temporary differences arising between the tax bases for assets
and liabilities and their carrying values.
Deferred income tax is calculated using the tax rates valid for the following period.
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The principal temporary differences arise from securities revaluation and tax losses carried forward. A deferred tax asset is recognised to the
extent that it is probable that future taxable income will be available against which the asset can be utilised.
Deferred tax arising from the revaluation of available-for-sale securities at fair value recognised directly in equity is also reported in equity.
2.8

Accounting Treatment for Supplementary Pension Savings Products

Participants’ assets accepted into the Fund’s current account are recorded in the line “Other liabilities” until the time of purchase. At such time
as the accepted funds are used to purchase pension units, they are recorded in a sub-account which in the chart of accounts is under the line
“Capital funds”.
When pension units are sold, the amount is reclassified from the sub-account under “Capital funds” to a sub-account which in the chart of
accounts is under the line “Other liabilities” and it is subsequently sent from the Fund’s account to the Company’s current account. After assets
from all funds have been accepted according to the client’s selected strategy, the amount is paid in a lump sum from the Company’s current
account.
State contributions are initially recorded in the Company’s accounting as payment occurs to the Company’s current account. After a state
contribution is received at the Company’s account, the assets received are distributed to participation funds according to the participant’s
selected strategy and payment is made to the individual funds’ current accounts. At the time it is received at a Fund’s current account, the
distributed state contribution is recorded in the Fund’s accounting in the same way as are assets received from participants.
2.9

Estimates and Assumptions Used in Financial Statements

The compilation of financial statements requires the management of the Company to make estimates and assumptions which influence the
amounts of assets and liabilities reported at the balance sheet date and the reported amounts of expenses and income for the reporting
period. These estimates, which particularly relate to the determination of fair values for financial instruments and the impairment of assets and
provisions, are based on the information available as at the balance sheet date.
The financial statements have been compiled based on best estimates using all relevant information available as at the date of compiling the
financial statements.
Key areas with the potential for significant differences between the actual results and the estimates include especially fair values of securities.

3.

Additional information on the balance sheet and income statement

3.1

Due from banks

(in CZK thousands)

31 Dec 2013

Current accounts

7,894

Term deposits

2,102

Total

9,996

3.2

Securities

Securities are held in the portfolio of securities at fair value through profit or loss. Debt securities comprised 100% of the total value of securities
as at 1 January 2013 and 31 December 2013.
Debt securities held in the portfolio consist of fixed-rate Czech government bonds denominated in CZK and traded on the main or subsidiary
market of the Prague Stock Exchange.
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3.3

Other liabilities

As at 31 December 2013, the line “Other liabilities” amounting to CZK 188,000 comprises mainly clients’ funds received into the Fund’s current
account during the last cycle in 2013 and which were not used to purchase pension units.
The Fund had no payables either subject to a lien or otherwise encumbered in 2013.
3.4

Provisions

The Fund creates provisions for paying income tax. For 2013, this provision was created in the amount of CZK 14,000 (see note 3.9).
3.5

Equity

As at 31 December 2013, the Fund’s net asset value was CZK 15,393,000. Profit for 2013 amounted to CZK 269,000. The remaining part
comprises the line “Capital funds” amounting to CZK 15,124,000.
A “Pension Unit” represents a share in the Fund’s assets.
The “Current Value of a Pension Unit” means the Fund’s net asset value, reflecting in addition the corresponding part of standard expenses
affecting the Fund’s equity at the day the Current Value of a Pension Unit is determined, divided by the total number of Pension Units recorded
on personal pension accounts of all participants in the Fund at the day the Current Value of a Pension Unit is determined.
The standard costs affecting the Fund’s net asset value are management and performance fees and expected tax obligation as at the day the fair
values of assets and liabilities are calculated.
From the start of 2013 until 28 February 2013, management and performance fees were paid for all participation funds. Effective from 1 March
2013, the Board of Directors of KB PS agreed not to pay management and performance fees for the participation funds through all of 2013 and
that fees already allocated for the first two months would be returned in their full amount as at 1 March 2013.
Information on the amount of the Current Value of a Pension Unit of the Fund as at 31 December 2013:
Number of pension units in the Fund:
Net asset value (in CZK):
Current value of a pension unit:

15,069,662.078
15,393,029.02
1.0215

The Fund’s performance for 2013 was a gain of 2.15%.
3.6

Interest income and interest expense

(in CZK thousands)

2013

On current accounts

10

On term deposits
On securities
Total interest income

3.7

4
2
16

Net profit or loss from financial operations

(in CZK thousands)
Profit from securities trading

2013
0

Losses/gains from changes in fair values of securities

(64)

Net profit or loss from financial operations

(64)

No sales of securities were carried out in 2013.
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Extraordinary income

On 6 December 2013, KB Penzijní společnost, a.s. provided a one-time financial subsidy to all participation funds (third pillar). The Company’s
reason for providing direct financial support to the funds lies in the fact that the amount of assets in the funds during 2013 did not reach the
necessary level which would have made it possible to fully execute the planned investment strategy and achieve such returns as under usual
conditions. The amount of the subsidy was CZK 330,000.
3.9

Income tax

The following table shows adjustments to the net profit or loss before taxes for determining the tax base:
(in CZK thousands)

2013

Profit before tax

283

Additions

1

Subtractions

7

Tax base after adjustments

277

Tax payable using 5% rate

14

Tax allowances

0

Total tax liability

14

No deferred tax was recorded for the Fund. No temporary differences arose between the tax bases for assets and liabilities and their carrying
values in 2013.

4.

Risk management framework

The investment policy defined in the Fund’s Statutes for the transformation and post- transformation periods is further detailed in the Fund’s
individual strategies. Both the investment policy and strategy – and including the setting of limits on the management of individual portfolios
– are subject to approval by the Investment Committee, which meets on a monthly basis. The Company’s Risk Management unit proposes
management limit settings within the Fund’s investment strategy and policy which are subject to approval by the Investment Committee and
management of the Company. The Company’s Risk Management unit monitors adherence to all limits defined by law, the Statutes and the
Investment Strategy. There are limits relating to interest rate, currency, equity, credit and liquidity risk.
4.1

Market risk

Market risk comprises the risks stated below and which are regularly monitored and evaluated.
a)
Interest Rate Risk
The Fund may invest into interest rate-sensitive assets. Interest rate risk, which ensues from changes in interest rates, is primarily managed by
setting the portfolio’s average duration and modified duration, which are managed by defining the maximum limit of portfolio duration.
The table below provides information as to the extent of the interest rate exposure for the Fund’s portfolio based either on the contractual
maturity date of its financial instruments or, in the case of instruments that reprice to a market rate of interest before maturity, the next repricing
date. Those assets and liabilities that do not have a contractual maturity date or are not interest-bearing are grouped into the Undefined category.
(in CZK thousands)
2013

Within 3 months

Within 1 year

From 1 to 5 years

8,995

1,001

0

0

8,995

Equity
Other liabilities
Total liabilities

Due from banks
Debt securities
Total assets

Over 5 years

Undefined

Total

0

0

0

9,996

0

5,599

0

5,599

1,001

0

5,599

0

15,595

0

0

0

0

15,393

15,393

0

0

0

0

202

202

0

0

0

0

15,595

15,595
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b)
Foreign Currency Risk
The Fund’s exposure to foreign currency risk is monitored by determining the portfolio’s currency position. The Fund has a defined maximum
open position corresponding to the Fund’s policy and strategy and which is approved by the Investment Committee. In managing foreign
currency risk, the Company uses over-the-counter (OTC) derivatives in the forms of currency swaps and forwards traded on the OTC market.
Exposure to foreign currency risk is regularly monitored and evaluated.
As at 31 December 2013, the Fund holds no assets denominated in foreign currencies.
c)
Equity Risk
Equity risk is the risk of a potential loss leading to a decrease in the price of an asset (shares, collective investment fund). The Company
therefore sets limits for individual issuers and geographic diversification of assets.
As at 31 December 2013, the Fund has no investments into shares or collective investment funds.
4.2

Credit risk

Credit risk is the risk that an entity (issuer, counterparty) is not able to meet its obligations. This risk is managed through approved maximum
positions in relation to an entity (issuer, counterparty) based on said entity’s credit rating.
4.3

Liquidity risk

Liquidity risk plays an important role in planning the Fund’s investments and available cash. The liquidity risk management system aims to
identify, measure and manage the Fund’s liquidity position. The Company regularly evaluates cash payments incoming and outgoing, and it
forecasts cash flows and available cash.
Short-term liquidity management includes decisions on the amounts and composition of liquid assets with maturity up to 7 days, decisions on
transfers of cash among individual accounts, and forecasts of cash flows within the period of one month.
The Fund holds sufficient liquid assets in its portfolio. The securities held are traded on liquid markets, and the Fund is therefore capable of
meeting its short- and long-term obligations.
The table below provides a breakout of assets, liabilities and equity in relevant maturity categories based on the remaining maturity (from the
financial statements date to contractual maturity dates). Those assets and liabilities not having a contractual maturity date are grouped together
into the Undefined category.
(in CZK thousands)
2013
Due from banks
Debt securities

On demand
within 7 days

Within 3 months

Within 1 year

From 1 to 5
years

Over 5 years

Undefined

Total

7,894

1,101

1,001

0

0

0

9,996

0

0

21

0

5,578

0

5,599

7,894

1,101

1,022

0

5,578

0

15,595

Equity

0

0

0

0

0

15,393

15,393

Other liabilities

0

0

0

0

0

202

202

Total liabilities

0

0

0

0

0

15,595

15,595

Total assets

4.4

Operational and legal risk

Operational and legal risks are managed in accordance with the Company’s unified policy.
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Off-balance sheet items, assets under management and contingent liabilities

As at 31 December 2013, the Fund managed a portfolio with a value of CZK 7,826,000.
The Fund records off balance sheet no securities transactions with a trade date in 2013 but a settlement date in 2014.
The Fund is not involved in any legal dispute.

6.

Arrangements with related parties

Assets, Liabilities and Equity
2013
(in CZK thousands)
Assets:
Komerční banka, a.s.

6,672 Current account at KB

Expenses and Income
2013
(in CZK)
Income:
Komerční banka, a.s.

7.

8,414 Interest from current account at KB

Post-balance sheet events

No important events occurred after the balance sheet date.
These financial statements have been approved by the Board of Directors of the Company.
Compilation date
31 March 2014
Signature of the statutory representative

Pavel Jirák

Vojtěch Kubec
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KB Government Bond Retirement Fund
of KB Penzijní společnost, a.s.

Balance sheet as at 31 December 2013
(in CZK thousands)
Assets:
Due from banks

Note

31 December 2013

3.1

946

of which: a) repayable on demand

588

b) other
Debt securities

358
3.2

of which: a) issued by government institutions

0

b) issued by other entities

0

Total assets
Liabilities and equity:

0

946
Note

31 December 2013

Other liabilities

3.3

6

Provisions

3.4

0

Capital funds

3.5

934

Profit for the year

3.5

6

of which: a) for income tax

0

Total liabilities and equity

946

Off-balance sheet as at 31 December 2013
(in CZK thousands)
Note

31 December 2013

5

358

Off-balance sheet assets:
Assets received for management
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Income statement for the year ended
31 December 2013 (in CZK thousands)
Interest and similar income

Note

2013

3.6

1

of which: interest income from debt securities

0

Profit from ordinary activities before taxes

1

Extraordinary income

5

3.7

Profit or loss for the period from extraordinary activities before taxes
Income tax

5
0

3.8

Net profit for the period

6

Statement of changes in equity for the year ended
31 December 2013 (in czk thousands)
Beginning balance as at 1 January 2013
Purchase of retirement units

Capital funds

Profit or loss
under approval

0

0

934

0

Sale of retirement units

0

0

Profit for 2013

0

6

934

6

Balance as at 31 December 2013
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Notes to the financial statements for the year
ended 31 December 2013
1.

Background information

Establishment and Description of the KB Government Bond Retirement Fund of KB Penzijní společnost, a.s.
The KB Government Bond Retirement Fund of KB Penzijní společnost, a.s. (hereinafter referred to as the “Fund”) was formed on the basis of
a decision by the Czech National Bank on 19 December 2012, effective from 1 January 2013.
The Fund is created by the Company for an indefinite time.
The Fund is a retirement fund and is not a stand-alone legal entity. It exists within KB Penzijní společnost, a.s. (hereinafter referred to as the
“Company”), which created and manages the Fund pursuant to Act No. 426/2011 Coll., on Retirement Savings.
The Company was formed by the transformation of Penzijní fond KB, a.s. according to Section 13 of the Retirement Savings Act, as a successor
to Penzijní fond KB, a.s., which was founded by Komerční banka, a.s. in 1994. A licence for the Company’s activities, including the Company’s
activities pursuant to Act No. 426/2011 Coll., on Retirement Savings, and Act No. 427/2011 Coll., on Supplementary Pension Savings, was
provided by a decision of the CNB on 12 September 2012.
The Fund’s investment objective is to earn returns on the Fund’s assets by investing into a government bond portfolio consisting mainly of
Czech government bonds by means of money market instruments, and it enables participants to participate in the long-term returns potential of
investments into government bonds.
From the perspectives of the Retirement Savings Act and the types of assets into which the Fund invests, it is a government bond retirement fund.
The Fund is suitable for investors with very little or no experience in fund investing who prefer stability in their investments and are highly averse
to investment risk. Such investors are able to understand and accept risks related to investing into government bonds and similar securities
without statutory limitations as to the given geographic area or sector, even though the Fund can and may prefer investment instruments from the
Czech Republic or from Central and Eastern Europe within its investment policy for reasons of geographic proximity and lower currency risk.
In 2013, the Fund’s assets did not surpass CZK 50 million, the amount according to the Fund’s statutes at which the Fund should begin to
fulfil its main investment objective. In the transition period, the Fund invested only into bank deposits and was managed under rules and limits
established for the transition period.
The Fund’s securities portfolio is managed by Investiční kapitálová společnost KB, a.s., a member of the Amundi Group, on the basis of
a contract with KB Penzijní společnost, a.s.
The Fund’s custodian is Česká spořitelna, a.s. (hereinafter referred to as the “Custodian”).

2.

Accounting policies and general accounting principles

The Fund’s financial statements comprise the balance sheet, income statement, statement of changes in equity, off-balance sheet, and
accompanying notes.
The Fund’s accounting records are maintained and the financial statements were compiled in accordance with Act No. 563/1991 Coll., on
Accounting; Czech Accounting Standards for reporting entities that maintain their accounts under Decree No. 501/2002 Coll., as subsequently
amended; and relevant regulations, measures and decrees, specifically Decree No. 501/2002 Coll. of the Ministry of Finance of the Czech
Republic, implementing certain provisions of Act No. 563/1991 Coll., on Accounting, as subsequently amended.
The accounting records are maintained in accordance with general accounting principles, in particular the historical cost valuation basis, with
certain exceptions as described in notes 2.2 and 2.3, the accruals principle and the prudence concept.
The Fund is subject to the regulatory requirements of Act No. 426/2011 Coll., on Retirement Savings, effective from 1 January 2013, as
subsequently amended. Section 30 of this Act states that the number of participants in retirement funds managed by a pension company must
reach at least 50,000 participants within 24 months from the day when the licence for establishing the retirement funds was granted.
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The Czech National Bank may require a pension company to transfer management of its retirement funds to another pension company if the
conditions set forth in Section 30 are not met within 24 months from the day when the licence for establishing the retirement funds was granted.
As at 31 December 2013, the Company managed assets for a total of 13,832 participants in its retirement funds, and it is not probable that it will
acquire the required number of participants within the time established under the Act.
As at the date of compiling the financial statements, the Company’s management had no information available to it which would with sufficient
reliability describe the measures the Czech National Bank would take in relation to a pension company not fulfilling the conditions of the Act.
The possible transfer of the retirement funds’ management to another pension company has no influence either upon the running of the Fund or
upon the participants’ invested assets.
The Company also recognises the long-standing political uncertainty regarding the future of the second pillar of retirement reform. As at the
date of compiling the financial statements, the Company’s management had no information available to it which would with sufficient reliability
describe the content, schedule or likelihood in relation to preparation of new legislative measures beyond those official statements already made
public.
In view of the aforementioned facts, the Company’s management presumes that the Fund will continue its operations as a reporting entity with
an unlimited period of existence, and the Fund’s financial statements have been compiled on this basis.
The amounts included in the financial statements are rounded to the nearest thousand Czech crowns (CZK thousand) unless stated otherwise.
2.1

Transaction Recognition Date

The accounting event date shall mean, in particular, the date of payment or acceptance of cash in circulation; the date of purchase or sale of
foreign exchange or foreign currency; the date of payment; the date on which the ownership or rights to another party’s assets were acquired
or disposed of; the date on which an account receivable or payable arose, was changed or terminated; the date on which assets moved within
the accounting unit; and the date on which other facts that are the subject of accounting occurred or on which the necessary documentation
supporting those facts became available or which resulted from internal conditions of the accounting unit or from special regulations.
A “regular way” purchase or sale of a financial asset (which requires the delivery of the asset within a regular time frame) is a transaction carried
out within the time frame generally established by regulation or convention in the market place concerned.
All securities held by the Fund are recognised using settlement date accounting provided that the period between the contract date and the
fulfilment of the commitment or claim arising from this contract is not longer than the period typical for the relevant type of transaction.
2.2

Securities

Upon acquisition, all securities held by the Fund are stated at fair value as at the acquisition date, which is usually the acquisition cost. Any direct
transaction costs related to the purchase are borne by the Company and are not part of the security’s acquisition cost.
For purposes of the Fund’s accounting, securities are categorised into three portfolios:
– securities at fair value through profit or loss,
– securities available for sale, and
– securities held to maturity.
Securities at Fair Value through Profit or Loss
Securities at fair value through profit or loss fall into two subcategories.
(1) Securities held for trading. Such securities were acquired or obtained with the intent that they will be sold or settled in the near future, or they
are a part of a defined portfolio of financial instruments which are jointly managed in order to generate profits on price differences in the short
term.
(2) Securities initially recognised by the accounting unit as securities at fair value through profit or loss. Any security which is a financial asset
or security accounted for as a liability may at initial recognition be classified as a security at fair value through profit or loss, with the exception
of participation securities and interests which are not publicly traded and the fair value of which cannot be reliably estimated and of securities
issued by the Company.
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In 2013, all securities held by the Fund in the “securities at fair value through profit or loss” portfolio had been included in the portfolio at initial
recognition.
Fair Value of Securities
The fair value of a security is determined as the market value published by the relevant stock exchange or another active public market. In all
other cases, the fair value is estimated as the net present value of cash flows while taking risks into account.
Securities at fair value through profit or loss are initially valued at acquisition cost and subsequently recorded at fair value. All related gains or
losses are recognised in the line “Profit or loss from financial operations”. Interest on securities at fair value through profit or loss is recorded as
interest income.
2.3

Financial Derivatives

The Fund did not conclude any financial derivatives contracts in 2013.
2.4

Receivables and Allowances

Receivables are stated at the carrying value net of allowances. Allowances are created based upon inventory taking if it is demonstrated that the
carrying valuation of assets is higher than the actual balance. The Fund recognises allowances in the expenses line for receivables past due and
receivables from the issuers of bonds arising from outstanding coupons and nominal values. The Fund makes a 100% allowance for unpaid
coupons and nominal values.
2.5

Provisions

Provisions are recognised when the Fund has a present legal or non-contractual obligation as a result of past events, it is probable that an
outflow of resources will be required to settle the obligation, and a reliable estimate of the amount of the obligation can be made.
2.6

Foreign Currency Translation

Transactions in foreign currencies during the year are translated using the daily exchange rates as announced by the Czech National Bank
(hereinafter referred to as the “CNB”) valid as at the transaction date. Assets and liabilities denominated in foreign currencies are translated into
CZK using the foreign exchange rate declared by the CNB as at the balance sheet date.
Foreign exchange rate differences arising from the revaluation of assets and liabilities denominated in foreign currencies are recorded in the line
“Profit or loss from financial operations”.
2.7

Taxation

Income Tax
Income tax expense is calculated in accordance with the provisions of the relevant law of the Czech Republic based on the statutory tax rate
and the profit reported in the income statement prepared pursuant to Czech Accounting Standards, increased or decreased by permanent and
temporary non-deductible expenses and non-taxable income. The income tax rate is 5%.
Deferred Tax
Deferred income tax is determined using the balance sheet liability method for all temporary differences arising between the tax bases for assets
and liabilities and their carrying values. Deferred income tax is calculated using the tax rates valid for the following period. A deferred tax asset is
recognised to the extent that it is probable that future taxable income will be available against which the asset can be utilised.
2.8

Accounting Treatment for Retirement Savings Products

Participants’ assets accepted into the Fund’s current account are recorded in the line “Other liabilities” until the time of purchase. At such time
as the accepted funds are used to purchase retirement units, they are recorded in a sub-account which in the chart of accounts is under the line
“Capital funds”.
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When retirement units are sold, the amount is reclassified from the sub-account under “Capital funds” to a sub-account which in the chart of
accounts is under the line “Other liabilities” and it is subsequently sent from the Fund’s account to the Company’s current account. After assets
from all funds have been accepted according to the client’s selected strategy, the amount is paid in a lump sum from the Company’s current
account.
2.9

Estimates and Assumptions Used in Financial Statements

The compilation of financial statements requires the management of the Company to make estimates and assumptions which influence the
amounts of assets and liabilities reported at the balance sheet date and the reported amounts of expenses and income for the reporting
period. These estimates, which particularly relate to the determination of fair values for financial instruments and the impairment of assets and
provisions, are based on the information available as at the balance sheet date.
The financial statements have been compiled based on best estimates using all relevant information available as at the date of compiling the
financial statements.
Key areas with the potential for significant differences between the actual results and the estimates include especially fair values of securities.

3.

Additional information on the balance sheet and income statement

3.1

Due from banks

(in CZK thousands)
Current accounts

31 Dec 2013
588

Term deposits

358

Total

946

3.2

Securities

The Fund did not purchase any securities in 2013.
3.3

Other liabilities

As at 31 December 2013, the line “Other liabilities” amounting to CZK 6,000 comprises clients’ funds received into the Fund’s current account
during the last cycle in 2013 and which were not used to purchase retirement units.
The Fund had no payables either subject to a lien or otherwise encumbered in 2013.
3.4

Provisions

The Fund creates provisions for paying income tax. For 2013, this provision was created in the amount of CZK 250 (see note 3.8).
3.5

Equity

As at 31 December 2013, the Fund’s net asset value was CZK 940,000. Profit for 2013 amounted to CZK 6,000. The remaining part comprises
the line “Capital funds” amounting to CZK 934,000.
A “Retirement Unit” represents a share in the Fund’s assets.
The “Current Value of a Retirement Unit” means the Fund’s net asset value, reflecting in addition the corresponding part of standard expenses
affecting the Fund’s equity at the day the Current Value of a Retirement Unit is determined, divided by the total number of Retirement Units
recorded on personal retirement accounts of all participants in the Fund at the day the Current Value of a Retirement Unit is determined.
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The standard costs affecting the Fund’s net asset value are management and performance fees and expected tax obligation as at the day the fair
values of assets and liabilities are calculated.
All management and performance fees for 2013 were waived for all retirement funds.
Information on the amount of the Current Value of a Retirement Unit of the Fund as at 31 December 2013:
Number of retirement units in the Fund:
Net asset value (in CZK):
Current value of a retirement unit:

932,012.9132
939,720.88
1.0083

The Fund’s performance for 2013 was a gain of 0.83%.
3.6

Interest income and interest expense

(in CZK)

2013

On current accounts

373

On term deposits

212

On securities

0

Total interest income

3.7

585

Extraordinary income

On 6 December 2013, KB Penzijní společnost, a.s. provided a one-time financial subsidy to all retirement funds (second pillar). The Company’s
reason for providing direct financial support to the funds lies in the fact that the amount of assets in the funds during 2013 did not reach the
necessary level which would have made it possible to fully execute the planned investment strategy and achieve such returns as under usual
conditions. The amount of the subsidy was CZK 5,000.
3.8

Income tax

The following table shows adjustments to the net profit or loss before taxes for determining the tax base:
(in CZK)

2013

Profit before tax

6,101

Additions

0

Subtractions
Tax base after adjustments

212
5,889

Tax payable using 5% rate

250

Tax allowances
Total tax liability

0
250

No deferred tax was recorded for the Fund. No temporary differences arose between the tax bases for assets and liabilities and their carrying
values in 2013.

4.

Risk management framework

The investment policy defined in the Fund’s Statutes for the transformation and post- transformation periods is further detailed in the Fund’s
individual strategies. Both the investment policy and strategy – and including the setting of limits on the management of individual portfolios
– are subject to approval by the Investment Committee, which meets on a monthly basis. The Company’s Risk Management unit proposes
management limit settings within the Fund’s investment strategy and policy which are subject to approval by the Investment Committee and
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management of the Company. The Company’s Risk Management unit monitors adherence to all limits defined by law, the Statutes and the
Investment Strategy. There are limits relating to interest rate, currency, equity, credit and liquidity risk.
4.1

Market risk

Market risk comprises the risks stated below and which are regularly monitored and evaluated.
a)
Interest Rate Risk
The Fund may invest into interest rate-sensitive assets. Interest rate risk, which ensues from changes in interest rates, is primarily managed by
setting the portfolio’s average duration and modified duration, which are managed by defining the maximum limit of portfolio duration.
The table below provides information as to the extent of the interest rate exposure for the Fund’s portfolio based either on the contractual
maturity date of its financial instruments or, in the case of instruments that reprice to a market rate of interest before maturity, the next repricing
date. Those assets and liabilities that do not have a contractual maturity date or are not interest-bearing are grouped into the Undefined category.
(in CZK thousands)
2013

Within 3 months

Within 1 year

From 1 to 5 years

Over 5 years

Undefined

Total

Due from banks

588

358

0

0

0

946

Debt securities

588

358

0

0

0

946

Total assets

0

0

0

0

940

940

Equity

0

0

0

0

6

6

Other liabilities

0

0

0

0

946

946

Total liabilities

0

0

0

0

946

946

b)
Foreign Currency Risk
The Fund’s exposure to foreign currency risk is monitored by determining the portfolio’s currency position. The Fund has a defined maximum
open position corresponding to the Fund’s policy and strategy and which is approved by the Investment Committee. In managing foreign
currency risk, the Company uses over-the-counter (OTC) derivatives in the forms of currency swaps and forwards traded on the OTC market.
Exposure to foreign currency risk is regularly monitored and evaluated.
As at 31 December 2013, the Fund holds no assets denominated in foreign currencies.
4.2

Credit risk

Credit risk is the risk that an entity (issuer, counterparty) is not able to meet its obligations. This risk is managed through approved maximum
positions in relation to an entity (issuer, counterparty) based on said entity’s credit rating.
4.3

Liquidity risk

Liquidity risk plays an important role in planning the Fund’s investments and available cash. The liquidity risk management system aims to
identify, measure and manage the Fund’s liquidity position. The Company regularly evaluates cash payments incoming and outgoing, and it
forecasts cash flows and available cash.
Short-term liquidity management includes decisions on the amounts and composition of liquid assets with maturity up to 7 days, decisions on
transfers of cash among individual accounts, and forecasts of cash flows within the period of one month.
The Fund holds sufficient liquid assets in its portfolio. The Fund is therefore capable of meeting its short- and long-term obligations.
The table below provides a breakout of assets, liabilities and equity in relevant maturity categories based on the remaining maturity (from the
financial statements date to contractual maturity dates). Those assets and liabilities not having a contractual maturity date are grouped together
into the Undefined category.
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(in CZK thousands)
On demand
within 7 days

Within
3 months

Within
1 year

From 1 to
5 years

Over
5 years

Undefined

Total

588

0

358

0

0

0

946

0

0

0

0

0

0

0

588

0

358

0

0

0

946

Equity

0

0

0

0

0

940

940

Other liabilities

0

0

0

0

0

6

6

Total liabilities

0

0

0

0

0

946

946

2013
Due from banks
Debt securities
Total assets

4.4

Operational and legal risk

Operational and legal risks are managed in accordance with the Company’s unified policy.

5.

Off-balance sheet items, assets under management and contingent liabilities

As at 31 December 2013, the Fund managed a portfolio with a value of CZK 358,000.
The Fund records off balance sheet no securities transactions with a trade date in 2013 but a settlement date in 2014.
The Fund is not involved in any legal dispute.

6.

Arrangements with related parties

Assets, Liabilities and Equity
2013
(in CZK thousands)
Assets:
Komerční banka, a.s.

443 Current account at KB

Expenses and Income
2013
(in CZK)
Income:
Komerční banka, a.s.

124

296 Interest from current account at KB

KB Penzijní společnost, a.s.
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Post-balance sheet events

No important events occurred after the balance sheet date.
These financial statements have been approved by the Board of Directors of the Company.
Compilation date
31 March 2014

Signature of the statutory representative

Pavel Jirák

Vojtěch Kubec
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Balance sheet as at 31 December 2013
(in CZK thousands)
Assets:
Due from banks

Note

31 December 2013

3.1

14,570

of which: a) repayable on demand

8,883

b) other
Debt securities

5,687
3.2

of which: a) issued by government institutions

3,786

b) issued by other entities

0

Total assets
Liabilities and equity:

3,786

18 356
Note

31 December 2013

Other liabilities

3.3

79

Provisions

3.4

5

Capital funds

3.5

18,170

Profit for the year

3.5

102

of which: a) for income tax

5

Total liabilities and equity

18,356

Off-balance sheet as at 31 December 2013
(in CZK thousands)
Note

31 December 2013

5

9,560

Off-balance sheet assets:
Assets received for management
of which: a) securities

3,786

Total off-balance sheet assets

9,560
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Income statement for the year ended
31 December 2013 (in CZK thousands)
Interest and similar income

Note

2013

3.6

12

3.7

(27)

of which: interest income from debt securities
Net profit or loss from financial operations

0

Profit from ordinary activities before taxes
Extraordinary income

(15)
122

3.8

Profit or loss for the period from extraordinary activities before taxes
Income tax

122
(5)

3.9

Net profit for the period

102

Statement of changes in equity for the year ended
31 December 2013 (in CZK thousands)
Beginning balance as at 1 January 2013
Purchase of retirement units
Sale of retirement units
Profit for 2013
Balance as at 31 December 2013

Capital funds

Profit or loss
under approval

0

0

18 171

0

(1)

0

0

102

18 170

102
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Notes to the financial statements for the year
ended 31 December 2013
1.

Background information

Establishment and Description of the KB Conservative Retirement Fund of KB Penzijní společnost, a.s.
The KB Conservative Retirement Fund of KB Penzijní společnost, a.s. (hereinafter referred to as the “Fund”) was formed on the basis of
a decision by the Czech National Bank on 19 December 2012, effective from 1 January 2013.
The Fund is created by the Company for an indefinite time.
The Fund is a retirement fund and is not a stand-alone legal entity. It exists within KB Penzijní společnost, a.s. (hereinafter referred to as the
“Company”), which created and manages the Fund pursuant to Act No. 426/2011 Coll., on Retirement Savings.
The Company was formed by the transformation of Penzijní fond KB, a.s. according to Section 13 of the Retirement Savings Act, as a successor
to Penzijní fond KB, a.s., which was founded by Komerční banka, a.s. in 1994. A licence for the Company’s activities, including the Company’s
activities pursuant to Act No. 426/2011 Coll., on Retirement Savings, and Act No. 427/2011 Coll., on Supplementary Pension Savings, was
provided by a decision of the CNB on 12 September 2012.
The Fund’s investment objective is to earn returns on the Fund’s assets by investing into a conservative portfolio consisting mainly of bonds and
money market instruments from OECD countries, international financial institutions and issuers with ratings at or above a determined rating, and
to enable participants to participate in the long-term returns potential of conservative investments.
From the perspectives of the Retirement Savings Act and the types of assets into which the Fund invests, it is a conservative retirement fund.
The Fund is suitable for investors with very little or no experience in fund investing who prefer stability in their investments and are highly averse
to investment risk. Such investors are able to understand and accept risks related to investing on bond markets without statutory limitations as to
the given geographic area or sector, even though the Fund can and may prefer investment instruments from the Czech Republic or from Central
and Eastern Europe within its investment policy for reasons of geographic proximity and lower currency risk.
In 2013, the Fund’s assets did not surpass CZK 50 million, the amount according to the Fund’s statutes at which the Fund should begin to fulfil
its main investment objective. The Fund was managed under rules and limits established for the transition period.
The Fund’s securities portfolio is managed by Investiční kapitálová společnost KB, a.s., a member of the Amundi Group, on the basis of
a contract with KB Penzijní společnost, a.s.
The Fund’s custodian is Česká spořitelna, a.s. (hereinafter referred to as the “Custodian”).

2.

Accounting policies and general accounting principles

The Fund’s financial statements comprise the balance sheet, income statement, statement of changes in equity, off-balance sheet, and
accompanying notes.
The Fund’s accounting records are maintained and the financial statements were compiled in accordance with Act No. 563/1991 Coll., on
Accounting; Czech Accounting Standards for reporting entities that maintain their accounts under Decree No. 501/2002 Coll., as subsequently
amended; and relevant regulations, measures and decrees, specifically Decree No. 501/2002 Coll. of the Ministry of Finance of the Czech
Republic, implementing certain provisions of Act No. 563/1991 Coll., on Accounting, as subsequently amended.
The accounting records are maintained in accordance with general accounting principles, in particular the historical cost valuation basis, with
certain exceptions as described in notes 2.2 and 2.3, the accruals principle and the prudence concept.
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The Fund is subject to the regulatory requirements of Act No. 426/2011 Coll., on Retirement Savings, effective from 1 January 2013, as
subsequently amended. Section 30 of this Act states that the number of participants in retirement funds managed by a pension company must
reach at least 50,000 participants within 24 months from the day when the licence for establishing the retirement funds was granted.
The Czech National Bank may require a pension company to transfer management of its retirement funds to another pension company if the
conditions set forth in Section 30 are not met within 24 months from the day when the licence for establishing the retirement funds was granted.
As at 31 December 2013, the Company managed assets for a total of 13,832 participants in its retirement funds, and it is not probable that it will
acquire the required number of participants within the time established under the Act.
As at the date of compiling the financial statements, the Company’s management had no information available to it which would with sufficient
reliability describe the measures the Czech National Bank would take in relation to a pension company not fulfilling the conditions of the Act.
The possible transfer of the retirement funds’ management to another pension company has no influence either upon the running of the Fund or
upon the participants’ invested assets.
The Company also recognises the long-standing political uncertainty regarding the future of the second pillar of retirement reform. As at the
date of compiling the financial statements, the Company’s management had no information available to it which would with sufficient reliability
describe the content, schedule or likelihood in relation to preparation of new legislative measures beyond those official statements already made
public.
In view of the aforementioned facts, the Company’s management presumes that the Fund will continue its operations as a reporting entity with
an unlimited period of existence, and the Fund’s financial statements have been compiled on this basis.
The amounts included in the financial statements are rounded to the nearest thousand Czech crowns (CZK thousand) unless stated otherwise.
2.1

Transaction Recognition Date

The accounting event date shall mean, in particular, the date of payment or acceptance of cash in circulation; the date of purchase or sale of
foreign exchange or foreign currency; the date of payment; the date on which the ownership or rights to another party’s assets were acquired
or disposed of; the date on which an account receivable or payable arose, was changed or terminated; the date on which assets moved within
the accounting unit; and the date on which other facts that are the subject of accounting occurred or on which the necessary documentation
supporting those facts became available or which resulted from internal conditions of the accounting unit or from special regulations.
A “regular way” purchase or sale of a financial asset (which requires the delivery of the asset within a regular time frame) is a transaction carried
out within the time frame generally established by regulation or convention in the market place concerned.
All securities held by the Fund are recognised using settlement date accounting provided that the period between the contract date and the
fulfilment of the commitment or claim arising from this contract is not longer than the period typical for the relevant type of transaction.
2.2

Securities

Upon acquisition, all securities held by the Fund are stated at fair value as at the acquisition date, which is usually the acquisition cost. Any direct
transaction costs related to the purchase are borne by the Company and are not part of the security’s acquisition cost.
For purposes of the Fund’s accounting, securities are categorised into three portfolios:
– securities at fair value through profit or loss,
– securities available for sale, and
– securities held to maturity.
Securities at Fair Value through Profit or Loss
Securities at fair value through profit or loss fall into two subcategories.
(1) Securities held for trading. Such securities were acquired or obtained with the intent that they will be sold or settled in the near future, or they
are a part of a defined portfolio of financial instruments which are jointly managed in order to generate profits on price differences in the short
term.
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(2) Securities initially recognised by the accounting unit as securities at fair value through profit or loss. Any security which is a financial asset
or security accounted for as a liability may at initial recognition be classified as a security at fair value through profit or loss, with the exception
of participation securities and interests which are not publicly traded and the fair value of which cannot be reliably estimated and of securities
issued by the Company.
In 2013, all securities held by the Fund in the “securities at fair value through profit or loss” portfolio had been included in the portfolio at initial
recognition.
Fair Value of Securities
The fair value of a security is determined as the market value published by the relevant stock exchange or another active public market. In all
other cases, the fair value is estimated as the net present value of cash flows while taking risks into account.
Securities at fair value through profit or loss are initially valued at acquisition cost and subsequently recorded at fair value. All related gains or
losses are recognised in the line “Profit or loss from financial operations”. Interest on securities at fair value through profit or loss is recorded as
interest income.
2.3

Financial Derivatives

The Fund did not conclude any financial derivatives contracts in 2013.
2.4

Receivables and Allowances

Receivables are stated at the carrying value net of allowances. Allowances are created based upon inventory taking if it is demonstrated that the
carrying valuation of assets is higher than the actual balance. The Fund recognises allowances in the expenses line for receivables past due and
receivables from the issuers of bonds arising from outstanding coupons and nominal values. The Fund makes a 100% allowance for unpaid
coupons and nominal values.
2.5

Provisions

Provisions are recognised when the Fund has a present legal or non-contractual obligation as a result of past events, it is probable that an
outflow of resources will be required to settle the obligation, and a reliable estimate of the amount of the obligation can be made.
2.6

Foreign Currency Translation

Transactions in foreign currencies during the year are translated using the daily exchange rates as announced by the Czech National Bank
(hereinafter referred to as the “CNB”) valid as at the transaction date. Assets and liabilities denominated in foreign currencies are translated into
CZK using the foreign exchange rate declared by the CNB as at the balance sheet date.
Foreign exchange rate differences arising from the revaluation of assets and liabilities denominated in foreign currencies are recorded in the line
“Profit or loss from financial operations”.
2.7

Taxation

Income Tax
Income tax expense is calculated in accordance with the provisions of the relevant law of the Czech Republic based on the statutory tax rate
and the profit reported in the income statement prepared pursuant to Czech Accounting Standards, increased or decreased by permanent and
temporary non-deductible expenses and non-taxable income. The income tax rate is 5%.
Deferred Tax
Deferred income tax is determined using the balance sheet liability method for all temporary differences arising between the tax bases for assets
and liabilities and their carrying values.
Deferred income tax is calculated using the tax rates valid for the following period.
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The principal temporary differences arise from securities revaluation and tax losses carried forward. A deferred tax asset is recognised to the
extent that it is probable that future taxable income will be available against which the asset can be utilised.
Deferred tax arising from the revaluation of available-for-sale securities at fair value recognised directly in equity is also reported in equity.
2.8

Accounting Treatment for Retirement Savings Products

Participants’ assets accepted into the Fund’s current account are recorded in the line “Other liabilities” until the time of purchase. At such time
as the accepted funds are used to purchase retirement units, they are recorded in a sub-account which in the chart of accounts is under the line
“Capital funds”.
When retirement units are sold, the amount is reclassified from the sub-account under “Capital funds” to a sub-account which in the chart of
accounts is under the line “Other liabilities” and it is subsequently sent from the Fund’s account to the Company’s current account. After assets
from all funds have been accepted according to the client’s selected strategy, the amount is paid in a lump sum from the Company’s current
account.
2.9

Estimates and Assumptions Used in Financial Statements

The compilation of financial statements requires the management of the Company to make estimates and assumptions which influence the
amounts of assets and liabilities reported at the balance sheet date and the reported amounts of expenses and income for the reporting
period. These estimates, which particularly relate to the determination of fair values for financial instruments and the impairment of assets and
provisions, are based on the information available as at the balance sheet date.
The financial statements have been compiled based on best estimates using all relevant information available as at the date of compiling the
financial statements.
Key areas with the potential for significant differences between the actual results and the estimates include especially fair values of securities.

3.

Additional information on the balance sheet and income statement

3.1

Due from banks

(in CZK thousands)
Current accounts
Term deposits
Total

3.2

31 Dec 2013
8,883
5,687
14,570

Securities

Securities are held in the portfolio of securities at fair value through profit or loss. Debt securities comprised 100% of the total value of securities
as at 1 January 2013 and 31 December 2013.
Debt securities held in the portfolio consist of fixed-rate Czech government bonds denominated in CZK traded on the main or subsidiary market
of the Prague Stock Exchange.
3.3

Other Liabilities

As at 31 December 2013, the line “Other liabilities” amounting to CZK 79,000 comprises clients’ funds received into the Fund’s current account
during the last cycle in 2013 and which were not used to purchase retirement units.
The Fund had no payables either subject to a lien or otherwise encumbered in 2013.
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3.4

Provisions

The Fund creates provisions for paying income tax. For 2013, this provision was created in the amount of CZK 5,000 (see note 3.9).
3.5

Equity

As at 31 December 2013, the Fund’s net asset value was CZK 18,272,000. Profit for 2013 amounted to CZK 102,000. The remaining part
comprises the line “Capital funds” amounting to CZK 18,170,000.
A “Retirement Unit” represents a share in the Fund’s assets.
The “Current Value of a Retirement Unit” means the Fund’s net asset value, reflecting in addition the corresponding part of standard expenses
affecting the Fund’s equity at the day the Current Value of a Retirement Unit is determined, divided by the total number of Retirement Units
recorded on personal retirement accounts of all participants in the Fund at the day the Current Value of a Retirement Unit is determined.
The standard costs affecting the Fund’s net asset value are management and performance fees and expected tax obligation as at the day the fair
values of assets and liabilities are calculated.
All management and performance fees for 2013 were waived for all retirement funds.
Information on the amount of the Current Value of a Retirement Unit of the Fund as at 31 December 2013:
Number of retirement units in the Fund:
Net asset value (in CZK):
Current value of a retirement unit:

18,113,177.9475
18,272,407.75
1.0088

The Fund’s performance for 2013 was a gain of 0.88%.
3.6

Interest income and interest expense

(in CZK thousands)

2013

On current accounts

6

On term deposits

6

On securities
Total interest income

3.7

0
12

Net profit or loss from financial operations

(in CZK thousands)

2013

Profit from securities trading

0

Losses/gains from changes in fair values of securities

(27)

Net profit or loss from financial operations

(27)

No sales of securities were carried out in 2013.
3.8

Extraordinary income

On 6 December 2013, KB Penzijní společnost, a.s. provided a one-time financial subsidy to all retirement funds (second pillar). The Company’s
reason for providing direct financial support to the funds lies in the fact that the amount of assets in the funds during 2013 did not reach the
necessary level which would have made it possible to fully execute the planned investment strategy and achieve such returns as under usual
conditions. The amount of the subsidy was CZK 122,000.
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Income tax

The following table shows adjustments to the net profit or loss before taxes for determining the tax base:
(in CZK thousands)

2013

Profit before tax

107

Additions

6

Subtractions

13

Tax base after adjustments

100

Tax payable using 5% rate

5

Tax allowances

0

Total tax liability

5

No deferred tax was recorded for the Fund. No temporary differences arose between the tax bases for assets and liabilities and their carrying
values in 2013.

4

Risk management framework

The investment policy defined in the Fund’s Statutes for the transformation and post- transformation periods is further detailed in the Fund’s
individual strategies. Both the investment policy and strategy – and including the setting of limits on the management of individual portfolios
– are subject to approval by the Investment Committee, which meets on a monthly basis. The Company’s Risk Management unit proposes
management limit settings within the Fund’s investment strategy and policy which are subject to approval by the Investment Committee and
management of the Company. The Company’s Risk Management unit monitors adherence to all limits defined by law, the Statutes and the
Investment Strategy. There are limits relating to interest rate, currency, equity, credit and liquidity risk.
4.1

Market risk

Market risk comprises the risks stated below and which are regularly monitored and evaluated.
a)
Interest Rate Risk
The Fund may invest into interest rate-sensitive assets. Interest rate risk, which ensues from changes in interest rates, is primarily managed by
setting the portfolio’s average duration and modified duration, which are managed by defining the maximum limit of portfolio duration.
The table below provides information as to the extent of the interest rate exposure for the Fund’s portfolio based either on the contractual
maturity date of its financial instruments or, in the case of instruments that reprice to a market rate of interest before maturity, the next repricing
date. Those assets and liabilities that do not have a contractual maturity date or are not interest-bearing are grouped into the Undefined category.
(in CZK thousands)
2013
Due from banks
Debt securities

Within 3 months

Within 1 year

From 1 to 5 years

Over 5 years

Undefined

Total

10,275

4,295

0

0

0

14,570

0

0

3,786

0

0

3,786

10,275

4,295

3,786

0

0

18,356

Equity

0

0

0

0

18,272

18,272

Other liabilities

0

0

0

0

84

84

Total liabilities

0

0

0

0

18,356

18,356

Total assets

b)
Foreign Currency Risk
The Fund’s exposure to foreign currency risk is monitored by determining the portfolio’s currency position. The Fund has a defined maximum
open position corresponding to the Fund’s policy and strategy and which is approved by the Investment Committee. In managing foreign
currency risk, the Company uses over-the-counter (OTC) derivatives in the forms of currency swaps and forwards traded on the OTC market.
Exposure to foreign currency risk is regularly monitored and evaluated.
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As at 31 December 2013, the Fund holds no assets denominated in foreign currencies.
c)
Equity Risk
Equity risk is the risk of a potential loss leading to a decrease in the price of an asset (mutual fund). The Company therefore sets limits for
individual issuers and geographic diversification of assets.
As at 31 December 2013, the Fund has no investments into mutual funds.
4.2

Credit risk

Credit risk is the risk that an entity (issuer, counterparty) is not able to meet its obligations. This risk is managed through approved maximum
positions in relation to an entity (issuer, counterparty) based on said entity’s credit rating.
4.3

Liquidity risk

Liquidity risk plays an important role in planning the Fund’s investments and available cash. The liquidity risk management system aims to
identify, measure and manage the Fund’s liquidity position. The Company regularly evaluates cash payments incoming and outgoing, and it
forecasts cash flows and available cash.
Short-term liquidity management includes decisions on the amounts and composition of liquid assets with maturity up to 7 days, decisions on
transfers of cash among individual accounts, and forecasts of cash flows within the period of one month.
The Fund holds sufficient liquid assets in its portfolio. The securities held are traded on liquid markets, and the Fund is therefore capable of
meeting its short- and long-term obligations.
The table below provides a breakout of assets, liabilities and equity in relevant maturity categories based on the remaining maturity (from the
financial statements date to contractual maturity dates). Those assets and liabilities not having a contractual maturity date are grouped together
into the Undefined category.
(in CZK thousands)
On demand
within 7 days

Within
3 months

Within
1 year

8,883

1,392

0

0

8,883

Equity
Other liabilities
Total liabilities

2013
Due from banks
Debt securities
Total assets

4.4

From 1 to
5 years

Over
5 years

Undefined

Total

4,295

0

0

0

14,570

69

3,717

0

0

3,786

1,392

4,364

3,717

0

0

18,356

0

0

0

0

0

18,272

18,272

0

0

0

0

0

84

84

0

0

0

0

0

18,356

18,356

Operational and legal risk

Operational and legal risks are managed in accordance with the Company’s unified policy.

5.

Off-balance sheet items, assets under management and contingent liabilities

As at 31 December 2013, the Fund managed a portfolio with a value of CZK 9,560,000.
The Fund records off balance sheet no securities transactions with a trade date in 2013 but a settlement date in 2014.
The Fund is not involved in any legal dispute.
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Arrangements with related parties

Assets, Liabilities and Equity
2013
(in CZK thousands)
Assets:
Komerční banka, a.s.

8,377 Current account at KB

Expenses and Income
2013
(in CZK)
Income:
Komerční banka, a.s.

7.

4,894 Interest from current account at KB

Post-Balance Sheet Events

No important events occurred after the balance sheet date.
These financial statements have been approved by the Board of Directors of the Company.
Compilation date
31 March 2014

Signature of the statutory representative

Pavel Jirák

Vojtěch Kubec
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of KB Penzijní společnost, a. s.

Balance sheet as at 31 December 2013
(in CZK thousands)
Assets:
Due from banks

Note

31 December 2013

3.1

14,644

of which: a) repayable on demand

9,027

b) other
Debt securities

5,617
3.2

of which: a) issued by government institutions

3,007

b) issued by other entities

0

Total assets
Liabilities and equity:

3,007

17,651
Note

31 December 2013

Other liabilities

3.3

78

Provisions

3.4

9

Capital funds

3.5

17,379

Profit for the year

3.5

185

of which: a) for income tax

9

Total liabilities and equity

17,651

Off-balance sheet as at 31 December 2013
(in CZK thousands)
Note

31 December 2013

5

8,685

Off-balance sheet assets:
Assets received for management
of which: a)securities

3,007

Total off-balance sheet assets

8,685
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Income statement for the year ended
31 December 2013 (in CZK thousands)
Interest and similar income

Note

2013

3.6

13

3.7

(33)

of which: interest income from debt securities
Net profit or loss from financial operations

1

Profit from ordinary activities before taxes
Extraordinary income

(20)
214

3.8

Profit or loss for the period from extraordinary activities before taxes
Income tax

214
(9)

3.9

Net profit for the period

185

Statement of changes in equity for the year ended
31 December 2013 (in CZK thousands)
Beginning balance as at 1 January 2013
Purchase of retirement units
Sale of retirement units
Profit for 2013
Balance as at 31 December 2013

Capital funds

Profit or loss
under approval

0

0

17,380

0

(1)

0

0

185

17,379

185
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Notes to the financial statements for the year
ended 31 December 2013
1.

Background information

Establishment and Description of the KB Balanced Retirement Fund of KB Penzijní společnost, a.s.
The KB Balanced Retirement Fund of KB Penzijní společnost, a.s. (hereinafter referred to as the “Fund”) was formed on the basis of a decision
by the Czech National Bank on 19 December 2012, effective from 1 January 2013.
The Fund is created by the Company for an indefinite time.
The Fund is a retirement fund and is not a stand-alone legal entity. It exists within KB Penzijní společnost, a.s. (hereinafter referred to as the
“Company”), which created and manages the Fund pursuant to Act No. 426/2011 Coll., on Retirement Savings.
The Company was formed by the transformation of Penzijní fond KB, a.s. according to Section 13 of the Retirement Savings Act, as a successor
to Penzijní fond KB, a.s., which was founded by Komerční banka, a.s. in 1994. A licence for the Company’s activities, including the Company’s
activities pursuant to Act No. 426/2011 Coll., on Retirement Savings, and Act No. 427/2011 Coll., on Supplementary Pension Savings, was
provided by a decision of the CNB on 12 September 2012.
The Fund’s investment objective is to earn returns on the Fund’s assets by investing into a balanced portfolio consisting of balanced proportions
of equities, participation certificates, bonds and deposits with the objective of enabling participants to participate in the long-term returns
potential of balanced investments.
From the perspectives of the Retirement Savings Act and the types of assets into which the Fund invests, it is a balanced retirement fund.
The Fund is suitable for investors whose knowledge of fund investing is at a quite high level. Such investors require greater returns on their
investments, which include a greater proportion of equities, although, owing to their greater aversion to risk, the bond part of the portfolio is used
to mitigate risk. These investors are prepared to understand and accept risks related to investing on equity and bond markets without statutory
limitations as to the given geographic area or sector, even though the Fund can and may prefer investment instruments from the Czech Republic
or from Central and Eastern Europe within its investment policy for reasons of geographic proximity and lower currency risk.
In 2013, the Fund’s assets did not surpass CZK 50 million, the amount according to the Fund’s statutes at which the Fund should begin to fulfil
its main investment objective. In the transition period, the Fund invested more conservatively than would correspond to its balanced profile and
was managed under rules and limits established for the transition period.
The Fund’s securities portfolio is managed by Investiční kapitálová společnost KB, a.s., a member of the Amundi Group, on the basis of
a contract with KB Penzijní společnost, a.s.
The Fund’s custodian is Česká spořitelna, a.s. (hereinafter referred to as the “Custodian”).

2.

Accounting policies and general accounting principles

The Fund’s financial statements comprise the balance sheet, income statement, statement of changes in equity, off-balance sheet, and
accompanying notes.
The Fund’s accounting records are maintained and the financial statements were compiled in accordance with Act No. 563/1991 Coll., on
Accounting; Czech Accounting Standards for reporting entities that maintain their accounts under Decree No. 501/2002 Coll., as subsequently
amended; and relevant regulations, measures and decrees, specifically Decree No. 501/2002 Coll. of the Ministry of Finance of the Czech
Republic, implementing certain provisions of Act No. 563/1991 Coll., on Accounting, as subsequently amended.
The accounting records are maintained in accordance with general accounting principles, in particular the historical cost valuation basis, with
certain exceptions as described in notes 2.2 and 2.3, the accruals principle and the prudence concept.
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The Fund is subject to the regulatory requirements of Act No. 426/2011 Coll., on Retirement Savings, effective from 1 January 2013, as
subsequently amended. Section 30 of this Act states that the number of participants in retirement funds managed by a pension company must
reach at least 50,000 participants within 24 months from the day when the licence for establishing the retirement funds was granted.
The Czech National Bank may require a pension company to transfer management of its retirement funds to another pension company if the
conditions set forth in Section 30 are not met within 24 months from the day when the licence for establishing the retirement funds was granted.
As at 31 December 2013, the Company managed assets for a total of 13,832 participants in its retirement funds, and it is not probable that it will
acquire the required number of participants within the time established under the Act.
As at the date of compiling the financial statements, the Company’s management had no information available to it which would with sufficient
reliability describe the measures the Czech National Bank would take in relation to a pension company not fulfilling the conditions of the Act.
The possible transfer of the retirement funds’ management to another pension company has no influence either upon the running of the Fund or
upon the participants’ invested assets.
The Company also recognises the long-standing political uncertainty regarding the future of the second pillar of retirement reform. As at the
date of compiling the financial statements, the Company’s management had no information available to it which would with sufficient reliability
describe the content, schedule or likelihood in relation to preparation of new legislative measures beyond those official statements already made
public.
In view of the aforementioned facts, the Company’s management presumes that the Fund will continue its operations as a reporting entity with
an unlimited period of existence, and the Fund’s financial statements have been compiled on this basis.
The amounts included in the financial statements are rounded to the nearest thousand Czech crowns (CZK thousand) unless stated otherwise.
2.1

Transaction Recognition Date

The accounting event date shall mean, in particular, the date of payment or acceptance of cash in circulation; the date of purchase or sale of
foreign exchange or foreign currency; the date of payment; the date on which the ownership or rights to another party’s assets were acquired
or disposed of; the date on which an account receivable or payable arose, was changed or terminated; the date on which assets moved within
the accounting unit; and the date on which other facts that are the subject of accounting occurred or on which the necessary documentation
supporting those facts became available or which resulted from internal conditions of the accounting unit or from special regulations.
A “regular way” purchase or sale of a financial asset (which requires the delivery of the asset within a regular time frame) is a transaction carried
out within the time frame generally established by regulation or convention in the market place concerned.
All securities held by the Fund are recognised using settlement date accounting provided that the period between the contract date and the
fulfilment of the commitment or claim arising from this contract is not longer than the period typical for the relevant type of transaction.
2.2

Securities

Upon acquisition, all securities held by the Fund are stated at fair value as at the acquisition date, which is usually the acquisition cost. Any direct
transaction costs related to the purchase are borne by the Company and are not part of the security’s acquisition cost.
For purposes of the Fund’s accounting, securities are categorised into three portfolios:
– securities at fair value through profit or loss,
– securities available for sale, and
– securities held to maturity.
Securities at Fair Value through Profit or Loss
Securities at fair value through profit or loss fall into two subcategories.
(1) Securities held for trading. Such securities were acquired or obtained with the intent that they will be sold or settled in the near future, or they
are a part of a defined portfolio of financial instruments which are jointly managed in order to generate profits on price differences in the short
term.
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(2) Securities initially recognised by the accounting unit as securities at fair value through profit or loss. Any security which is a financial asset
or security accounted for as a liability may at initial recognition be classified as a security at fair value through profit or loss, with the exception
of participation securities and interests which are not publicly traded and the fair value of which cannot be reliably estimated and of securities
issued by the Company.
In 2013, all securities held by the Fund in the “securities at fair value through profit or loss” portfolio had been included in the portfolio at initial
recognition.
Fair Value of Securities
The fair value of a security is determined as the market value published by the relevant stock exchange or another active public market. In all
other cases, the fair value is estimated as the net present value of cash flows while taking risks into account.
Securities at fair value through profit or loss are initially valued at acquisition cost and subsequently recorded at fair value. All related gains or
losses are recognised in the line “Profit or loss from financial operations”. Interest on securities at fair value through profit or loss is recorded as
interest income.
2.3

Financial Derivatives

The Fund did not conclude any financial derivatives contracts in 2013.
2.4

Receivables and Allowances

Receivables are stated at the carrying value net of allowances. Allowances are created based upon inventory taking if it is demonstrated that the
carrying valuation of assets is higher than the actual balance. The Fund recognises allowances in the expenses line for receivables past due and
receivables from the issuers of bonds arising from outstanding coupons and nominal values. The Fund makes a 100% allowance for unpaid
coupons and nominal values.
2.5

Provisions

Provisions are recognised when the Fund has a present legal or non-contractual obligation as a result of past events, it is probable that an
outflow of resources will be required to settle the obligation, and a reliable estimate of the amount of the obligation can be made.
2.6

Foreign Currency Translation

Transactions in foreign currencies during the year are translated using the daily exchange rates as announced by the Czech National Bank
(hereinafter referred to as the “CNB”) valid as at the transaction date. Assets and liabilities denominated in foreign currencies are translated into
CZK using the foreign exchange rate declared by the CNB as at the balance sheet date.
Foreign exchange rate differences arising from the revaluation of assets and liabilities denominated in foreign currencies are recorded in the line
“Profit or loss from financial operations”.
2.7

Taxation

Income Tax
Income tax expense is calculated in accordance with the provisions of the relevant law of the Czech Republic based on the statutory tax rate
and the profit reported in the income statement prepared pursuant to Czech Accounting Standards, increased or decreased by permanent and
temporary non-deductible expenses and non-taxable income. The income tax rate is 5%.
Deferred Tax
Deferred income tax is determined using the balance sheet liability method for all temporary differences arising between the tax bases for assets
and liabilities and their carrying values.
Deferred income tax is calculated using the tax rates valid for the following period.
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The principal temporary differences arise from securities revaluation and tax losses carried forward. A deferred tax asset is recognised to the
extent that it is probable that future taxable income will be available against which the asset can be utilised.
Deferred tax arising from the revaluation of available-for-sale securities at fair value recognised directly in equity is also reported in equity.
2.8

Accounting Treatment for Retirement Savings Products

Participants’ assets accepted into the Fund’s current account are recorded in the line “Other liabilities” until the time of purchase. At such time
as the accepted funds are used to purchase retirement units, they are recorded in a sub-account which in the chart of accounts is under the line
“Capital funds”.
When retirement units are sold, the amount is reclassified from the sub-account under “Capital funds” to a sub-account which in the chart of
accounts is under the line “Other liabilities” and it is subsequently sent from the Fund’s account to the Company’s current account. After assets
from all funds have been accepted according to the client’s selected strategy, the amount is paid in a lump sum from the Company’s current
account.
2.9

Estimates and Assumptions Used in Financial Statements

The compilation of financial statements requires the management of the Company to make estimates and assumptions which influence the
amounts of assets and liabilities reported at the balance sheet date and the reported amounts of expenses and income for the reporting
period. These estimates, which particularly relate to the determination of fair values for financial instruments and the impairment of assets and
provisions, are based on the information available as at the balance sheet date.
The financial statements have been compiled based on best estimates using all relevant information available as at the date of compiling the
financial statements.
Key areas with the potential for significant differences between the actual results and the estimates include especially fair values of securities.

3.

Additional information on the balance sheet and income statement

3.1

Due from banks

(in CZK thousands)
Current accounts
Term deposits
Total

3.2

31 Dec 2013
9,027
5,617
14,644

Securities

Securities are held in the portfolio of securities at fair value through profit or loss. Debt securities comprised 100% of the total value of securities
as at 1 January 2013 and 31 December 2013.
Debt securities held in the portfolio consist of fixed-rate Czech government bonds denominated in CZK and traded on the main or subsidiary
market of the Prague Stock Exchange.
3.3

Other liabilities

As at 31 December 2013, the line “Other liabilities” amounting to CZK 78,000 comprises clients’ funds received into the Fund’s current account
during the last cycle in 2013 and which were not used to purchase retirement units.
The Fund had no payables either subject to a lien or otherwise encumbered in 2013.
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3.4

Provisions

The Fund creates provisions for paying income tax. For 2013, this provision was created in the amount of CZK 9,000 (see note 3.9).
3.5

Equity

As at 31 December 2013, the Fund’s net asset value was CZK 17,564,000. Profit for 2013 amounted to CZK 185,000. The remaining part
comprises the line “Capital funds” amounting to CZK 17,379,000.
A “Retirement Unit” represents a share in the Fund’s assets.
The “Current Value of a Retirement Unit” means the Fund’s net asset value, reflecting in addition the corresponding part of standard expenses
affecting the Fund’s equity at the day the Current Value of a Retirement Unit is determined, divided by the total number of Retirement Units
recorded on personal retirement accounts of all participants in the Fund at the day the Current Value of a Retirement Unit is determined.
The standard costs affecting the Fund’s net asset value are management and performance fees and expected tax obligation as at the day the fair
values of assets and liabilities are calculated.
All management and performance fees for 2013 were waived for all retirement funds.
Information on the amount of the Current Value of a Retirement Unit of the Fund as at 31 December 2013:
Number of retirement units in the Fund:
Net asset value (in CZK):
Current value of a retirement unit:

17,293,586.4305
17,564,169.53
1.0156

The Fund’s performance for 2013 was a gain of 1.56%.
3.6

INTEREST INCOME AND INTEREST EXPENSE

(in CZK thousands)

2013

On current accounts

6

On term deposits

6

On securities
Total interest income

3.7

1
13

Net profit or loss from financial operations

(in CZK thousands)

2013

Profit from securities trading

0

Losses/gains from changes in fair values of securities

(33)

Net profit or loss from financial operations

(33)

No sales of securities were carried out in 2013.
3.8

Extraordinary income

On 6 December 2013, KB Penzijní společnost, a.s. provided a one-time financial subsidy to all retirement funds (second pillar). The Company’s
reason for providing direct financial support to the funds lies in the fact that the amount of assets in the funds during 2013 did not reach the
necessary level which would have made it possible to fully execute the planned investment strategy and achieve such returns as under usual
conditions. The amount of the subsidy was CZK 214,000.
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Income tax

The following table shows adjustments to the net profit or loss before taxes for determining the tax base:
(in CZK thousands)

2013

Profit before tax

194

Additions

2

Subtractions

10

Tax base after adjustments

186

Tax payable using 5% rate

9

Tax allowances

0

Total tax liability

9

No deferred tax was recorded for the Fund. No temporary differences arose between the tax bases for assets and liabilities and their carrying
values in 2013.

4.

Risk management framework

The investment policy defined in the Fund’s Statutes for the transformation and post- transformation periods is further detailed in the Fund’s
individual strategies. Both the investment policy and strategy – and including the setting of limits on the management of individual portfolios
– are subject to approval by the Investment Committee, which meets on a monthly basis. The Company’s Risk Management unit proposes
management limit settings within the Fund’s investment strategy and policy which are subject to approval by the Investment Committee and
management of the Company. The Company’s Risk Management unit monitors adherence to all limits defined by law, the Statutes and the
Investment Strategy. There are limits relating to interest rate, currency, equity, credit and liquidity risk.
4.1

Market risk

Market risk comprises the risks stated below and which are regularly monitored and evaluated.
a)
Interest Rate Risk
The Fund may invest into interest rate-sensitive assets. Interest rate risk, which ensues from changes in interest rates, is primarily managed by
setting the portfolio’s average duration and modified duration, which are managed by defining the maximum limit of portfolio duration.
The table below provides information as to the extent of the interest rate exposure for the Fund’s portfolio based either on the contractual
maturity date of its financial instruments or, in the case of instruments that reprice to a market rate of interest before maturity, the next repricing
date. Those assets and liabilities that do not have a contractual maturity date or are not interest-bearing are grouped into the Undefined category.
(in CZK thousands)
2013
Due from banks
Debt securities

Within 3 months

Within 1 year

From 1 to 5 years

Over 5 years

Undefined

Total

10,469

4,175

0

0

0

14,644

0

0

1,062

1,945

0

3,007

10,469

4,175

1,062

1,945

0

17,651

Equity

0

0

0

0

17,564

17,564

Other liabilities

0

0

0

0

87

87

Total liabilities

0

0

0

0

17,651

17,651

Total assets

b)
Foreign Currency Risk
The Fund’s exposure to foreign currency risk is monitored by determining the portfolio’s currency position. The Fund has a defined maximum
open position corresponding to the Fund’s policy and strategy and which is approved by the Investment Committee. In managing foreign
currency risk, the Company uses over-the-counter (OTC) derivatives in the forms of currency swaps and forwards traded on the OTC market.
Exposure to foreign currency risk is regularly monitored and evaluated.
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As at 31 December 2013, the Fund holds no assets denominated in foreign currencies.
c)
Equity Risk
Equity risk is the risk of a potential loss leading to a decrease in the price of an asset (shares, collective investment fund). The Company
therefore sets limits for individual issuers and geographic diversification of assets.
As at 31 December 2013, the Fund has no investments into shares or collective investment funds.
4.2

Credit Risk

Credit risk is the risk that an entity (issuer, counterparty) is not able to meet its obligations. This risk is managed through approved maximum
positions in relation to an entity (issuer, counterparty) based on said entity’s credit rating.
4,3

Liquidity Risk

Liquidity risk plays an important role in planning the Fund’s investments and available cash. The liquidity risk management system aims to
identify, measure and manage the Fund’s liquidity position. The Company regularly evaluates cash payments incoming and outgoing, and it
forecasts cash flows and available cash.
Short-term liquidity management includes decisions on the amounts and composition of liquid assets with maturity up to 7 days, decisions on
transfers of cash among individual accounts, and forecasts of cash flows within the period of one month.
The Fund holds sufficient liquid assets in its portfolio. The securities held are traded on liquid markets, and the Fund is therefore capable of
meeting its short- and long-term obligations.
The table below provides a breakout of assets, liabilities and equity in relevant maturity categories based on the remaining maturity (from the
financial statements date to contractual maturity dates). Those assets and liabilities not having a contractual maturity date are grouped together
into the Undefined category.
(in CZK thousands)
On demand
within 7 days Within 3 months

2013
Due from banks
Debt securities
Total assets

Within 1 year

From 1 to 5
years

Over 5 years

Undefined

Total
14,644

9,027

1,442

4,175

0

0

0

0

0

20

1,047

1,940

0

3,007

9,027

1,442

4,195

1,047

1,940

0

17,651

Equity

0

0

0

0

0

17,564

17,564

Other liabilities

0

0

0

0

0

87

87

Total liabilities

0

0

0

0

0

17,651

17,651

4.4

Operational and legal risk

Operational and legal risks are managed in accordance with the Company’s unified policy.

5.

Off-balance sheet items, assets under management and contingent liabilities

As at 31 December 2013, the Fund managed a portfolio with a value of CZK 8,685,000.
The Fund records off balance sheet no securities transactions with a trade date in 2013 but a settlement date in 2014.
The Fund is not involved in any legal dispute.
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Arrangements with related parties

Assets, Liabilities and Equity
2013
(in CZK thousands)
Assets:
Komerční banka, a.s.

8,502 Current account at KB

Expenses and Income
2013
(in CZK)
Income:
Komerční banka, a.s.

7.

4,957 Interest from current account at KB

Post-balance sheet events

No important events occurred after the balance sheet date.
These financial statements have been approved by the Board of Directors of the Company.
Compilation date
31 March 2014

Signature of the statutory representative

Pavel Jirák

Vojtěch Kubec
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Balance sheet as at 31 December 2013
(in CZK thousands)
Assets:
Due from banks

Note

31 December 2013

3.1

23,546

of which: a) repayable on demand

13,874

b) other
Debt securities

9,672
3.2

of which: a) issued by government institutions

4,921

b) issued by other entities

0

Total assets
Liabilities and equity:

4,921

28,467
Note

31 December 2013

Other liabilities

3.3

74

Provisions

3.4

22

Capital funds

3.5

27,930

Profit for the year

3.5

441

of which: a) for income tax

22

Total liabilities and equity

28,467

Off-balance sheet as at 31 December 2013
(in CZK thousands)
Note

31 December 2013

5

14,714

Off-balance sheet assets:
Assets received for management
of which: a) securities
Total off-balance sheet assets
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Income statement for the year ended
31 December 2013 (in CZK thousands)
Interest and similar income

Note

2013

3.6

24

of which: interest income from debt securities
Net profit or loss from financial operations

3
(61)

3.7

Profit from ordinary activities before taxes
Extraordinary income

(37)
3.8

501

3.9

(22)

Profit or loss for the period from extraordinary activities before taxes
Income tax

501

Net profit for the period

441

Statement of changes in equity for the year ended
31 December 2013 (in CZK thousands)
Beginning balance as at 1 January 2013
Purchase of retirement units
Sale of retirement units
Profit for 2013
Balance as at 31 December 2013

Capital funds

Profit or loss under
approval

0

0

27,939

0

(9)

0

0

441

27,930

441
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Notes to the financial statements for the year
ended 31 december 2013
1.

Background information

Establishment and Description of the KB Dynamic Retirement Fund of KB Penzijní společnost, a.s.
The KB Dynamic Retirement Fund of KB Penzijní společnost, a.s. (hereinafter referred to as the “Fund”) was formed on the basis of a decision by
the Czech National Bank on 19 December 2012, effective from 1 January 2013.
The Fund is a retirement fund and is not a stand-alone legal entity. It exists within KB Penzijní společnost, a.s. (hereinafter referred to as the
“Company”), which created and manages the Fund pursuant to Act No. 426/2011 Coll., on Retirement Savings.
The Fund is created by the Company for an indefinite time.
The Company was formed by the transformation of Penzijní fond KB, a.s. according to Section 13 of the Retirement Savings Act, as a successor
to Penzijní fond KB, a.s., which was founded by Komerční banka, a.s. in 1994. A licence for the Company’s activities, including the Company’s
activities pursuant to Act No. 426/2011 Coll., on Retirement Savings, and Act No. 427/2011 Coll., on Supplementary Pension Savings, was
provided by a decision of the CNB on 12 September 2012.
The Fund’s investment objective is to earn returns on the Fund’s assets by investing into a dynamic portfolio consisting mainly of equities and
bonds and to enable participants to participate in the long-term returns potential of dynamic investments.
From the perspectives of the Retirement Savings Act and the types of assets into which the Fund invests, it is a dynamic retirement fund.
The Fund is suitable for investors with longer experience in fund investing and who are not averse to risk. Such investors are aware that the
Fund’s portfolio is characterised by higher volatility in the value of its investments which it is possible to eliminate by holding them over the long
term. Investors in the Fund require high returns on their investments and are able to understand and accept risks related to investing on equity
and bond markets without statutory limitations as to the given geographic area or sector, even though the Fund can and may prefer investment
instruments from the Czech Republic or from Central and Eastern Europe within its investment policy for reasons of geographic proximity and
lower currency risk.
In 2013, the Fund’s assets did not surpass CZK 50 million, the amount according to the Fund’s statutes at which the Fund should begin to fulfil
its main investment objective. In the transition period, the Fund invested more conservatively than would correspond to its dynamic profile and
was managed under rules and limits established for the transition period.
The Fund’s securities portfolio is managed by Investiční kapitálová společnost KB, a.s., a member of the Amundi Group, on the basis of
a contract with KB Penzijní společnost, a.s.
The Fund’s custodian is Česká spořitelna, a.s. (hereinafter referred to as the “Custodian”).

2.

Accounting policies and general accounting principles

The Fund’s financial statements comprise the balance sheet, income statement, statement of changes in equity, off-balance sheet, and
accompanying notes.
The Fund’s accounting records are maintained and the financial statements were compiled in accordance with Act No. 563/1991 Coll., on
Accounting; Czech Accounting Standards for reporting entities that maintain their accounts under Decree No. 501/2002 Coll., as subsequently
amended; and relevant regulations, measures and decrees, specifically Decree No. 501/2002 Coll. of the Ministry of Finance of the Czech
Republic, implementing certain provisions of Act No. 563/1991 Coll., on Accounting, as subsequently amended.
The accounting records are maintained in accordance with general accounting principles, in particular the historical cost valuation basis, with
certain exceptions as described in notes 2.2 and 2.3, the accruals principle and the prudence concept.
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The Fund is subject to the regulatory requirements of Act No. 426/2011 Coll., on Retirement Savings, effective from 1 January 2013, as
subsequently amended. Section 30 of this Act states that the number of participants in retirement funds managed by a pension company must
reach at least 50,000 participants within 24 months from the day when the licence for establishing the retirement funds was granted.
The Czech National Bank may require a pension company to transfer management of its retirement funds to another pension company if the
conditions set forth in Section 30 are not met within 24 months from the day when the licence for establishing the retirement funds was granted.
As at 31 December 2013, the Company managed assets for a total of 13,832 participants in its retirement funds, and it is not probable that it will
acquire the required number of participants within the time established under the Act.
As at the date of compiling the financial statements, the Company’s management had no information available to it which would with sufficient
reliability describe the measures the Czech National Bank would take in relation to a pension company not fulfilling the conditions of the Act.
The possible transfer of the retirement funds’ management to another pension company has no influence either upon the running of the Fund or
upon the participants’ invested assets.
The Company also recognises the long-standing political uncertainty regarding the future of the second pillar of retirement reform. As at the
date of compiling the financial statements, the Company’s management had no information available to it which would with sufficient reliability
describe the content, schedule or likelihood in relation to preparation of new legislative measures beyond those official statements already made
public.
In view of the aforementioned facts, the Company’s management presumes that the Fund will continue its operations as a reporting entity with
an unlimited period of existence, and the Fund’s financial statements have been compiled on this basis.
The amounts included in the financial statements are rounded to the nearest thousand Czech crowns (CZK thousand) unless stated otherwise.
2.1

Transaction Recognition Date

The accounting event date shall mean, in particular, the date of payment or acceptance of cash in circulation; the date of purchase or sale of
foreign exchange or foreign currency; the date of payment; the date on which the ownership or rights to another party’s assets were acquired
or disposed of; the date on which an account receivable or payable arose, was changed or terminated; the date on which assets moved within
the accounting unit; and the date on which other facts that are the subject of accounting occurred or on which the necessary documentation
supporting those facts became available or which resulted from internal conditions of the accounting unit or from special regulations.
A “regular way” purchase or sale of a financial asset (which requires the delivery of the asset within a regular time frame) is a transaction carried
out within the time frame generally established by regulation or convention in the market place concerned.
All securities held by the Fund are recognised using settlement date accounting provided that the period between the contract date and the
fulfilment of the commitment or claim arising from this contract is not longer than the period typical for the relevant type of transaction.
2.2

Securities

Upon acquisition, all securities held by the Fund are stated at fair value as at the acquisition date, which is usually the acquisition cost. Any direct
transaction costs related to the purchase are borne by the Company and are not part of the security’s acquisition cost.
For purposes of the Fund’s accounting, securities are categorised into three portfolios:
– securities at fair value through profit or loss,
– securities available for sale, and
– securities held to maturity.
Securities at Fair Value through Profit or Loss
Securities at fair value through profit or loss fall into two subcategories.
(1) Securities held for trading. Such securities were acquired or obtained with the intent that they will be sold or settled in the near future, or they
are a part of a defined portfolio of financial instruments which are jointly managed in order to generate profits on price differences in the short
term.
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(2) Securities initially recognised by the accounting unit as securities at fair value through profit or loss. Any security which is a financial asset
or security accounted for as a liability may at initial recognition be classified as a security at fair value through profit or loss, with the exception
of participation securities and interests which are not publicly traded and the fair value of which cannot be reliably estimated and of securities
issued by the Company.
In 2013, all securities held by the Fund in the “securities at fair value through profit or loss” portfolio had been included in the portfolio at initial
recognition.
Fair Value of Securities
The fair value of a security is determined as the market value published by the relevant stock exchange or another active public market. In all
other cases, the fair value is estimated as the net present value of cash flows while taking risks into account.
Securities at fair value through profit or loss are initially valued at acquisition cost and subsequently recorded at fair value. All related gains or
losses are recognised in the line “Profit or loss from financial operations”. Interest on securities at fair value through profit or loss is recorded as
interest income.
2.3

Financial Derivatives

The Fund did not conclude any financial derivatives contracts in 2013.
2.4

Receivables and Allowances

Receivables are stated at the carrying value net of allowances. Allowances are created based upon inventory taking if it is demonstrated that the
carrying valuation of assets is higher than the actual balance. The Fund recognises allowances in the expenses line for receivables past due and
receivables from the issuers of bonds arising from outstanding coupons and nominal values. The Fund makes a 100% allowance for unpaid
coupons and nominal values.
2.5

Provisions

Provisions are recognised when the Fund has a present legal or non-contractual obligation as a result of past events, it is probable that an
outflow of resources will be required to settle the obligation, and a reliable estimate of the amount of the obligation can be made.
2.6

Foreign Currency Translation

Transactions in foreign currencies during the year are translated using the daily exchange rates as announced by the Czech National Bank
(hereinafter referred to as the “CNB”) valid as at the transaction date. Assets and liabilities denominated in foreign currencies are translated into
CZK using the foreign exchange rate declared by the CNB as at the balance sheet date.
Foreign exchange rate differences arising from the revaluation of assets and liabilities denominated in foreign currencies are recorded in the line
“Profit or loss from financial operations”.
2.7

Taxation

Income Tax
Income tax expense is calculated in accordance with the provisions of the relevant law of the Czech Republic based on the statutory tax rate
and the profit reported in the income statement prepared pursuant to Czech Accounting Standards, increased or decreased by permanent and
temporary non-deductible expenses and non-taxable income. The income tax rate is 5%.
Deferred Tax
Deferred income tax is determined using the balance sheet liability method for all temporary differences arising between the tax bases for assets
and liabilities and their carrying values.
Deferred income tax is calculated using the tax rates valid for the following period.
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The principal temporary differences arise from securities revaluation and tax losses carried forward. A deferred tax asset is recognised to the
extent that it is probable that future taxable income will be available against which the asset can be utilised.
Deferred tax arising from the revaluation of available-for-sale securities at fair value recognised directly in equity is also reported in equity.
2.8

Accounting Treatment for Retirement Savings Products

Participants’ assets accepted into the Fund’s current account are recorded in the line “Other liabilities” until the time of purchase. At such time
as the accepted funds are used to purchase retirement units, they are recorded in a sub-account which in the chart of accounts is under the line
“Capital funds”.
When retirement units are sold, the amount is reclassified from the sub-account under “Capital funds” to a sub-account which in the chart of
accounts is under the line “Other liabilities” and it is subsequently sent from the Fund’s account to the Company’s current account. After assets
from all funds have been accepted according to the client’s selected strategy, the amount is paid in a lump sum from the Company’s current
account.
2.9

Estimates and Assumptions Used in Financial Statements

The compilation of financial statements requires the management of the Company to make estimates and assumptions which influence the
amounts of assets and liabilities reported at the balance sheet date and the reported amounts of expenses and income for the reporting
period. These estimates, which particularly relate to the determination of fair values for financial instruments and the impairment of assets and
provisions, are based on the information available as at the balance sheet date.
The financial statements have been compiled based on best estimates using all relevant information available as at the date of compiling the
financial statements.
Key areas with the potential for significant differences between the actual results and the estimates include especially fair values of securities.

3.

Additional information on the balance sheet and income statement

3.1

Due from banks

(in CZK thousands)
Current accounts
Term deposits
Total

3.2

31 Dec 2013
13,874
9,672
23,546

Securities

Securities are held in the portfolio of securities at fair value through profit or loss. Debt securities comprised 100% of the total value of securities
as at 1 January 2013 and 31 December 2013.
Debt securities held in the portfolio consist of fixed-rate Czech government bonds denominated in CZK and traded on the main or subsidiary
market of the Prague Stock Exchange.
3.3

Other liabilities

As at 31 December 2013, the line “Other liabilities” amounting to CZK 74,000 comprises clients’ funds received into the Fund’s current account
during the last cycle in 2013 and which were not used to purchase retirement units.
The Fund had no payables either subject to a lien or otherwise encumbered in 2013.
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3.4

Provisions

The Fund creates provisions for paying income tax. For 2013, this provision was created in the amount of CZK 22,000 (see note 3.9).
3.5

Equity

As at 31 December 2013, the Fund’s net asset value was CZK 28,371,000. Profit for 2013 amounted to CZK 441,000. The remaining part
comprises the line “Capital funds” amounting to CZK 27,930,000.
A “Retirement Unit” represents a share in the Fund’s assets.
The “Current Value of a Retirement Unit” means the Fund’s net asset value, reflecting in addition the corresponding part of standard expenses
affecting the Fund’s equity at the day the Current Value of a Retirement Unit is determined, divided by the total number of Retirement Units
recorded on personal retirement accounts of all participants in the Fund at the day the Current Value of a Retirement Unit is determined.
The standard costs affecting the Fund’s net asset value are management and performance fees and expected tax obligation as at the day the fair
values of assets and liabilities are calculated.
All management and performance fees for 2013 were waived for all retirement funds.
Information on the amount of the Current Value of a Retirement Unit of the Fund as at 31 December 2013:
Number of retirement units in the Fund:
Net asset value (in CZK):
Current value of a retirement unit:

27,751,629.0212
28,370,628.65
1.0223

The Fund’s performance for 2013 was a gain of 2.23%.
3.6

Interest income and interest expense

(in CZK thousands)

2013

On current accounts

10

On term deposits

11

On securities
Total interest income

3.7

3
24

Net profit or loss from financial operations

(in CZK thousands)

2013

Profit from securities trading

0

Losses/gains from changes in fair values of securities

(61)

Net profit or loss from financial operations

(61)

No sales of securities were carried out in 2013.
3.8

Extraordinary income

On 6 December 2013, KB Penzijní společnost, a.s. provided a one-time financial subsidy to all retirement funds (second pillar). The Company’s
reason for providing direct financial support to the funds lies in the fact that the amount of assets in the funds during 2013 did not reach the
necessary level which would have made it possible to fully execute the planned investment strategy and achieve such returns as under usual
conditions. The amount of the subsidy was CZK 501,000.
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Income tax

The following table shows adjustments to the net profit or loss before taxes for determining the tax base:
(in CZK thousands)

2013

Profit before tax

463

Additions

1

Subtractions

15

Tax base after adjustments

449

Tax payable using 5% rate

22

Tax allowances

0

Total tax liability

22

No deferred tax was recorded for the Fund. No temporary differences arose between the tax bases for assets and liabilities and their carrying
values in 2013.

4

Risk management framework

The investment policy defined in the Fund’s Statutes for the transformation and post- transformation periods is further detailed in the Fund’s
individual strategies. Both the investment policy and strategy – and including the setting of limits on the management of individual portfolios
– are subject to approval by the Investment Committee, which meets on a monthly basis. The Company’s Risk Management unit proposes
management limit settings within the Fund’s investment strategy and policy which are subject to approval by the Investment Committee and
management of the Company. The Company’s Risk Management unit monitors adherence to all limits defined by law, the Statutes and the
Investment Strategy. There are limits relating to interest rate, currency, equity, credit and liquidity risk.
4.1

Market risk

Market risk comprises the risks stated below and which are regularly monitored and evaluated.
a)
Interest Rate Risk
The Fund may invest into interest rate-sensitive assets. Interest rate risk, which ensues from changes in interest rates, is primarily managed by
setting the portfolio’s average duration and modified duration, which are managed by defining the maximum limit of portfolio duration.
The table below provides information as to the extent of the interest rate exposure for the Fund’s portfolio based either on the contractual
maturity date of its financial instruments or, in the case of instruments that reprice to a market rate of interest before maturity, the next repricing
date. Those assets and liabilities that do not have a contractual maturity date or are not interest-bearing are grouped into the Undefined category.
(in CZK thousands)
2013
Due from banks
Debt securities

Within 3 months

Within 1 year

From 1 to 5 years

Over 5 years

Undefined

Total

17,389

6,157

0

0

0

23,546

0

0

0

4,921

0

4,921

17,389

6,157

0

4,921

0

28,467

Equity

0

0

0

0

28,371

28,371

Other liabilities

0

0

0

0

96

96

Total liabilities

0

0

0

0

28,467

28,467

Total assets

b)
Foreign Currency Risk
The Fund’s exposure to foreign currency risk is monitored by determining the portfolio’s currency position. The Fund has a defined maximum
open position corresponding to the Fund’s policy and strategy and which is approved by the Investment Committee. In managing foreign
currency risk, the Company uses over-the-counter (OTC) derivatives in the forms of currency swaps and forwards traded on the OTC market.
Exposure to foreign currency risk is regularly monitored and evaluated.
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As at 31 December 2013, the Fund holds no assets denominated in foreign currencies.
c)
Equity Risk
Equity risk is the risk of a potential loss leading to a decrease in the price of an asset (shares, collective investment fund). The Company
therefore sets limits for individual issuers and geographic diversification of assets.
As at 31 December 2013, the Fund holds no shares or collective investment funds.
4.2

Credit Risk

Credit risk is the risk that an entity (issuer, counterparty) is not able to meet its obligations. This risk is managed through approved maximum
positions in relation to an entity (issuer, counterparty) based on said entity’s credit rating.
4.3

Liquidity Risk

Liquidity risk plays an important role in planning the Fund’s investments and available cash. The liquidity risk management system aims to
identify, measure and manage the Fund’s liquidity position. The Company regularly evaluates cash payments incoming and outgoing, and it
forecasts cash flows and available cash.
Short-term liquidity management includes decisions on the amounts and composition of liquid assets with maturity up to 7 days, decisions on
transfers of cash among individual accounts, and forecasts of cash flows within the period of one month.
The Fund holds sufficient liquid assets in its portfolio. The securities held are traded on liquid markets, and the Fund is therefore capable of
meeting its short- and long-term obligations.
The table below provides a breakout of assets, liabilities and equity in relevant maturity categories based on the remaining maturity (from the
financial statements date to contractual maturity dates). Those assets and liabilities not having a contractual maturity date are grouped together
into the Undefined category.
(in CZK thousands)
On demand
within 7 days

Within
3 months

Within
1 year

From 1 to
5 years

13,873

3,516

6,157

0

0

21

13,873

3,516

Equity

0

Other liabilities

0

Total liabilities

0

2013
Due from banks
Debt securities
Total assets

4.4

Over
5 years

Undefined

Total

0

0

0

23,546

0

4,900

0

4,921

6,178

0

4,900

0

28,467

0

0

0

0

28,371

28,371

0

0

0

0

96

96

0

0

0

0

28,467

28,467

Operational and legal risk

Operational and legal risks are managed in accordance with the Company’s unified policy.

5.

Off-balance sheet items, assets under management and contingent liabilities

As at 31 December 2013, the Fund managed a portfolio with a value of CZK 14,714,000.
The Fund records off balance sheet no securities transactions with a trade date in 2013 but a settlement date in 2014.
The Fund is not involved in any legal dispute.
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Arrangements with related parties

Assets, Liabilities and Equity
2013
(in CZK thousands)
Assets:
Komerční banka, a.s.

13,113 Current account at KB

Expenses and Income
2013
(in CZK)
Income:
Komerční banka, a.s.

7.

8,934 Interest from current account at KB

Post-balance sheet events

No important events occurred after the balance sheet date.
These financial statements have been approved by the Board of Directors of the Company.
Compilation date
31 March 2014

Signature of the statutory representative

Pavel Jirák

Vojtěch Kubec
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