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At the start of 2016, legislative measures came into effect that,
among other things, opened up the possibility to conclude contracts
for supplementary pension savings without age limitations. This
opportunity attracted great interest, and we concluded 2,189 new
contracts for minors in our company alone during the year.
KB Penzijní společnost’s position on the supplementary pension
insurance and supplementary pension savings market improved
slightly, due especially to stronger loyalty among current participants.
We also witnessed considerable interest in new contracts on
supplementary pension savings in 2016, concluding 30,439 such
contracts. The total number of participants saving with our company
in participation funds thus neared 90,000. Another 446,000
participants are saving with our company under the transformed
supplementary pension insurance system.

Last year marked the definitive termination of the so-called second
pillar – pension savings. We were able to complete the entire
process to the satisfaction of our participants, who were paid out
a total 96% of all money managed within this product in the manner
designated by them. By law, the remaining 4% was transferred to
a specialised financial office.
For the sixth time in a row, KB Penzijní společnost was named
in 2016 the best pension fund of the year in the Czech Republic
by the UK’s Global Banking & Finance Review financial portal.
It was also named the third-best pension company in the
domestic Bank of the Year competition.
I would like to thank all our employees and colleagues for their
excellent work in 2016 and pledge to clients our continued dedication
to provide the highest-quality services in the years to come.

Pavel Racocha
Chairman of the Board of Directors

Financial Section

Pavel Racocha
Chairman of the Board of Directors

The year 2016 was also successful from a financial perspective.
Our profitability permitted us the honour of supporting several
charitable projects focusing especially on senior citizens, people
with disabilities, and children.

Report of the Board of Directors

As you open the annual report of KB Penzijní společnost for 2016,
I am pleased to note that the past year was another successful one
for our clients and for our company.

Assets under management of KB Penzijní společnost

Dear ladies and gentlemen, dear business partners,

KB Penzijní společnost, a.s.

Statement of the Chairman
of the Board of Directors

4

> KB Penzijní společnost, a.s.

KB Penzijní společnost, a.s. Annual Report 2016

Company Profile

Board of Directors

KB Penzijní společnost, a.s. (hereinafter KB PS) was established
through transformation of Penzijní fond Komerční banky (hereinafter
PF KB) pursuant to Act No. 427/2011 Coll., on Supplementary
Pension Savings. PF KB 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.

Pavel Racocha (1962)
Chairman of the Board of Directors and Managing Director
(since 1 April 2014)

As measured by volume of assets under management, 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 its tied agents and external
contracting partners. This extensive network spans the entire Czech
Republic. Clients can conclude contracts for retirement savings and
supplementary pension savings, arrange changes in their contracts,
and obtain information at all of these points of contact.

Shareholder
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.

Graduate of the Management Faculty of the University of Economics,
Prague (1984) and graduate of Columbia University in the City of
New York, Economic Policy Management (1996). Employed at the
Company since 2014. Professional experience: 32 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 (1979). Employed at the Company since
1996. Professional experience: 37 years.
Petr Strnad (1977)
Member of the Board of Directors and Director of the
Operations Division (since 1 April 2014)
Graduate of the University of Economics, Prague, European
Integration and International Policy and Diplomacy (2001) and
graduate of the Faculty of Mathematics and Physics at Charles
University, Financial and Insurance Mathematics (2002). Employed
at the Company since 2014. Professional experience: 16 years.

Report of the Board of Directors

Vojtěch Kubec
Deputy Chairman of the Board of Directors
and Director of the Sales and Marketing
Division

Assets under management of KB Penzijní společnost

Pavel Racocha
Chairman of the Board of Directors
and Managing Director

KB Penzijní společnost, a.s.
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Petr Strnad

Financial Section

Member of the Board of Directors
and Director of the Operations Division
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Supervisory Board
The Supervisory Board is the Company’s oversight body and it
supervises the performance of the Board of Directors in relation
to its responsibilities and the activities of the Company. It presents
to the General Meeting and the Board of Directors proposals for
actions in matters essential to the interests of the Company. The
Supervisory Board consists of six individual members who fulfil
the conditions defined by generally binding legal regulations and
who are not prevented from serving in the position pursuant to the
Act on Business Corporations. Members of the Supervisory Board
are appointed by the General Meeting, and they elect from among
themselves a Chairperson and Vice-Chairperson of the Supervisory
Board. The term of a member of the Supervisory Board is 4 years.
Members of the Supervisory Board
Vladimír Jeřábek (1968), Member (since 20 April 2007), Chairman
(since 19 June 2015)
Jiří Šperl (1964), Member (since 1 April 2015), Vice-Chairman
(since 22 January 2016)
Petr Slabý (1960), Vice-Chairman (from 17 October 2007 to 18
January 2016), Member (since 19 January 2016)
David Formánek (1968), Member (since 1 March 2007)
Jan Pokorný (1966), Member (since 2 October 2009)
Kamil Kočí (1962), Member (since 14 February 2013)
Activities of the Supervisory Board
The Company’s Supervisory Board meets according to need but at
least once every quarter. It has a quorum if a majority of its members
are present at a meeting.

KB Penzijní společnost, a.s. Annual Report 2016

Report of the Supervisory Board of KB Penzijní
společnost, a.s. for 2016
In 2016, the Supervisory Board, as the oversight body of KB
Penzijní společnost, a.s. (hereinafter referred to as the “Company”),
supervised the performance of the Board of Directors in relation to
its responsibilities and the activities of the Company. It carried out its
tasks ensuing from the relevant provisions of law and the Company’s
Articles of Association. It regularly verified whether the Company’s
activities were carried out in accordance with generally binding legal
regulations, the Articles of Association, the Statutes, as well as the
interests of the participants and the shareholder. For purposes of this
verification, the Board of Directors provided to the Supervisory Board
documents and information. During 2016, the Supervisory Board was
regularly informed with regard to the Company’s activities.
During 2016 the Supervisory Board convened for four regular
meetings, and two decisions were taken by voting remotely without
meeting. In addition to the aforementioned activities, the Supervisory
Board also focused during 2016 on monitoring fulfilment of
planned sales and financial results; the development of investments
and performance of individual funds; the market position of the
Company; risk management; evaluation of the internal control
system and remuneration system; the activities of the internal audit
and compliance; changes in the Funds’ Statutes; and cancellation
of retirement savings (the second pillar). The Supervisory Board
continuously presented to the Board of Directors suggestions,
recommendations and proposals for measures to improve the
Company’s activities. The Supervisory Board was also regularly
informed about the activities of the Audit Committee.
At its meeting on 22 January 2016, the Supervisory Board elected Mr
Jiří Šperl as its Vice-Chairman. Acting in the capacity of the general
meeting, the sole shareholder appointed Member of the Supervisory
Board Mr Petr Slabý to a new term effective from 19 January 2016.
The Supervisory Board examined the financial statements of the
Company for the 2016 fiscal year and states that the accounting
data and record-keeping were maintained in due manner and in
accordance with generally binding legal regulations governing the
conduct of accounting.
On the basis of these facts, the Supervisory Board recommends that the
sole shareholder approve the Company’s financial statements for 2016.
The Supervisory Board examined the proposal of the Board of
Directors for distribution of the Company’s profit from 2016 and
recommends that the sole shareholder decide on the distribution of
2016 profit in accordance with the Board of Directors’ proposal.
In Prague on 13 April 2017

Vladimír Jeřábek
Chairman of the Supervisory Board

The sole shareholder of, a.s. (hereinafter referred to as the
“Company”), acting in the capacity of the general meeting, took
the following decisions in 2016:

Members of the Audit Committee
Ida Balusková, Chairwoman (from 20 March 2015 to
20 January 2017), Member (since 20 January 2017)
Jan Žůrek, Member (since 1 January 2017), Chairman (since
20 January 2017)
Pavel Suchý, Vice-Chairman (since 21 January 2010)
Martin Pithart, Member (from 22 June 2013 to 31 December 2016)
Activities of the Audit Committee
The Audit Committee meets according to need (usually once a
quarter) but at least four times a year. The Audit Committee has
a quorum if a majority of all Audit Committee members are present
at a meeting. A majority of all members is necessary to make
a decision. If the votes are equal, the chairperson shall cast the
deciding vote. The person in question shall not vote in respect to
electing and removal of the chairperson of the Audit Committee.

• On 19 April 2016, it decided on the Company’s results, approved
the Report of the Board of Directors on the Company’s Business
Activities and State of its Assets for 2016, approved the financial
statements for 2016, decided on distribution of profits for 2016,
and appointed Deloitte Audit s.r.o. as external auditor for 2016.
• On 13 December 2016, it recalled Mr Martin Pithart from
his position as Member of the Audit Committee, effective
from 31 December 2016, and appointed Mr Jan Žůrek as
Independent Member of the Audit Committee, effective from
1 January 2017.

Report of the Board of Directors

The Audit Committee was established in accordance with Act
No. 93/2009 Coll., on Auditors, as amended, and consists of
three individual members who fulfil the conditions of professional
qualification and independence required by the Act on Auditors.
The members of the Audit Committee are elected for a period
of four years.

Assets under management of KB Penzijní společnost

General Meetings in 2016

Financial Section

Audit Committee

KB Penzijní společnost, a.s.
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Organisational Structure

KB Penzijní společnost, a.s., as at 31 December 2016

GENERAL MEETING

Audit Committee

Supervisory Board

BOARD OF DIRECTORS

Managing Director

Managing Director’s Office

Investment Committee

Management Support
and Reporting

Sales and Marketing

Operations

Retail

Finance and Accounting

Client Care and Methodology

Investment Auditing and
Reporting

Corporate Sales

Contract Register

External Partners and Marketing

Contributions

Benefits

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 (from 1 January
2016 to 31 December 2016) by:

AXA investiční společnost1, a.s., having its registered office at
Lazarská 13/8, Prague 2, Postal Code 120 00
• 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 2 retirement
funds – KB Conservative Retirement Fund and KB Government
Bond Retirement Fund.
• Its activities were carried out pursuant to Act 240/2013 Coll.

As at 31 December 2016, the Company managed four participation funds and one transformed fund

Participation funds

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

Transformed fund
1

Transformed Fund of KB Penzijní společnost, a.s.

During the year, AXA investiční společnost, a.s. did not manage any assets in the funds of KB Penzijní společnost, a.s.

Report of the Board of Directors

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

Assets under management of KB Penzijní společnost

The custodian for the participation funds and the Transformed Fund
is:

Investiční kapitálová společnost KB, a.s., having its registered
office at Prague 1, Dlouhá 34, č. p. 713, Postal Code 110 15
• 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 240/2013 Coll.

Financial Section

Fund Custodian

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 2016
Most Significant Events in 2016

Market Position of KB Penzijní společnost

KB Penzijní společnost (KB PS), a member of the Komerční banka
financial group, reaffirmed its position in 2016 as one of the
strongest and most successful companies on the Czech retirement
savings market. This was reflected in the increased interest in
savings with KB PS among participants and resulted in a slight
increase in market share.

As at the end of 2016, we had 535,156 registered participants.
With assets under management of CZK 48.923 billion, we rank
among the strongest pension companies on the market.

In 2016, our company managed a total of CZK 48.9 billion in the
Transformed Fund and Participation Funds. Last year, 30,439
new participants concluded contracts with KB PS, bringing to
535,000 the total number of our clients. The volume of assets
under management increased by 9.9% in the year just ended.
By that measure, KB PS was also among the three largest pension
companies on the Czech market in 2016.
Last year KB Penzijní společnost continued its close co-operation
with employers to provide employee benefit services. Overall,
28% of our participants under 60 years of age receive an employer
contribution, which averages CZK 785.
The core of our new contracts volume in 2016 was acquired
through the distribution network of Komerční banka, a.s. Another
significant sales channel for our products was the sales network
of Modrá pyramida stavební spořitelna, a.s. The share of contracts
intermediated through external sales networks and our tied agents
also increased substantially.
The year 2016 was marked by very turbulent financial markets and
the persisting environment of extremely low interest rates. Along
with the exchange rate commitment of the Czech National Bank
and foreign investors’ extreme interest in Czech government bonds,
on the one hand, and the guarantee of positive investment returns
on assets every year as required by law, on the other, this situation
did not permit achieving even better appreciation on assets under
management.
After examining our results, the UK’s Global Banking & Finance
Review financial portal, which is one of the world’s most visited
online journals for international banking and the financial sector,
named our company Best Pension Fund Czech Republic 2016.
In the domestic Bank of the Year 2016 competition, KB Penzijní
společnost was named third-best pension savings company
on the Czech market.

We have stabilised the participants in the Transformed Fund, which
has been closed to new clients since 2013, and their numbers
have therefore gradually diminished. In addition, we acquired more
than 30,000 new contracts in supplementary pension savings.
We thus managed to limit substantially the year-on-year decrease
in the number of participants to 0.8%, which is the best result
on the market. The average year-on-year decrease in number of
participants for all pension companies is 2.3%.
Employers contribute to the pensions of more than 108,000
participants, representing 28% of our clients under 60 years of age.
In 2016, the average employer contribution increased to CZK 785.
During the year we launched two marketing campaigns to support
our new pension savings option – the possibility to conclude
a supplementary pension savings contract for minors. We were thus
able to acquire a 17.4% share in this age segment.

Sales Activities
In 2016, we continued our sales and marketing co-operation with
Komerční banka (KB) and its entire financial group. KB is a key
distribution channel for intermediating supplementary pension
savings contracts and providing services to supplementary pension
insurance participants with a state contribution. The Retail Segment
is the most important part of this co-operation, and it has the highest
share in the number of newly concluded contracts and amendments
modifying pension savings parameters. The services of the KB
call centre, which provides telephone communications with our
participants, constitute another important part of this co-operation.
Co-operation with KB’s corporate segments in acquiring contacts for
employers who may contribute to their employee’s pension savings
also was extended.
During the year, we successfully developed our co-operation with
external distribution networks and followed up on the previous
good results from the years before the transformation. The share
of contracts intermediated by this segment doubled year on year,
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Through the year, we repeatedly informed pension savings (second
pillar) participants of that pillar’s discontinuation, which we managed
very well and without problems for either the participants or for KB
PS. According to participants’ requests, we paid out 96% of assets
saved under the second pillar to their pension or bank accounts and
transferred the remainder to the Financial Office.
In the marketing area, we continued to utilise the relationship with
Komerční banka and became an integral participant in the parent
bank’s unified system of campaigns. Among the most effective was
the appeal for participants to increase their monthly contributions
and make the most of our products’ tax advantages.
Communication with interested parties and with current participants
was focused mainly on the stability of pension savings (third pillar).
We also presented the advantages of life cycle strategies, which
successfully overcome turbulent periods of fluctuating financial
markets. At the close of 2016, we actively informed participants and
interested parties about tax changes for 2017 making pension savings
even more attractive for both participants and their employers.

KB Penzijní společnost, a.s.

There were no fundamental changes in the Company’s structure
during 2016. In mid-2016, an organisational change was approved
in the Operations Division to remove one level of management.
This change achieved several objectives: increased management
efficiency, enhanced substitutability in key activities, and reduced
operational risk.
The total number of employees remained the same after the
organisational change. As at 31 December 2016, the company had
51 employees.
In 2016, KB PS employees attended a total 855 hours of training,
including mandatory courses. A substantial portion of training
was in finance, accounting, and soft skills. The offer of e-learning
courses, including languages, expanded in 2016.
The Company provides a number of benefits to its employees,
such as a discounted canteen, banking benefits made possible
by its membership in KB Group, paid vacation, and contribution
to employees’ supplementary pension savings. In addition to these
benefits, employees may also use the Cafeteria service through
which they can easily purchase tax-advantageous services and draw
employee discounts. Last but not least, KB PS organised Health
Days where its employees were able to have various preventive
examinations at the workplace. KB PS will continue to extend the
offer of employee benefits in the months ahead.
The year 2016 was also marked by two trends in the area of human
resources – simplifying processes to reduce their time demands and
boosting outputs to a qualitatively higher level.

Report of the Board of Directors

Another area in which we surpassed the competition was participant
stabilisation. We attribute this result to our readily understandable
explanation as to the advantages of pension savings and, in
particular, the high-quality service we provide to existing participants.

Co-operation between KB Penzijní společnost, a.s. (KB PS) and
Komerční banka, a.s. (KB) in the area of human resources continued
in 2016. The main reasons for doing so are the constantly improving
efficiency of services for employees and use of synergies in human
resources management and development.

Assets under management of KB Penzijní společnost

Two marketing campaigns launched during the year focused on
a new possibility in pension savings. Thanks to an amendment
to the Supplementary Pension Savings Act, minors may now
participate in supplementary pension savings. Both campaigns’
visuals received positive reviews from the trade publications
Strategie and MAM. The media component of the campaign was
supported by a successful direct-mailing campaign. KB PS is now
among the three best pension companies by share of contracts
concluded with minor participants. The advantages of KB PS’s
supplementary pension savings for all age categories and the
stability of supplementary pension savings with state contribution
were also actively presented in other marketing campaigns
throughout the year. The public’s negative view of pension savings
is thus gradually starting to come around.

Human Resources

Financial Section

growing to 25%. Co-operation with the distribution network of Modrá
pyramida stavební spořitelna contributed substantially to this result.
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Comments on the Financial Results of the
Company
As seen in most financial indicators, the Company recorded very good
results in 2016. The profit for 2016 exceeded CZK 234 million, which
is one-third greater than in the previous year.
These results were positively influenced especially by further growth
in the volume of assets managed within the Transformed Fund,
whereas revenues from asset management fees constituted the main
source of the Company’s revenues.
Due to the prevailing environment of low interest rates, however,
returns on the Transformed Fund decreased in 2016, as did the
associated performance fees. With the start of liquidating second pillar
funds, as from 1 July 2016 the Company reduced its collected fees.
In the fourth quarter, then, it stopped collecting these fees altogether
for such funds.
The results for 2016 also saw a positive contribution due to lower
accrual of commission expenses in comparison with the previous year
and which was caused in part by an extension of their accrual period.
The Company continued in diligently controlling operating expenses
and succeeded year on year to further reduce the ratio of expenses
to revenues by 12% to the level of 36%.
As in previous years, there occurred during 2016 a further
strengthening of shareholder’s equity due to keeping the profit for
2015 in retained earnings. At the end of 2016, the Company recorded
shareholder’s equity exceeding CZK 1.6 billion. The Company’s
shareholder’s equity is invested predominantly in long-maturity term
deposits, government bonds, and mortgage bonds.

KB Penzijní společnost, a.s. Annual Report 2016

Development Strategy and Outlook for 2017
This year we aim to build upon our strengths – that is to say, the
high-quality services provided to our clients, pension savings
participants, co-operating employer organisations, business
partners, and employees. Starting this year, tax advantages will
increase for contributions from both participants and employers.
We will therefore focus on further popularising pension savings as
the most advantageous employee benefit. We are also planning to
boost substantially our electronic communications with current and
prospective clients and especially to simplify access to such basic
documents as annual statements and tax confirmations. To do so, we
will implement modifications to our internal processes and electronic
communications channels. Of course, another great challenge will
be to maintain our trend of excellent sales and financial results from
previous years. In investing assets under management, we will have
to balance the difficult-to-predict developments on financial markets
which will be influenced especially by the change in the Czech
National Bank’s exchange rate regime, probable increase in interest
rates around the world, and political developments at home and
abroad. In carrying out our activities, our guiding principle will of course
be to manage the assets entrusted to us by our participants with an
acceptable level of risk and a good return. Nothing has changed
regarding the strict regulation of our activities, which makes pension
savings the most regulated product on the savings market. On the
other hand, the limitations placed on investments and trading by such
regulation are balanced by the fact that we offer the safest solution for
the needs of long-term savers. Regulation will certainly not diminish.
To the contrary, additional regulation, such as European data protection
regulation, will gradually be implemented.
In 2017, as in previous years, we will use our resources to support
those less fortunate who rely on some help from others, be it due to
their health, aging, or social issues. Charitable activities allow us to
share the results of our work with those in need and to realise the
importance of the key values in life.
I believe that 2017 will be a successful year for our clients, our partners,
and our employees. We will do all we can to make it so.

In Prague on 23 March 2017
For the Board of Directors of KB Penzijní společnost, a.s.

Pavel Racocha
Chairman of the Board of Directors
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In environmental protection, we have long been focused on proper
waste handling and sorting within our work environment. KB PS
headquarters is provided with collection boxes which employees
may use to dispose of used batteries, whether from the office
or home, in an environmentally friendly way. In our activities, we
also take into account a number of key issues concerning the
environment, including, for example, the use of green energy and
recycling of empty printer and toner cartridges.
In the social sphere, KB PS’s responsibility begins within the
Company in its relation to its employees. We are ever mindful of
the fact that only satisfied, motivated, and loyal employees will
provide first-rate services to our participants. Our objective is to
enable continuous professional development for all employees in
accordance with their wishes and personal capacities. In 2016, we
introduced the possibility to take home office for those positions for
which it is suitable to do so.
On a broader social scale, we particularly promote the support of
people with social and health disadvantages. In 2016, we supported
three select projects together with the KB Jistota Foundation.
We contributed CZK 187,312 to the Beroun Parish Charity to
finance educational programmes for children from pre-schools
and elementary schools in the Beroun area and inter-generational
engagement for senior citizens and people with medical disabilities
under the Charity’s care. The amount of CZK 150,000 was donated
to the public service company ICOS Český Krumlov, which provides
comprehensive social and advisory services for seniors, at-risk
children and families, and people with medical disabilities. We again
supported the Sdružení D Olomouc with a donation of CZK 80,000

KB Penzijní společnost, a.s.

Responsible risk management along with transparent dealings
with pension savings participants as well as co operating
organisations and suppliers exemplify how we practice corporate
social responsibility in the economic area. Employees must follow
strict rules of conduct preventing corrupt behaviour. We also exert
maximum effort to prevent the misuse of our services for money
laundering or the financing of terrorism. To this end we apply rules,
methods, and control procedures in accordance with the relevant
regulations, norms, and requirements of the Société Générale
financial group. These rules and methods are subject to continuous
testing and updating and employees receive regular training and
examinations to ensure their awareness and adherence.

Awards
For the sixth time in a row, KB PS was named Best Pension Fund
Czech Republic 2016 by the UK’s Global Banking & Finance Review.
It was also named the third-best pension company within the
domestic Fincentrum’s Bank of the Year competition.
Expert juries especially appreciated the fact that since 1 January
2016, when the product offer was extended also to the under-18 age
group, KB PS has acquired a nearly 18% market share. Participants’
assets are managed by Amundi, Europe’s largest asset management
company. The offer of life cycle strategies which adapt a participant’s
investment risk profile according to his or her choice is also highly
appreciated, and participants’ tax advantages are maximised through
the Tax Optimum service. In KB PS’s more than 20-year history, it has
generated returns on the funds of almost 1.5 million clients by more
than 4% annually. As measured by contract duration, our participants
are among the most loyal on the market.

Report of the Board of Directors

KB PS reflects the principles of corporate social responsibility into
its values and long-term strategy as well as into everyday practice.
Corporate social responsibility within KB PS is being developed
in the economic, environmental, and social spheres.

As has become a tradition, sport-minded and able-bodied
employees of KB PS joined forces with other KB Group employees
to take part in the event Do práce na kole (“Cycling to Work”). Not
only did we set a company record for our largest-ever number of
participants (224), but we also collected a total of CZK 20,750 to
contribute to the KB Jistota Foundation in support of Wheelchair
Athletics. Employees were also able to contribute using QR codes.
Finally, as is another tradition, we also participated in voluntary blood
donations.

Assets under management of KB Penzijní společnost

KB Penzijní společnost (KB PS) considers corporate social
responsibility to be one of the key factors for its long-term success.
A pillar of our strategy consists in long-term partnership with
pension savings participants, employees, tied agents, and external
intermediaries.

for the very important project Násilí na internet nepatří (“The internet
is no place for violence”), aimed at preventing on-line violence, of
which children and young people are especially at risk.

Financial Section

Corporate Social Responsibility
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Annual Report – Participation Funds
This Annual Report for the individual participation funds contains
the following information for each fund in relation to the given
period: name of the fund; identification number assigned by
CNB; pension company managing the fund; the fund’s portfolio
managers; the fund’s custodian; 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

Participation funds

as at the date of valuation for the purposes of this 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;
and the fund’s owners’ equity and net asset value per pension unit
as at 31 December.

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

Information on the fund’s portfolio managers

Investiční kapitálová společnost KB, a.s., shaving its registered office at Prague 1, Dlouhá 34, č. p. 713,
Postal Code 110 15
Company ID No.: 60196769
Entered in the Commercial Register maintained by the Municipal Court in Prague, Section B, file 2524
Portfolio managers:
• Pavel Roštok (from establishment to 8 Nov 2016), 15 years of professional experience, graduate of
University of Economics, Prague
• David Netušil (since 30 Jun 2015), 16 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, Prague 4, 140 00
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)

ISIN

Number

Total acquisition cost1

Total market value with
aliquot interest

Percent of fund’s
assets

Gov. bond 0.45/23

CZ0001004600

27,971

286,169

285,229

20%

Gov. bond VAR/17

CZ0001003438

21,184

213,141

215,740

15%

Gov. bond 5.70/24

CZ0001002547

8,500

119,641

122,795

8%

Name of security/deposit

Current accounts at KB
Gov. bond 1.5/19

CZ0001003834

10,721

UniCredit term deposits

118,854

8%

111,013

114,221

8%

118,500

118,651

8%

Gov. bond VAR 20

CZ0001004113

10,500

105,687

107,209

7%

Gov. bond 4.6/18

CZ0001000822

8,660

91,950

96,245

7%

93,512

6%

Gov. bond 4.00/17

CZ0001001903

7,489

75,587

78,074

5%

BNP Paribas FRN 02/23

FR0013113164

310

32,899

33,071

2%

Gov. bond 5/19

CZ0001002471

1,813

Current accounts at Česká spořitelna

Citibank term deposits

19,962

21,245

1%

18,000

18,009

1%

1	“Total acquisition cost” and “Total market value with aliquot interest” are stated in CZK. Acquisition cost is not stated for current accounts. Bond acquisition cost is amortised acquisition
cost. Current balance is stated in the column “Total market value with aliquot interest”.

Report of the Board of Directors

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

Assets under management of KB Penzijní společnost

8080237513

Pension company

Financial Section

Identification number assigned by CNB

KB Penzijní společnost, a.s.

KB Mandatory Conservative Participation Fund of KB Penzijní společnost, a.s.
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Information on the composition of and changes
in the fund’s assets as at 31 Dec 2016

Unit value development in the current year
1.0220

1.0200

24.30%

Deposits

1.0180

75.70%

Bonds

1.0160

7.12.2016

7.11.2016

7.10.2016

7.9.2016

7.8.2016

7.7.2016

7.6.2016

7.5.2016

7.4.2016

7.3.2016

7.2.2016

7.1.2016

1.0140

As at 31 Dec 2016, the majority of the assets in the Mandatory Conservative Participation Fund were invested in Czech state bonds.
The fund’s largest position was SD 0.45/23 with a 20% share. More than 24% of assets under management were placed in current accounts
and term deposits. Deposits were held primarily at Komerční banka, UniCredit, and Česká spořitelna. The share of bonds increased by more
than 9% year on year. As at 31 Dec 2016, the fund’s NAV was around CZK 1.4 billion.
Basic information about the fund as at 31 Dec 2016
NAV (in CZK)

1,428,401,939.88

Number of units

1,401,681,543.7542

Unit value as at 31 Dec 2016

1.0191

Unit value as at 31 Dec 2015

1.0206

Unit value as at 31 Dec 2014

1.0169

Gain since establishment

1.91%

Gain in 2016

(0.15%)

Loss for the year ending 31 Dec 2016 (in CZK thousands)

(541)

Consideration assigned to the pension company
Fees

1 Jan 2016–31 Dec 2016

Management fee

0.4%

Performance fee

10%

Consideration assigned to the pension company
Consideration assigned to KB PS for 1 Jan 2016–31 Dec 2016

Management fee

CZK 4,420,230

Performance fee

CZK 0

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

Fund’s equity

Value per pension unit

31 Dec 2016

1,428,401,939.88

1.0191

31 Dec 2015

809,863,564.58

1.0206

31 Dec 2014

462,337,042.84

1.0169

31 Dec 2013

135,726,486.74

1.0036
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Information on the fund’s portfolio managers

Investiční kapitálová společnost KB, a.s., having its registered office at Prague 1, Dlouhá 34, č. p. 713,
Postal Code 110 15
Company ID No.: 60196769
Entered in the Commercial Register maintained by the Municipal Court in Prague, Section B, file 2524
Portfolio managers (since establishment):
• Pavel Roštok (from establishment to 8 Nov 2016), 15 years of professional experience, graduate
of University of Economics, Prague
• David Netušil (since establishment), 16 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, Prague 4, 140 00
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)

ISIN

Number

Total acquisition cost2

Total market value with
aliquot interest

Percent of fund’s
assets

Gov. bond 0.45/23

CZ0001004600

4,200

42,894

42,829

14%

Gov. bond 4.70/22

CZ0001001945

2,560

32,136

33,046

11%

Name of security/deposit

Current accounts at Česká spořitelna

24,436

8%

24,300

24,324

8%

22,110

7%

1,110

15,457

16,036

5%
5%

UniCredit term deposits
Current accounts at KB
Gov. bond 5.70/24

CZ0001002547

POLAND 5% 03/22

US857524AB80

545

15,552

15,447

LU0274211217

11,200

10,121

10,497

4%

POLAND 5.125% 04/21

US857524AA08

273

7,726

7,723

3%

POLAND 6.375/19 USD

US731011AR30

2x60

7,377

7,615

3%

SLOVAK 4.375% 5/22

XS0782720402

270

7,644

7,573

3%

SANUK 1.125% 09/23

XS1487315860

270

7,305

7,289

2%

Credit Suisse FRN 03/23

XS1355060952

68

7,256

7,271

2%

BNP FRN 02/23

FR0013113164

65

6,896

6,934

2%

BPCEGP FRN 04/02/23 CZK

FR0013110103

2

6,011

6,009

2%

US06739GAR02

210

5,808

5,875

2%
2%

DB X-TR EURO STOXX 50-1D

BACR 5.125% 01/20
NET4GAS 2.25% 01/21

XS1090620730

54

5,535

5,809

CITI BANK 2.4% 2/20

US172967JJ16

185

4,730

4,777

2%

GS 2.55% 10/19

US38148FAB58

184

4,748

4,777

2%

Morgan Stanley 2.375% 7/19

US61746BDR42

183

4,698

4,756

2%

BREPW 1.398/20

XS1496343986

170

4,593

4,636

2%

PKOBP 2.324% 1/19

XS1019818787

140

3,867

3,999

1%

CESDRA 1.875% 05/23 EUR

XS1415366720

130

3,481

3,682

1%

Gov. bond 2.4/25

CZ0001004253

300

3,514

3,549

1%

BAC FRN 9 20

XS1290851184

110

2,975

3,032

1%

ACAFP FRN 2/18

XS0880210702

3

3,027

3,030

1%

US46115HAD98

105

3,012

3,014

1%

ISPIM 6.50% 02/21
2

Acquisition cost is not stated for current accounts. Bond acquisition cost is amortised acquisition cost. Current balance is stated in the column “Total market value with aliquot interest”.

Report of the Board of Directors

KB Penzijní společnost, a.s., náměstí Junkových 2772/1, Postal Code 155 00
Company ID No.: 61860018
The pension company obtained its licence from CNB to establish the fund with effect from 1 Sep 2015.

Assets under management of KB Penzijní společnost

8080237556

Pension company

Financial Section

Identification number assigned by CNB

KB Penzijní společnost, a.s.

KB Savings Conservative Participation Fund of KB Penzijní společnost, a.s.
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Unit value development in the current year
1.0200

71.97%

Bonds

4.25%

Shares, ETFs, mutual funds

0.02%

Other

1.0100

1.0000

0.9900

23.76%

Deposits
7.12.2016

7.11.2016

7.10.2016

7.9.2016

7.8.2016

7.7.2016

7.6.2016

7.5.2016

7.4.2016

7.3.2016

7.2.2016

7.1.2016

0.9800

As at 31 Dec 2016, the majority of assets in the Savings Conservative Participation Fund were invested in bonds (more than 71%). These
were primarily Czech, Polish, and Slovak government bonds, complemented with select corporate bonds. More than 23% of assets under
management were placed in current accounts and term deposits held primarily at Česká spořitelna, UniCredit and Komerční banka.
Approximately 4.3% of the fund’s assets were invested in equities through ETFs focused on European equities. The fund’s largest position
was Gov. bond 0.45/23 with 14% of the fund’s assets. The share of bonds decreased by approximately 2% year on year and that of shares,
ETFs, and mutual funds increased by 1.3%. As at 31 Dec 2016, the fund’s NAV was around CZK 294.9 million.
Basic information about the fund as at 31 Dec 2016
NAV (in CZK)

294,871,683.84

Number of units

292,491,710.9278

Unit value as at 31 Dec 2016

1.0081

Unit value as at 31 Dec 2015

1.0036

Gain since establishment

0.81%

Gain in 2016

0.45%

Profit for the year ending 31 Dec 2016 (in CZK thousands)

1,182

Consideration assigned to the pension company
Fees

1 Jan 2016–30 Apr 2016

1 May 2016–31 Dec 2016

Management fee

0.4%

1%

Performance fee

0%

0%

Consideration assigned to the pension company
Consideration assigned to KB PS for 1 Jan 2016–31 Dec 2016

Management fee

CZK 1,848,850

Performance fee

CZK 0

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

Fund’s equity

Value per pension unit

31 Dec 2016

294,871,683.84

1.0081

31 Dec 2015

174,033,262.51

1.0036
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Information on the fund’s portfolio managers

Investiční kapitálová společnost KB, a.s., having its registered office at Prague 1, Dlouhá 34, č. p. 713,
Postal Code 110 15
Company ID No.: 60196769
Entered in the Commercial Register maintained by the Municipal Court in Prague, Section B, file 2524
Portfolio managers:
• Pavel Roštok (from establishment to 8 Nov 2016), 15 years of professional experience, graduate
of University of Economics, Prague
• David Netušil (since 30 Jun 2015), 16 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, Prague 4, 140 00
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

UniCredit term deposits

Total acquisition cost3

Total market value with
aliquot interest

Percent of fund’s
assets

24,700

24,726

8%

Gov. bond 3.75/20

CZ0001001317

1,708

19,188

19,931

6%

Gov. bond 0.45/23

CZ0001004600

1,700

17,311

17,335

6%

17,138

6%

Current accounts at Česká spořitelna
Gov. bond 1.5 10/19
VANGUARD FTSE ALL WORLD
POLAND 5% 03/22

CZ0001003834

1,476

15,185

15,725

5%

IE00B3RBWM25

7,624

11,873

13,693

4%

US857524AB80

450

12,777

12,755

4%

DB X-TR EURO STOXX 50-1D

LU0274211217

12,941

11,141

12,128

4%

AMUNDI ETF MSCI WORLD

FR0010871160

1,736

10,066

10,919

4%

ISHARES EURO STOXX 50 UCITS

DE0005933956

11,957

10,890

10,671

3%

Gov. bond 2.4/25

CZ0001004253

820

9,558

9,702

3%

US TSY 1.5% 8/26

US9128282A70

3,300

8,300

7,823

3%

AMUNDI ETF JPX-NIKK 400 UCITS-DL

FR0012688299

1,990

7,309

7,524

2%

FORD 3.096% 5/23

2%

US345397XZ10

300

7,708

7,466

SANUK 1.125% 09/23

XS1487315860

270

7,305

7,289

2%

BREPW 1.398/20

XS1496343986

260

7,025

7,091

2%

Credit Suisse FRN 03/23

XS1355060952

65

6,936

6,950

2%

BNP FRN 02/23

FR0013113164

62

6,578

6,614

2%

BPCEGP FRN 04/02/23 CZK

FR0013110103

2

6,005

6,009

2%

NET4GAS 2.25% 01/21

XS1090620730

53

5,432

5,701

2%

PKOBP 4.63% 9/22 REGS

XS0783934085

200

5,350

5,384

2%

CFELEC 4.875% 05/21 REGS

USP30179AJ79

200

5,396

5,312

2%

AMUNDI ETF MSCI EMERG MKT-B

FR0010959692

53,693

5,032

4,999

2%

CESDRA 1.875% 05/23 EUR

XS1415366720

160

4,285

4,531

1%

AMUNDI ETF EURO STOXX 50-C

FR0010654913

2,191

3,787

3,953

1%

PEGAS NONWOVENS

LU0275164910

4,263

3,183

3,265

1%

3

Acquisition cost is not stated for current accounts. Bond acquisition cost is amortised acquisition cost. Current balance is stated in the column “Total market value with aliquot interest”.
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KB Penzijní společnost, a.s., náměstí Junkových 2772/1, Postal Code 155 00
Company ID No.: 61860018
The pension company obtained its licence from CNB to establish the fund with effect from 1 Jan 2013.
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As at 31 Dec 2016, the majority of assets in the Balanced Participation Fund were invested in bonds (more than 51%) and stocks, ETFs,
and mutual funds (more than 34%). These consisted primarily of Czech, Polish and US state bonds, corporate bonds, and broadly diversified
index ETFs focused on global, European and Japanese equities. Deposits comprised 13.7% of the fund’s assets. The fund’s largest positions
as at 31 Dec 2016 were a term deposit at UniCredit (8%) and the Czech state bonds issue Gov. bond 3.75/20 (6%). The share of bonds
increased by approximately 15% year on year and that of shares, ETFs, and mutual funds decreased by 7%. As at the end of the year,
the fund’s NAV was around CZK 304.8 million.
Information on the composition of and changes
in the fund’s assets as at 31 Dec 2016

Unit value development in the current year
1.0600

34.39%
0.08%

Shares, ETFs, mutual funds
Other

13.69%

Deposits

51.84%

Bonds

1.0350

1.0100

0.9850

7.12.2016

7.11.2016

7.10.2016

7.9.2016

7.8.2016

7.7.2016

7.6.2016

7.5.2016

7.4.2016

7.3.2016

7.2.2016

7.1.2016

0.9600

Basic information about the fund as at 31 Dec 2016
NAV (in CZK)

304,786,619.96

Number of units

289,165,186.5247

Unit value as at 31 Dec 2016

1.0540

Unit value as at 31 Dec 2015

1.0629

Unit value as at 31 Dec 2014

1.0465

Gain since establishment

5.4%

Gain in 2016

(0.84%)

Loss for the year ending 31 Dec 2016 (in CZK thousands)

1,321

Consideration assigned to the pension company
Fees

1 Jan 2016–31 Jan 2016

1 Feb 2016–31 Dec 2016

Management fee

0.8%

1%

Performance fee

10%

15%

Consideration assigned to the pension company
Consideration assigned to KB PS for 1 Jan 2016–31 Dec 2016

Management fee

CZK 2,264,232

Performance fee

CZK 0

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

Value per pension unit

31 Dec 2016

Valuation date

304,786,619.96

1.0540

31 Dec 2015

176,112,767.74

1.0629

31 Dec 2014

67,452,670.02

1.0465

31 Dec 2013

15,273,078.44

1.0107
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Information on the fund’s portfolio
managers

Investiční kapitálová společnost KB, a.s., having its registered office at Prague 1, Dlouhá 34, č. p. 713,
Postal Code 110 15
Company ID No.: 60196769
Entered in the Commercial Register maintained by the Municipal Court in Prague, Section B, file 2524
Portfolio managers:
• Pavel Roštok (from establishment to 8 Nov 2016), 15 years of professional experience, graduate of University
of Economics, Prague
• David Netušil (since 30 Jun 2015), 16 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, Prague 4, 140 00
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 cost4

Current accounts at Česká spořitelna
AMUNDI ETF MSCI WORLD

Total market value with
aliquot interest

Percent of fund’s
assets

22,112

7%

FR0010871160

3,368

18,374

21,184

6%

IE00B3RBWM25

9,980

15,568

17,924

5%

LU0274211217

16,204

14,228

15,186

5%

ISHARES EURO STOXX 50 UCITS

DE0005933956

13,147

11,541

11,733

4%

AMUNDI ETF EURO STOXX 50-C

FR0010654913

6,000

9,648

10,825

3%

SANUK 1.125% 09/23

XS1487315860

360

9,741

9,718

3%

BREPW 1.398/20

XS1496343986

350

9,457

9,545

3%

AMUNDI ETF MSCI EMERG MKT-B

FR0010959692

98,151

9,225

9,137

3%

BPCEGP FRN 04/02/23 CZK

FR0013110103

3

9,008

9,014

3%

8,300

8,314

3%

VANGUARD FTSE ALL WORLD
DB X-TR EURO STOXX 50-1D

UniCredit term deposits
AMUNDI ETF JPX-NIKK 400 UCITS-DL

FR0012688299

2,080

7,711

7,864

2%

US TSY 1.5% 8/26

US9128282A70

3,300

8,303

7,823

2%

Current accounts at KB

7,659

2%

Credit Suisse FRN 03/23

XS1355060952

70

7,469

7,484

2%

DB X-TR II IBX GBL INF LKD

LU0290357929

1,150

7,084

6,998

2%

NET4GAS 2.25% 01/21

XS1090620730

61

6,252

6,562

2%

AMUNDI ETF MS W X EM

FR0010756114

934

5,581

6,109

2%

CETFIN 1.25% 06/12/23

XS1529936335

6

5,950

5,957

2%

PKOBP 4.63% 9/22 REGS

XS0783934085

200

5,365

5,384

2%

CESDRA 1.875% 05/23 EUR

XS1415366720

190

5,088

5,381

2%

Morgan Stanley 2.375% 7/19

2%

US61746BDR42

200

5,145

5,198

PEGAS NONWOVENS

LU0275164910

6,145

4,601

4,707

1%

Sanofi

FR0000120578

1,850

3,843

3,841

1%

ASSECO POLAND SA

PLSOFTB00016

11,000

3,502

3,636

1%

ELI LILLY & CO

US5324571083

1,900

3,716

3,584

1%

LVMH MOET HENNESSY

FR0000121014

722

2,955

3,534

1%

BNP FRN 02/23

FR0013113164

33

3,501

3,520

1%

GB00BF5SDZ96

60,694

3,268

3,426

1%

STOCK SPIRITS GROUP PLC PRAGUE
4

Acquisition cost is not stated for current accounts. Bond acquisition cost is amortised acquisition cost. Current balance is stated in the column “Total market value with aliquot interest”..

Report of the Board of Directors

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

Assets under management of KB Penzijní společnost

8080237521

Pension company

Financial Section

Identification number assigned by CNB

KB Penzijní společnost, a.s.

KB Dynamic Participation Fund of KB Penzijní společnost, a.s.
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Unit value development in the current year
1.1500

63.88%

Shares, ETFs, mutual funds

11.48%

Deposits

0.10%

1.1000

1.0500

Other
1.0000

24.55%

Bonds

7.12.2016

7.11.2016

7.10.2016

7.9.2016

7.8.2016

7.7.2016

7.6.2016

7.5.2016

7.4.2016

7.3.2016

7.2.2016

7.1.2016

0.9500

As at 31 Dec 2016, the majority of the assets in the Dynamic Participation Fund were invested in stocks, ETFs and mutual funds (more
than 63%), primarily through broadly diversified ETFs focused on global and European equities. In addition, ETFs focused on equities
in developing countries, Japanese equities, and individual equities from various fields and sectors were also acquired. Bonds comprised
more than 24% of the fund’s portfolio, with the largest part consisting of foreign corporate bonds. Deposits comprised 11.5% of the fund’s
assets. As at 31 Dec 2016, the fund’s largest positions were a deposit at Česká spořitelna (with a 7% share) and exchange-traded fund
AMUNDI ETF MSCI WORLD (with a 6% share). The share of stocks, ETFs, and mutual funds decreased by approximately 4% year on year
whereas the volume of bonds increased by 11%. As at the end of the year, the fund’s NAV was around CZK 328.1 million.
Basic information about the fund as at 31 Dec 2016
NAV (in CZK)

328,057,734.55

Number of units

296,169,639.7857

Unit value as at 31 Dec 2016

1.1077

Unit value as at 31 Dec 2015

1.0982

Unit value as at 31 Dec 2014

1.0809

Gain since establishment

10.77%

Gain in 2016

0.87%

Profit for the year ending 31 Dec 2016 (in CZK thousands)

9,117

Consideration assigned to the pension company
Fees

1 Jan 2016–31 Jan 2016

1 Feb 2016–31 Dec 2016

Management fee

0.8%

1%

Performance fee

10%

15%

Consideration assigned to the pension company
Consideration assigned to KB PS for 1 Jan 2016–31 Dec 2016

Management fee

CZK 2,184,271

Performance fee

CZK 0

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

Fund’s equity

Value per pension unit

31 Dec 2016

328,057,734.55

1.1077

31 Dec 2015

148,374,321.04

1.0982

31 Dec 2014

57,285,442.84

1.0809

31 Dec 2013

15,393,029.02

1.0215
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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
managers

Investiční kapitálová společnost KB, a.s., having its registered office at Prague 1, Dlouhá 34, č. p. 713,
Postal Code 110 15
Company ID No.: 60196769
Entered in the Commercial Register maintained by the Municipal Court in Prague, Section B, file 2524
Fund’s portfolio managers:
• Pavel Roštok (from 1 Sep 2010 to 8 Nov 2016), 15 years of professional experience, graduate of University
of Economics, Prague
• David Netušil (since 30 Jun 2015), 16 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, Prague 4, 140 00
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.

23%

Bonds of multinational institutions
and other state bonds
Corporate bonds

2%

Mutual funds

9%

Deposits

1%

Other investments

61%

Czech government bonds
and treasury bills

At the end of 2016, the largest part (61%) of the Transformed Fund’s assets were in Czech government bonds (including also
state-guaranteed bonds of the Czech Export Bank). The second-largest component (23%) consisted of corporate bonds. The third most
significant part of the portfolio (9%) consisted of deposits. Bonds of multinational institutions and other state bonds comprised 4% of the
portfolio. A limited share of dynamic investments focused on ETFs and real-estate funds still remain within the Transformed Fund. The equity
positions were held primarily through a diversified index ETF focused on European equities. The real-estate fund portfolios primarily contain
real estate in the Czech Republic. The share of Czech government bonds and treasury bills decreased year on year by approximately 4%,
while the share of corporate bonds increased by 2% and the share of deposits rose by 4%. As at 31 Dec 2016, the fund’s total assets were
around CZK 49.9 billion.

Assets under management of KB Penzijní společnost

4%

Report of the Board of Directors

Information on the composition of and changes
in the Transformed Fund’s assets as at 31 Dec 2016

KB Penzijní společnost, a.s.

TRANSFORMED FUND OF KB PENZIJNÍ SPOLEČNOST, a.s.

Basic information about the fund as at 31 Dec 2016
Total assets (in CZK thousands)

49,864,419

Gain in 2016

0.66%
295,686

Consideration assigned to the pension company
Fees

1 Jan 2016–31 Jan 2016

1 Feb 2016–31 Dec 2016

In CZK thousands at 31 Dec 2016

Management fee

0.6%

0.8%

375,362

From profit

10%

10%

32,854

Financial Section

Profit after tax at 31 Dec 2016 (in CZK thousands)
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Information on Matters Significantly Influencing the Performance of the Company’s Activities with
Emphasis on the Main Factors Influencing Profit or Loss
During 2016, the value of assets on client accounts in participation funds and the Transformed Fund grew by nearly 10% to just under
CZK 49 billion. The Transformed Fund recorded the greatest amount of growth in assets under management, having benefited from
a significant influx of participants’ assets.
The Company’s Financial Results
In 2016, the Company achieved a very solid profit in an amount exceeding CZK 234 million. Diligent control over expenses contributed
positively to the resulting profit. The Company’s operating expenses were less than 0.3% of the volume of assets under management.
In terms of income, the most significant effect on the positive result came from management and performance fees for the managed funds
in the amount of CZK 419 million. The largest part of income was from the Transformed Fund.
The amount of fees was positively affected by favourable development in participants’ assets during 2016.
As at the end of 2016, the Company’s prepaid expense as a proportion of assets under management came in slightly over 0.3%.
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.
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 § 78 of Act No. 90/2012 Coll.,
on Business Corporations.
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Transformed Fund of KB Penzijní společnost, a.s.
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Balance Sheet as at 31 Dec 2016 (CZK thousands)
Assets:

Due from banks

Note

31 Dec 2016

31 Dec 2015

3.1

1,039,541

1,168,673

of which: a) repayable on demand

184,844

126,539

		

854,697

1,042,134

b) other

Debt securities

3.2

394,488

0

Intangible fixed assets

3.3

35,575

36,492

Tangible fixed assets

3.3

3,908

3,758

Other assets

3.4

417,879

369,884

Prepaid expenses

3.5

156,795

114,785

2,048,186

1,693,592

Note

31 Dec 2016

31 Dec 2015

3.6

444,364

321,178

Total assets
Liabilities and shareholder’s equity:

Other liabilities
Accruals and deferred income

0

0

Provisions

3.7

2,045

4,973

Share capital

3.8

300,000

300,000

300,000

300,000

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

a) Reserve funds

		

b) Other funds from profit

Capital funds

3.8

3.8

Retained earnings
Profit for the year

60,254

60,318

60,000

60,000

254

318

580,078

580,078

427,045

251,476

234,400

175,569

2,048,186

1,693,592

Note

31 Dec 2016

31 Dec 2015

6

50,024,163

46,142,131

3.8

Total liabilities and shareholder’s equity

Off-Balance Sheet as at 31 Dec 2016 (CZK thousands)
Off-balance sheet assets:
Assets under management
of which: a) securities

46,751,008

44,718,927

Total off-balance sheet assets

50,024,163

46,142,131

52,238,529

48,551,031

Off-balance sheet liabilities:
Obligations for assets under management
of which: a) securities
Total off-balance sheet liabilities

6

46,751,008

44,718,927

52,238,529

48,551,031
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15,092

6,918

5,966

Fee and commission income

3.10

420,714

369,156

Fee and commission expenses

3.10

(75,459)

(88,676)

Profit or loss from financial operations

3.11

(11)

(37)

Other operating income

3.12

735

893

Other operating expenses

3.12

(484)

(597)

Administrative expenses

3.13

(119,031)

(102,953)

of which: interest income from debt securities

of which: a) staff costs

(56,867)

(49,782)

		 of which: aa) wages and salaries

(40,685)

(35,967)

			

ab) social security and health insurance

		 b) other administrative expenses
Depreciation, amortisation, additions to and use of provisions and allowances for tangible
and intangible fixed assets

3.3

Write-down of receivables and guarantee receivables

(16,182)

(13,815)

(62,164)

(53,171)

(7,968)

(12,156)

(4,112)

0

Additions to other provisions

3.7

0

(4,973)

Use of other provisions

3.7

2,928

0

233,220

175,749

Profit from ordinary activities before taxes
Income tax

3.14

Net profit for the period

1,180

(180)

234,400

175,569

Statement of Changes in Equity for the Year Ended 31 Dec 2016 (CZK thousands)

Capital funds

Retained earnings and
profit/loss awaiting
approval

Total

580,078

251,476

1,192,660

0

0

0

0

0

0

0

0

0

0

0

0

0

0

Other use of funds

0

(788)

0

0

(787)

Dividend payment

0

0

0

0

0

Change in revaluation differences

0

0

0

0

0

Transfer and allocation to capital fund

0

0

0

0

0

Profit for 2015

0

0

0

175,569

175,569

Share capital

Reserve funds and
other funds from profit

300,000

61,106

Share capital increase

0

Allocation to obligatory reserve fund
and other funds
Allocation to funds

Beginning balance as at 1 Jan 2015

Balance as at 31 Dec 2015

300,000

60,318

580,078

427,045

1,367,441

Share capital increase

0

0

0

0

0

Allocation to obligatory reserve fund
and other funds

0

0

0

0

0

Allocation to funds

0

0

0

0

0

Other use of funds

0

(64)

0

0

(64)

Dividend payment

0

0

0

0

0

Change in revaluation differences

0

0

0

0

0

Transfer and allocation to capital fund

0

0

0

0

0

Profit for 2016

0

0

0

234,400

234,400

300,000

60,254

580,078

661,445

1,601,777

Balance as at 31 Dec 2016

Report of the Board of Directors

2015

15,908

Assets under management of KB Penzijní společnost

2016

3.9

Financial Section

Note

Interest and similar income

KB Penzijní společnost, a.s.

Income Statement for the Year Ended 31 Dec 2016 (CZK thousands)
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Notes to the Financial Statements for the Year Ended 31 Dec 2016
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 Jul 1994 and was incorporated upon its entry into the Commercial Register maintained by the Municipal Court in Prague on 28 Nov. 1994.
The Ministry of Finance of the Czech Republic issued a licence for the pension fund’s establishment and operations on 24 Nov. 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 Jan 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 § 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 Dec 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 Jan 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.
As at 31 Dec 2016, 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

The Company’s registered office is at náměstí Junkových 2772/1, Stodůlky, 155 00 Prague 5.
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 out 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 ensuing 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 losses from previous years.
The Company also fulfilled the conditions of Act No. 426/2011 Coll., on Retirement Savings, and it collected and managed the funds of
participants in savings in retirement funds. In Dec 2015, the Act No. 376/2015 Coll., on Termination of Retirement Savings, was approved,
and it became effective on 1 Jan 2016. Pursuant to this Act, permission for creation of retirement funds was terminated as from 30 Jun 2016
and liquidation of the funds was commenced on 1 Jul 2016. As at 14 2016, the Company compiled extraordinary financial statements and an
extraordinary annual report for the retirement funds and subsequently paid out the value of the funds to the fund participants. As at that day,
the retirement funds were terminated.
The Company conducts its activities only in the territory of the Czech Republic.
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1.2.

Organisational Structure

KB Penzijní společnost, a.s.

In 2016, the Company had the following organisational structure:
Managing Director’s Division
– Management Support and Reporting
Operations Division
– Finance and Accounting
– Investment Auditing and Reporting
– Contract Registry
– Contributions
– Benefits
Sales and Marketing Division
– Retail
– Corporate Sales
– Client Care and Methodology
– External Partners and Marketing

Board of Directors and Supervisory Board

Members of the Board of Directors and Supervisory Board as at 31 Dec 2016 were as follows:

Board of Directors

Supervisory Board

2.

Function

Name

Chairman

Pavel Racocha

Deputy Chairman

Vojtěch Kubec

Member

Petr Strnad

Chairman

Vladimír Jeřábek

Deputy Chairman

Jiří Šperl

Member

David Formánek

Member

Petr Slabý

Member

Kamil Kočí

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, off-balance sheet, 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.

Assets under management of KB Penzijní společnost

1.3.

Report of the Board of Directors

The Company is a part of the Komerční banka, a.s. Group and of the Société Générale Financial Group.

Compilation of the financial statements requires that the management of the Company make estimates 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.
Unless stated otherwise, the amounts included in the financial statements are rounded to the nearest thousand Czech crowns (CZK thousand).

Financial Section

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.
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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 Company are recognised using settlement date accounting, provided that the period between the contract date and
the fulfilment of the commitment or claim ensuing 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

Useful life (years)

Machinery and equipment, cabinets for computer equipment
Vehicles

4
5–7

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

Securities held by the Company are distributed into portfolios in accordance with the intent upon their acquisition.
Securities held by the Company are valued at acquisition cost. Any direct transaction costs related to the purchase are part of the security’s
acquisition cost.
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In 2016 and 2015, all securities held by the Company were in the “debt securities not held for trading” portfolio.
The group “debt securities not held for trading” is comprised of securities that are not publicly traded and which were acquired in initial
offerings with no intention for immediate or foreseeable sale.
Debt securities not held for trading are not valued at fair value but are valued at amortised 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. If debt
securities acquired in primary offerings not for trading are sold, the difference between the accrued value not adjusted by allowances and the
sale price at the time of concluding the sale, or at the time of settling the sale, is recorded in either income or expense as profit or loss from
the sale of securities.

KB Penzijní společnost, a.s.

For accounting purposes, securities are categorised into:
– securities at fair value through profit or loss,
– securities available for sale,
– securities held to maturity, and
– debt securities not held for trading.

Debt securities not held for trading are recognised in the line item “Due from banks”.

Securities held to maturity are financial assets with fixed or determinable payments and fixed maturities which the Company 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.

Report of the Board of Directors

Securities Held to Maturity

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.
In 2016, the Company bought bonds issued by state institutions with the objective of holding them to maturity.
2.4.

Financial Derivatives

The Company has not contracted any financial derivatives.
2.5.

Assets under management of KB Penzijní společnost

Transfers between Portfolios

Receivables and Allowances

Financial Section

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

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.
From 2016, an 8-year estimated average contract duration is applied and commissions from new contracts and increasing the contributions
in case of participation funds and the transformed funds are accrued over this period.
2.7.

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 the amount of the obligation can be reliably estimated.
2.8.

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 announced by the CNB as at the balance sheet date.
Foreign exchange rate differences ensuing from the revaluation of assets and liabilities denominated in foreign currencies are recorded in the
line item “Profit or loss from financial operations”.
2.9.

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
or 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 ensuing 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 ensuing from the revaluation of available-for-sale securities at fair value recognised directly in equity is also reported in equity.
2.10.

Interest Income and Expense, Dividend Income

Interest income and expenses are recognised on the accrual principle in the period to which they relate and not at the time when cash or
cash equivalents are received or paid out. Dividend income is recorded as at the date when there arises a claim for its payment.
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3.

Additional Information on the Balance Sheet and Income Statement

3.1.

Due from Banks

(in CZK thousands)

31 Dec 2016

31 Dec 2015

Current accounts

184,844

126,539

Other term deposits

370,309

550,377

Debt securities not held for trading

484,388

491,757

1,039,541

1,168,673

Total

As at 31 Dec 2016 and 31 Dec 2015, the Company held mortgage bonds in the “Debt securities not held for trading” portfolio (see note 2.3).
3.2.

KB Penzijní společnost, a.s.

Financial Section > Financial Statements > KB PS

Debt Securities

Market value
2016

Amortised cost
2015

Market value
2015

Bonds issued by state institutions

394,488

390,921

0

0

Total securities held to maturity

394,488

390,921

0

0

Amortised cost
2016

Amortised cost
2015

394,488

0

(in CZK thousands)

Traded on main or second-level market of Prague Stock Exchange
On foreign exchanges
Total securities held to maturity

3.3.

0

0

394,488

0

Fixed Assets

Intangible Fixed Assets
Acquisition cost
2015
(in CZK thousands)

Software
Low-value intangible fixed assets
Acquisitions of intangible fixed assets
Total

Balance as at 31 Dec 14

Additions

Disposals

Balance as at 31 Dec 15

86,749

8,676

0

95,425

29

0

0

29

246

15,491

(8,676)

7,061

87,024

24,167

(8,676)

102,515

Balance as at 31 Dec 15

Additions

Disposals

Balance as at 31 Dec 16

95,425

12,594

0

108,019

29

0

0

29

7,061

5,896

(12,594)

363

102,515

18,490

(12,594)

108,411

Assets under management of KB Penzijní společnost

Amortised cost
2016

(in CZK thousands)

Report of the Board of Directors

The following securities held to maturity are recognised in the balance sheet:

(in CZK thousands)

Software
Low-value intangible fixed assets
Acquisitions of intangible fixed assets
Total

Financial Section

2016
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Accumulated amortisation and allowances
2015
(in CZK thousands)

Balance as at 31 Dec 14

Additions

Disposals

Balance as at 31 Dec 15

(55,055)

(10,939)

0

(65,994)

(29)

0

0

(29)

(55,084)

(10,939)

0

(66,023)

Balance as at 31 Dec 15

Additions

Disposals

Balance as at 31 Dec 16

(65,994)

(6,813)

0

(72,807)

(29)

0

0

(29)

(66,023)

(6,813)

0

(72,836)

Balance as at 31 Dec 16

Balance as at 31 Dec 15

35,212

29,431

Software incl. allowances
Low-value intangible fixed assets
Total

2016
(in CZK thousands)

Software incl. allowances
Low-value intangible fixed assets
Total

Carrying value
(in CZK thousands)

Software
Low-value intangible fixed assets

0

0

363

7,061

35,575

36,492

Balance as at 31 Dec 16

Balance as at 31 Dec 15

6,813

7,155

Acquisitions of intangible fixed assets
Total

Amortisation of intangible fixed assets charged to profit or loss
(in CZK thousands)

Amortisation of intangible fixed assets

Tangible Fixed Assets
Acquisition cost
2015
(in CZK thousands)

Individual movable assets
– Machinery and equipment – first depreciation group
– Vehicles – second depreciation group
– Furniture and fixtures – second depreciation group
– Other equipment – third depreciation group
Investments under construction
Total

Balance as at 31 Dec 14

Additions

Disposals

Balance as at 31 Dec 15

7,815

2,650

(3,046)

7,419

831

0

(100)

731

6,831

2,650

(2,904)

6,577

42

0

(42)

0

111

0

0

111

0

2,650

(2,650)

0

7,815

5,300

(5,696)

7,419
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– Vehicles – second depreciation group
– Furniture and fixtures – second depreciation group
– Other equipment – third depreciation group
Investments under construction
Total

Additions

Disposals

Balance as at 31 Dec 14

7,419

1,304

0

8,723

731

0

0

731

6,577

1,304

0

7,881

0

0

0

0

111

0

0

111

0

1,305

(1,305)

0

7,419

2,609

(1,305)

8,723

Balance as at 31 Dec 14

Additions

Disposals

Balance as at 31 Dec 15

(5,355)

(1,352)

3,046

(3,661)

(816)

(15)

100

(731)

(4,429)

(1,330)

2,904

(2,855)

Accumulated depreciation and allowances
2015
(in CZK thousands)

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

(42)

0

42

0

– Other equipment – third depreciation group

(68)

(7)

0

(75)

(5,355)

(1,352)

3,046

(3,661)

Balance as at 31 Dec 15

Additions

Disposals

Balance as at 31 Dec 16

(3,661)

(1,154)

0

(4,815)

(731)

0

0

(731)

(2,855)

(1,147)

0

(4,002)

Total

2016
(in CZK thousands)

Individual movable assets
– Machinery and equipment – first depreciation group
– Vehicles – second depreciation group
– Furniture and fixtures – second depreciation group
– Other equipment – third depreciation group
Total

0

0

0

0

(75)

(7)

0

(82)

(3,661)

(1,154)

0

(4,815)

Balance as at 31 Dec 16

Balance as at 31 Dec 15

3,908

3,758

Carrying value
(in CZK thousands)

Individual movable assets
– Machinery and equipment – first depreciation group
– Vehicles – second depreciation group
– Furniture and fixtures – second depreciation group
– Other equipment – third depreciation group
Investments under construction
Total

0

0

3,879

3,722

0

0

29

36

0

0

3,908

3,758

Report of the Board of Directors

– Machinery and equipment – first depreciation group

Balance as at 31 Dec 13

Assets under management of KB Penzijní společnost

(in CZK thousands)

Individual movable assets

KB Penzijní společnost, a.s.

2016

Financial Section

As at 31 Dec 2016 and 31 Dec 2015, the Company did not own any non-operating assets.
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Depreciation of tangible fixed assets charged to profit or loss
(in CZK thousands)

Depreciation of tangible fixed assets

2016

2015

1,154

1,218

The Company did not purchase or sell any tangible or intangible assets with subsequent purchase. In the reporting period, the Company had
no fixed assets either under financial leases or encumbered by lien.
No allowances were recorded against tangible fixed assets during 2016 and 2015.
In 2015, the Company updated the WebGarant system. That comprised a significant part of the acquired intangible fixed assets. WebGarant
provides the “My pension account” service allowing clients to access their individual accounts with KB PS via the internet.
In Dec 2015, Act No. 376/2015 Coll. on Termination of Retirement Savings was adopted and it became effective on 1 Jan 2016. This act
governs termination of the retirement savings system pursuant to Act No. 426/2011 Coll., on Retirement Savings, and the related obligations
of the pension company to pay out funds to the participants by 31 Dec 2016.
As a result of this change, a part of the carrying value of the main Garant contract for the registration information system in the amount of
CZK 3.8 million was written down. This related to that part of the system for retirement savings that will no longer be used and for which the
value in use for the Company is zero.
Inasmuch as the Company outsources the services concerning information technologies to its parent company, Komerční banka, a.s., the
parent company provides hardware equipment in the form of operating leases. This comprises low-value tangible assets (printers, copy
machines, mobile phones, monitors, computers). The largest part consists in a lease of 56 computers.
3.4.

Other Assets

Other assets include the following:
(in CZK thousands)

Trade receivables and receivables from employees
Receivables from state (road tax)

31 Dec 2016

31 Dec 2015

1,842

4,198

0

25

Estimated receivables

416,037

365,661

Balance as at 31 Dec

417,879

369,884

The line item “Trade receivables and receivables from employees” includes primarily an account receivable due to advances paid for the
lease of office premises and related services in the amount of CZK 1,368,000 (in 2015 there were primarily receivables from the Transformed
Fund relating to fees deducted according to the list of fees from the payment of benefits in the Transformed Fund due to the Company in the
amount of CZK 3,539,000).
The balance of estimated receivables consists especially of estimated items for management and performance fees in relation to the
Transformed Fund (see note 3.10).
The Company had no receivables either subject to lien or otherwise encumbered during the reporting period.
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3.5.

Prepayments and Accrued Income

Other Liabilities

Other liabilities include the following:
(in CZK thousands)

Trade payables

31 Dec 2016

31 Dec 2015

346,881

250,962

Amounts due to employees

2,563

2,198

Tax payables, payables from social insurance

2,555

3,598

Estimated payables and other payables

56,540

58,002

Pension insurance participants’ funds

35,825

6,418

444,364

321,178

Total

The line item “Trade payables” includes primarily an advance received from the Transformed Fund related to management fees for the
period of January to November 2016 in the amount of CZK 342 million (as at 31 Dec 2015 it was CZK 246 million for the period January to
November 2015).
The line item “Amounts due to employees” contains unpaid wages for December 2016.
Tax payables principally comprise social security and health insurance tied to wages amounting to CZK 980,000 (as at 31 Dec 2015:
CZK 949,000), deferred tax in the amount of CZK 776,000 (as at 31 Dec 2015: CZK 1,955,000) (see note 3.14 for more detail) and related to
an income tax advance for employees in the amount of CZK 430,000 (as at 31 Dec 2015: CZK 422,000).
As at the end of 2016, the line item “Estimated payables” consisted primarily of a payable for commission expenses in the amount of
CZK 16,930,000 (2015: CZK 7,648,000) of which CZK 11,240,000 (2015: CZK 4,763,000) and an estimated item in the amount of
CZK 15,667,000 (as at 31 Dec 2015: CZK 20,876,000) for management fees relating to the Transformed Fund of KB Penzijní společnost,
a.s. due to Investiční kapitálová společnost KB, a.s. Significant items also include estimated items for undrawn vacation and employee
remuneration in the amount of CZK 7,053,000 (as at 31 Dec 2015: CZK 7,798,000) and an estimated item for estimated costs relating
to printing and sending of annual statements for the participants’ personal accounts for 2016 in the amount of CZK 7,584,000 (2015:
CZK 5,163,000). A significant part of estimated payables in 2015 was the estimated item in the amount of CZK 7.6 million for the uninvoiced
update of the WebGarant system, see note 3.3 (in 2016: CZK 0).
The line item “Pension insurance participants’ funds” totalling CZK 35,825,000 (2015: CZK 6,418,000) 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 most significant part of these funds at the end of 2016
comprised a payable resulting from payment of the claims of participants in the pension savings (second pillar) terminated by law in the amount
of CZK 26,304,000. These were funds of participants who did not inform the Company of the method for paying out of funds by the required
date and whose funds were in accordance with legal regulations sent to the account of the Specialized Financial Office by 4 Jan 2017.

Report of the Board of Directors

3.6.

Assets under management of KB Penzijní společnost

Prepayments ensuing from acquisition commissions in the amounts of CZK 153,747,000 as at 31 Dec 2016 and CZK 113,275,000 as at
31 Dec 2015 constituted the most significant item. The Company continued in amortising commission expenses with respect to estimates of
their recoverability (see note 2.6).

KB Penzijní společnost, a.s.

As at 31 Dec 2016, prepayments and accrued income totalled CZK 156,795,000 (as at 31 Dec 2015: CZK 114,785,000).

Financial Section

The Company had no payables either subject to lien or otherwise encumbered in 2016 and 2015. The Company did not receive any loans or
issue any bonds in the reporting period.
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Provisions

Pertaining to adoption of the Act on Termination of Retirement Savings, the Company has created a provision for restructuring in the amount
of CZK 4,973,000. This relates to expenses associated with termination of the second pillar (especially for modifications of information
systems and communication with clients). The provision was used during 2016 in the amount of CZK 778,000 and released in the amount of
CZK 2,150,000.
3.8.

Shareholder’s Equity

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 at 31 Dec 2016, the Company’s shareholder’s equity amounts to CZK 1,601,777,000, and as at 31 Dec 2015 it had totalled
CZK 1,367,441,000. Profit for the 2016 accounting period in the amount of CZK 234,400,000 probably will be partially paid out as a dividend
to the shareholder and partially transferred into “Retained earnings”. The profit for 2015 in the amount of CZK 175,569,000 was kept in
“Retained earnings” by the decision of the sole shareholder.
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
as at 1 Jan 2013. Pursuant to the transformation project approved by CNB, the Company’s Board of Directors approved 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 a newly created capital fund, which will be used especially to cover regulatory capital requirements. This
fund is included in the line item “Capital funds”.
In September 2013 and in June 2014, additional paid-in capital in the amount of CZK 100 million and CZK 220 million, respectively, had been
approved by decision of the sole shareholder. The Company records this additional paid-in capital in the line item “Capital funds” in the total
amount of CZK 320 million.
The line item “Other funds from profit” comprised primarily the social fund in the amount of CZK 785,000 as at 31 Dec 2014, which was
completely drawn down in 2015 and the client protection fund in the amount of CZK 254,000.
Share capital structure as at 31 Dec 2016
(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

Na Příkopě 33, Prague 1

Total

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

Ownership percentage

100
100
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Interest Income and Similar Income

On current accounts

2016

2015

34

87

On term deposits

8,956

9,039

On debt securities

6,918

5,966

15,908

15,092

Total interest income

During 2016, the Company earned interest income from balances on current accounts, term deposits, and mortgage bonds it had acquired
in 2015 and 2016 (see note 3.1). The decrease in interest income from current accounts, despite growth in their balances, is caused by the
decline of interest rates during 2016.
Fee and Commission Expenses and Income

(in CZK thousands)

Fee and commission expenses
of which: portfolio administration expenses

2016

2015

75,459

88,676

44,069

49,266

419,069

366,336

375,250

269,863

30,734

86,165

of which: management fee

10,718

4,700

of which: performance fee

0

1,720

of which: management fee

2,367

2,457

of which: performance fee

0

1,431

1,645

2,820

(345,255)

(280,480)

Income from payments from funds
Transformed Fund
of which: management fee *)
of which: performance fee (15% of profit)
Participation funds

Retirement funds

Income from fees paid by participants in case of lump-sum settlement and transfers
Net fee expenses

*) Up to 31 Jan 2016 in the amount of 0.6% of the average annual value of the total assets, from 1 Feb 2016 in the amount of 0.8% of the average annual value of the total assets.

The line item “Fee and commission expenses” comprises primarily expenses from brokerage commissions of CZK 21,141,000 (2015:
CZK 30,265,000) and expenses for portfolio administration of CZK 44,069,000 (2015: CZK 49,266,000). The expenses for portfolio
administration are increasing in relation to the growth in clients’ assets on personal accounts and the associated increase in assets managed
by the Company. Expenses from brokerage commissions are decreasing in relation to the maximum amount as established by law that the
Company can pay for a change or conclusion of a new contract from 1 Jan 2013 and due to a lengthening of the accrual period relating to
expenses (see note 2.6).
The line item “Income from payments from funds” consists of payment for the Company as defined by Act No. 427/2011 Coll., on
Supplementary Pension Savings, and Act No. 426/2011 Coll., on Retirement Savings, from 1 Jan 2013. The total amount of the payments
in 2016 increased by CZK 52.7 million as compared to 2015. The increase is caused mainly by increase of the management fee for the
Transformed Fund associated with an increase of the fee amount and overall increase of assets and of clients’ assets in the fund.

Report of the Board of Directors

3.10.

KB Penzijní společnost, a.s.

(in CZK thousands)

Assets under management of KB Penzijní společnost

3.9.

Financial Section

Income from fees paid by participants in case of lump-sum settlements and transfers decreased in 2016 as compared to the previous period
due to a decline in the total number of lump-sum settlements executed (2016: 8,678; 2015: 11,505).
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Profit or Loss from Financial Operations

The line item “Profit or loss from financial operations” comprises exchange rate differences relating to the Company’s current operations
(e.g. payment of invoices in foreign currencies).
3.12.

Operating Income and Expenses

Other Operating Income

(in CZK thousands)

2016

2015

Income from transfer/sale of assets

636

663

Other income including pre-invoicing
Total other operating income

99

230

735

893

2016

2015

0

134

300

0

0

6

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

Expenses from transfer/sale of assets
Financial donations
Damage, fines and penalties
Other

185

457

Total other operating expenses

485

597

In 2015, the line item “Expenses from transfer/sale of assets” comprises in particular the carrying value upon sale/disposal of movable assets.
Financial donations in 2016 consist in a donation to the Jistota Foundation.
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3.13.

Administrative Expenses

Employee Expenses and Number of Employees

2016
(in CZK thousands)

Employees
Management (Board of Directors)

Number

Wage expenses

Social security and
health insurance
contributions

47

30,885

10,529

3,252

44,666

3

9,655

1,869

531

12,055

130

0

0

130

Outsourcing agreements
Supervisory Board

6

Other expenses

Total employee
expenses

15

1

0

16

40,685

12,399

3,783

56,867

Number

Wage expenses

Social security and
health insurance
contributions

Other expenses

Total employee
expenses

47

26,230

9,096

2,359

37,685

3

9,555

1,869

480

11,904

167

10

0

177

Total

KB Penzijní společnost, a.s.

The average numbers of the Company’s employees and members of its management as well as employee expenses for 2016 and 2015 are
as follow:

Employees
Management (Board of Directors)
Outsourcing agreements
Supervisory Board
Total

6

15

1

0

16

35,967

10,976

2,839

49,782

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

Trading expenses (net of acquisition activity commissions)
Consumed purchases

2016

2015

19,088

14,668

786

734

13,862

13,532

Audit, advisory, translations, annual report

3,218

2,495

Telephone, postage charges, personal account statements

8,724

8,701

16,404

12,968

Software and hardware services

Other
Taxes and fees
Total other administrative expenses

82

73

62,164

53,171

Assets under management of KB Penzijní společnost

(in CZK thousands)

Report of the Board of Directors

2015

Trading expenses grew in 2016 as compared to 2015 due to an increase in expenses for advertising campaigns, which were conducted to
a greater extent than in the previous period.

The expenses for external audit as at 31 Dec 2016 were CZK 2,106,000 inclusive of VAT (2015: CZK 1,895,000).

Financial Section

The line item “Other” principally includes other services from external suppliers. The highest proportion consists in rent for office space
totalling CZK 3,901,000 (2015: CZK 3,850,000) and the related energy utilities in the amount of CZK 1,858,000 (2015: CZK 1,157,000).
Another significant part consists of expenses related to non-IT services provided by the parent company Komerční banka, a.s. These
comprise data processing, human resources management, compliance, risk management, and processing part of operational accounting.
The total amount for 2016 was CZK 4,568,000 (2015: CZK 4,495,000).
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Income Tax

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

Profit before tax

2016

2015*

233,220

175,749

Additions

10,600

20,773

Subtractions

12,936

13,986

Tax base after adjustments

230,884

182,536

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

230,884

182,536

Tax payable using 19% rate

0

0

Tax allowances

0

0

Adjusted tax liability

0

0

Adjustment of tax payable from previous years

0

0

Total tax liability

0

0

2016
19%

2015
19%

1,920

0

*Updated data according to the tax declaration submitted in June 2016.

Deferred Tax

(in CZK thousands)

Deferred tax asset
Allowances against receivables and provisions

388

0

1,532

0

Deferred tax liability

(2,696)

(1,955)

Differences in amortised costs of tangible and intangible fixed assets

(2,696)

(1,955)

(776)

(1,955)

Estimated balance for fees and bonuses

Total deferred tax

A 19% rate was applied for the Company’s deferred tax calculation for the next period.

4.

Risk Management Framework

4.1.

Operational Risk

The Company uses the same method of operational risk assessment as its parent company, Komerční banka, a.s. It co-operates closely
with the parent company’s operational risk management unit, which works continually to develop operational risk management tools
(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.
Legal Risk

The Company regularly monitors and evaluates legal disputes filed against it. In order to cover all potential liabilities ensuing from legal
disputes, the Company establishes a provision equal to the claimed amount plus appurtenances in respect of all litigation where it is named
as a defendant and where the probability of payment has been estimated to exceed 50%. The Company also manages its legal risk by
means of assessing legal risks in relation to contracts to which it is a party.

The Company holds a portfolio of term deposits allocated to maturities of 3 and 6 years in the total nominal amount CZK 370 million. The
Company also holds mortgage bonds from Komerční banka, a.s. with maturities of 7.1 and 8.1 years in total nominal amount of 417 million
and Czech government bonds with maturities of 6, 8 and 9.5 years in total nominal amount of CZK 377 million. Interest rate and liquidity risk
is managed by investing primarily into term deposits and mortgage bonds with fixed coupons and uniformly distributed payments.
The following table presents assets, liabilities and equity divided by residual maturity into corresponding groups (residual maturity is the time from
the balance sheet date to contractual payment date). Assets and liabilities with no contractual payment date are classified as “Unspecified”.

2016

Cash and due from banks
Debt securities held to maturity
Other assets
Total assets
Provisions
Other liabilities
Equity
Total liabilities and equity
Net balance sheet liquidity gap at 31 Dec 2016

2015

Cash and due from banks
Debt securities held to maturity
Other assets
Total assets
Provisions
Other liabilities
Equity
Total liabilities and equity
Net balance sheet liquidity gap at 31 Dec 2015

4.4.

On demand
within 7 days

Within 3
months

Within 1 year

From 1 to 5
years

More than 5
years

Unspecified

Total

0
0
0
0
0
0
0
0
0

12,920
0
156,795
169,715
0
351,999
0
351,999
(182,284)

309
1,176
0
1,485
2,045
0
0
2,045
(60)

190,000
0
0
190,000
0
0
0
0
190,000

651,468
393,312
0
1,044,780
0
0
0
0
1,044,780

184,844
0
457,362
642,206
0
92,365
1,601,777
1,694,142
(1,051,936)

1,039,541
394,488
614,157
2,048,186
2,045
444,364
1,601,777
2,048,186
0

On demand
within 7 days

Within 3
months

Within 1 year

From 1 to 5
years

More than 5
years

Unspecified

Total

0
0
0
0
0
0
0
0
0

12,920
0
114,785
127,705
0
0
0
0
127,705

180,377
0
0
180,377
0
0
0
0
180,377

190,000
0
0
190,000
4,973
0
0
4,973
185,027

658,837
0
0
658,837
0
0
0
0
658,837

126,539
0
410,134
536,673
0
321,178
1,367,441
1,688,619
(1,151,946)

1,168,673
0
524,919
1,693,592
4,973
321,178
1,367,441
1,693,592
0

Foreign Currency Risk

The Company holds no assets denominated in foreign currencies.

Report of the Board of Directors

Liquidity and Interest Rate Risk

Assets under management of KB Penzijní společnost

4.3.

Financial Section
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Arrangements with Related Parties

Assets and Liabilities

2016

(in CZK thousands)

Assets:
Komerční banka, a.s.

106,032 Acquisition activity commissions, balance of prepaid expenses
370,309 Principal and interest on term deposit
99,988 Current account balance
308 Advances and other operating receivables
484,388 Mortgage bonds purchased
309 Estimated receivable for return of a fee relating to a real estate fund managed by IKS
1,368 Operating advances given – Stodůlky services

Modrá pyramida stavební spořitelna, a.s.

13,934 Acquisition activity commissions, balance of prepaid expenses

Liabilities:
Komerční banka, a.s.

7,761 Invoices payable, estimated claims for KB services
11,240 Estimated commission claims

Modrá pyramida stavební spořitelna, a.s.
Komerční pojišťovna a.s.

1,825 Estimated commission claims
Estimated item – KP services (consulting for calculation of insurance-technical
43 reserves)

Expenses and Income

2016

(in CZK thousands)

Expenses:
Komerční banka, a.s.

15,076 Commissions, agency agreement
12,796 Use of trademark, advertising campaign
8,121 IT services
579 Internal audit services
5,759 Rent and services related to Stodůlky location
5,614 Other services
84 Interbank payment fees
39 Securities administration expenses
154 Re-invoicing of training

Modrá pyramida stavební spořitelna, a.s.
Komerční pojišťovna a.s.

2,041 Commissions, agency agreement
83 Workplace injury insurance – compensation
53 Risk life insurance for employees
43 Other services (calculation of insurance-technical reserves)

Income:
Komerční banka, a.s.
8,991 Interest from term deposits and current account
6,726 Income from bonds (mortgage bonds)
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Assets and Liabilities

2015

Assets:
Komerční banka, a.s.

72,668 Acquisition activity commissions, balance of prepaid expenses
550,377 Principal and interest on term deposit
74,016 Current account balance
140 Advances and other operating receivables
491,757 Mortgage bonds purchased
7,061 Intangible fixed assets purchased – update of the WebGarant system

KB Penzijní společnost, a.s.

(in CZK thousands)

431 Estimated receivable for return of a fee relating to a real estate fund managed by IKS
Modrá pyramida stavební spořitelna, a.s.
Komerční pojišťovna a.s.

10,570 Acquisition activity commissions, balance of prepaid expenses
98 Receivable due to return of unused injury insurance

Liabilities:
Komerční banka, a.s.

12,705 Invoices payable, estimated claims for KB services

Modrá pyramida stavební spořitelna, a.s.
Komerční pojišťovna, a.s.

530 Estimated commission claims
Estimated item – KP services (insurance, consulting for calculation of insurance-technical
75 reserves)

Expenses and Income

2015

Report of the Board of Directors

4,763 Estimated commission claims

Expenses:
Komerční banka, a.s.

15,362 Commissions, agency agreement
4,779 Use of trademark, advertising campaign
7,079 IT services
375 Internal audit services
5,007 Rent and services related to Stodůlky location
5,587 Other services
17 Interbank payment fees
15 Securities administration expenses
159 Re-invoicing of training
(467) Returned fees – real estate fund managed by IKS

Modrá pyramida stavební spořitelna, a.s.
Komerční pojišťovna a.s.

3,251 Commissions, agency agreement

Assets under management of KB Penzijní společnost

(in CZK thousands)

123 Workplace injury insurance – compensation
51 Risk life insurance for employees
43 Other services (calculation of insurance-technical reserves)

Income:
112 Income from subsidiary company data sharing services
9,097 Interest from term deposits and current account
5,966 Income from bonds (mortgage bonds)
662 Income from tangible assets sold

Financial Section

Komerční banka, a.s.
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Off-Balance Sheet Items, Assets under Management and Contingent Liabilities

The Company has no contingent liabilities. In 2015, a legal claim was filed against the Company concerning payment of lump-sum settlement
to an entitled person as compensation of damages in the amount of CZK 27,000 and was rejected by the Court in 2016.
As at 31 Dec 2016, KB Penzijní společnost manages the assets of four participation funds and the Transformed Fund. Prior to 14 Nov. 2016,
it also managed the assets of four retirement funds the activities of which were terminated by law. The amounts of the individual total
balances are provided in the following table. The Company has concluded a management contract with Investiční kapitálová společnost
KB, a.s. (hereinafter referred to as “IKS”) to provide portfolio management for all funds. In 2016, IKS had under its management assets in the
amount of CZK 50,024,163,000 (2015: CZK 46,142,131,000).

Fund

Transformed Fund of KB Penzijní společnost, a.s.

Total assets as at 31 Dec 2016
in CZK thousands

Total assets as at 31 Dec 2015
in CZK thousands

49,864,419

46,614,720

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

0

7,463

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

0

188,379

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

0

167,177

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

0

252,627

1,436,076

815,995
175,279

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

298,214

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

308,168

178,621

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

331,652

150,770

52,238,529

48,551,031

Total
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Additional Information on Participation and Retirement Funds

63,938

24

15

Number of benefits payments made, inclusive of transfers :
– one-off settlements:
– lump-sum settlements:

1,990

640

– pensions (number of pension beneficiaries to date):

259

220

– early retirement:

296

186

– transfers to other funds:

276

128

122,824

57,696

Amount of benefits paid, inclusive of transfers (in CZK thousands):
– one-off settlements:

3,801

1,204

48,853

15,459

– pensions:

20,186

13,035

– early retirement:

26,377

18,766

– transfers to other funds (only outside KB PS):

23,607

9,232

Česká spořitelna, a.s.

Česká spořitelna, a.s.

Situation as at 31 Dec 2016

Situation as at 31 Dec 2015

0

14,181

– one-off settlements:

0

0

– lump-sum settlements:

0

0

– pensions (number of pension beneficiaries to date):

0

0

– early retirement:

0

0

– transfers to other funds:

0

0

– one-off settlements:

0

0

– lump-sum settlements:

0

0

– pensions:

0

0

– early retirement:

0

0

– transfers to other funds (only outside KB PS):

0

0

Česká spořitelna, a.s.

Česká spořitelna, a.s.

– lump-sum settlements:

Fund custodian:

Retirement Funds – Number of Participants, Benefits

Number of participants (individuals):
Number of benefits payments made, inclusive of transfers:

Amount of benefits paid, inclusive of transfers (in CZK thousands):

Fund custodian:

Report of the Board of Directors

Situation as at 31 Dec 2015

89,403

Assets under management of KB Penzijní společnost

Situation as at 31 Dec 2016

Financial Section

Number of participants (individuals):

KB Penzijní společnost, a.s.

Participation Funds – Number of Participants, Benefits
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Participation Funds – Returns
Fund

in %
2016*

2015

0.36

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

(0.15)

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

(0.84)

1.57

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

0.87

1.60

KB Savings Conservative Participation Fund, a.s.*

0.45

0.36

8 Nov 2016*)

30 Jun 2016**)

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

(0.10)

(0.20)

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

(0.11)

(0.17)

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

(0.10)

1.26

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

(0.11)

2.18

*Fund established as at 1 Sep 2015.

Retirement Funds – Returns
Fund

in %

*) As at final valuation day for pension funds.
**) As at day of extraordinary financial statements before entering liquidation.

8.

Post-Balance Sheet Events

No significant post-balance sheet events occured.
These financial statements have been approved for presentation to the General Meeting by the Board of Directors of the Company.
Compilation date
23 March 2017
Signature of the statutory representative

Pavel Racocha

Petr Strnad
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(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”).

KB Penzijní společnost, a.s.

Report on Relations among Related Entities for the Year
Ended 31 December 2016

Structure of Relations between the Related Entities
In the period from 1 January 2016 to 31 December 2016, 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”). The structure of relations within KB Group is presented below
and the structure of relations within the entire SG Group is presented in the annex hereto.

Assets under management of KB Penzijní společnost

Introduction

Financial Section

I.

Report of the Board of Directors

This Report on Relations was prepared in accordance with the provisions of § 82 et seq. of Act No. 90/2012 Coll., on Business Corporations
and Co-operatives (the Act on Business Corporations) for the year 2016, that is, from 1 January 2016 to 31 December 2016 (hereinafter
referred to as the “reporting period”).
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Komerční banka, a.s.
Na Příkopě 33/969
114 07 Prague 1

Modrá pyramida stavební
spořitelna, a.s.
Bělehradská 128/222
120 21 Prague 2

100% 99.98%

KB Penzijní společnost, a.s.
Náměstí Junkových 2772/1
155 00 Prague 5

Bastion Europeam
Investments S.A.
Rue de la Science 14b
1040 Brussels

ESSOX s.r.o.
Senovážné nám. 231/87
370 21 České Budějovice
100% 50.93%

VN 42, s.r.o.
Václavské náměstí 796/42
110 00 Prague 1

100%

NP 33, s.r.o.
Václavské náměstí 796/42
110 00 Prague 1
100% 100%

Factoring KB, a.s.
náměstí Junkových 2772/1
155 00 Prague 5
100% 100%
16.35% (FA)
Protos, uzavřený investiční
fond, a.s.
Dlouhá 34/713
110 15 Prague 1

83,65% 50.10%

Komerční pojišťovna, a.s.
Karolinská 1/650
186 00 Prague 8
49% 20%

SG Equipment Finance
Czech Republic s.r.o.
náměstí Junkových 2772/1
155 00 Prague 5

CBCB – Czech Banking
Credit Bureau, a.s.
Na Vítězné pláni 1719/4
140 00 Prague 4

Cataps, s.r.o.
Václavské náměstí 796/42
110 00 Prague 1
20%

Note: Percentage of share capital and participation in voting rights may differ.

PSA FINANCE SLOVAKIA, s.r.o.
Prievozská ulica 4/C
821 09 Bratislava
100%

KB Real Estate, s.r.o.
Václavské náměstí 796/42
110 00 Prague 1

PSA FINANCE ČESKÁ
REPUBLIKA, s.r.o.
Hvězdova 1716/2b
140 00 Prague 4 - Nusle
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During the 2016 reporting period, the Company had relationships with the following related entities: 1)
Registered office

Komerční banka, a.s.
Komerční pojišťovna, a.s.
Essox s.r.o.
Modrá pyramida stavební spořitelna, a.s.
ALD Automotive s.r.o.
SG Equipment Finance Czech Republic s.r.o.
Société Générale S.A.
1)
2)

SG’s share of voting power

Na Příkopě 33, 114 07 Prague 1

60.735% 2)

Karolinská 1/650, 186 00 Prague 8

100.00%

Senovážné náměstí 231/7, 370 21 České Budějovice

100.00%

Bělehradská 128/222, 120 21 Prague 2

100.00%

U Stavoservisu 527/1, 108 00 Prague 10

100.00%

náměstí Junkových 2772/1, 155 00 Prague 5

100.00%

29, Boulevard Hausmann, 75009 Paris, France

---

Companies either directly or indirectly controlled by SG Paris as defined by § 74 para. 1 of the Act on Business Corporations.
Information valid as at 31 December 2016

KB Penzijní společnost, a.s.

Company

As the Company’s sole shareholder, Komerční banka asserts its influence on the Company’s activities through the General Meeting. In
2016, it also had four representatives in the Company’s six-member Supervisory Board and two representatives in the three-member Audit
Committee.
As defined by § 79 of the Act on Business Corporations, KB is a managing entity in relation to the Company, with management being
performed rather on an informal basis by consulting in the individual areas of the Company’s activities.

II. Arrangements with Related Entities
A.	Significant Arrangements Made in the Reporting Period upon the Initiative or in the Interest of the Controlling Entity
or the Entities Controlled by the Same Controlling Entity and Concerning Assets Exceeding 10% of Shareholder’s
Equity
In the 2016 reporting period there did not occur any significant arrangement exceeding 10% of shareholder’s equity.

Assets under management of KB Penzijní společnost

Method and Means of Control

Financial Section

The Company is a part of the Komerční banka financial group (hereinafter referred to as the “KB Group”). It is the only company within
KB Group focusing on supplementary pension savings and supplementary pension insurance. The Company previously also focused on
retirement savings, but this activity was terminated by law in 2016. Komerční banka has a relationship with the Company as a supplier of
certain supporting services – e.g. in the areas of information technology and data processing, human resources management, compliance,
internal audit, and risk management. Komerční banka and Modrá pyramida stavební spořitelna, a.s. are also the main distributors of the
Company’s products.

Report of the Board of Directors

The Company’s Role in the Group
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Contracts and Agreements with the Controlling Entity and Other Related Entities
Date of conclusion
of the agreement

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

Other party to the agreement

Licence agreement + Amendment no. 1

Komerční banka, a.s.

20 Dec 2004
18 Dec 2014

Framework contract on personal data processing

Komerční banka, a.s.

11 Aug 2006

Contract on providing services (sharing data from subsidiaries)
+ Amendments nos. 1 and 2

Komerční banka, a.s.

24 Nov 2006
28 Aug 2009
6 May 2010

Co-operation agreement + Amendment no. 1

Komerční banka, a.s.

1 Aug 2007
1 Jul 2010

Co-operation agreement within the Group pursuant to § 5a of Act No. 235/2004 Coll.,
on VAT + Amendments nos. 1 and 2

Komerční banka, a.s.

19 Nov 2008
22 Oct 2009
6 Aug 2014

Framework contract on concluding term deposits with individual interest rates

Komerční banka, a.s.

6 May 2009

Agreement on KB Call Centre Services + Amendment no. 1

Komerční banka, a.s.

31 Dec 2009
31 Dec 2013

Contract on providing services – outsourcing (HR services) + Amendment no. 1

Komerční banka, a.s.

4 Jan 2010
6 Dec 2016

Contract on providing services – outsourcing + Amendment no. 1

Komerční banka, a.s.

9 Jan 2010
11 Sep 2013

Co-operation agreement – employment

Komerční banka, a.s.

28 Apr 2010

Non-disclosure agreement

Komerční banka, a.s.

9 Jul 2010

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

Komerční banka, a.s.

13 Sep 2010

Framework contract on providing IT services + Amendment no. 1

Komerční banka, a.s.

2 Nov 2010
31 Dec 2014

Contract on providing services for notification services solutions
(contract no. 1 under the Framework Contract)

Komerční banka, a.s.

10 Jun 2011

Contract on providing services for technical infrastructure solutions – connectivity
services (contract no. 2 under the Framework Contract)

Komerční banka, a.s.

20 Dec 2012

Contract on providing services for technical infrastructure solutions – physical hosting
of equipment (contract no. 3 under the Framework Contract) + Amendment no. 1

Komerční banka, a.s.

20 Dec 2012
20 Jul 2016

Contract on providing services for technical infrastructure solutions – IT infrastructure
hosting – VMWare (Contract no. 4 under the Framework Contract)

Komerční banka, a.s.

20 Dec 2012

Contract on providing services for technical infrastructure solutions – voice over IP
(contract no. 5 under the Framework Contract)

Komerční banka, a.s.

31 Dec 2012

Contract on providing services for technical infrastructure solutions – fileshare service
(contract no. 6 under the Framework Contract)

Komerční banka, a.s.

8 Aug 2013

Contract on providing services for technical infrastructure solutions – smartphone service Komerční banka, a.s.
(contract no. 7 under the Framework Contract)

8 Aug 2013

Contract on providing services for technical infrastructure solutions – EUW service
(contract no. 8 under the Framework Contract)

Komerční banka, a.s.

8 Aug 2013

Contract on providing services for technical infrastructure solutions – service desk
(contract no. 9 under the Framework Contract)

Komerční banka, a.s.

8 Aug 2013

Contract on providing services for technical infrastructure solutions – email service
(contract no. 10 under the Framework Contract)

Komerční banka, a.s.

8 Aug 2013

Contract on providing services for technical infrastructure solutions – platform hosting
(contract no. 11 under the Framework Contract)

Komerční banka, a.s.

17 Jun 2014

Contract on providing services for technical infrastructure solutions – identity and access
(contract no. 13 under the Framework Contract)

Komerční banka, a.s.

31 Jan 2014

Contract on providing services for technical infrastructure solutions – lease of HW
(contract no. 15 under the Framework Contract)

Komerční banka, a.s.

20 Jul 2016

Contract on providing services for technical infrastructure solutions – development of KB
PS apps (contract no. 16 under the Framework Contract)

Komerční banka, a.s.

4 Mar 2015

Contract on providing services for technical infrastructure solutions – application support
(contract no. 17 under the Framework Contract)

Komerční banka, a.s.

4 Mar 2015

Contract on providing services for technical infrastructure solutions – notification service
(contract no. 18 under the Framework Contract)

Komerční banka, a.s.

3 Oct 2016

Komerční banka, a.s.

21 Jan 2011
30 Dec 2011

Contract on providing compliance services

Komerční banka, a.s.

1 Dec 2011

Co-operation agreement + Amendment no. 1

Komerční banka, a.s.

10 Aug 2012
30 Mar 2015

Sub-lease contract (office space) + Amendment no. 1

Komerční banka, a.s.

10 Aug 2012
26 Jun 2014

Sub-lease contract (parking) + Amendments nos. 1 and 2

Komerční banka, a.s.

10 Aug 2012
30 May 2014
8 Jan 2016

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

Komerční banka, a.s.

22 Aug 2012

Agreement – outsourcing of services (documentation processing)

Komerční banka, a.s.

25 Sep 2012

Distribution Agreement for Products “Retirement Savings – Second Pillar” and “StateContributory Supplementary Pension Savings – Third Pillar” + Amendments nos. 1 and 2

Komerční banka, a.s.

21 Dec 2012
4 Sep 2013
20 Jan 2016

Agreement – outsourcing of HR services (excluding payroll) + Amendment no. 1

Komerční banka, a.s.

1 Jan 2013
31 Mar 2016

Framework contract on concluding term deposits with individual interest rates

Komerční banka, a.s.

20 Mar 2013

Framework contract on trading on the financial market

Komerční banka, a.s.

22 Mar 2013

Agreement – outsourcing of services: operational risks + Amendment no. 1

Komerční banka, a.s.

25 Mar 2013
27 Mar 2015

Contract on providing services + Amendment no. 1

Komerční banka, a.s.

21. 5. 2013
2. 6. 2014

Contract on establishing and maintaining a current account (KB Penzijní společnost)

Komerční banka, a.s.

21 May 2013

Contract on establishing and maintaining a current account (KBPS Transformed Fund)

Komerční banka, a.s.

21 May 2013

Non-disclosure agreement

Komerční banka, a.s.

12 Aug 2013

Contract on providing a mandate for a place of payment

Komerční banka, a.s.

1 Oct 2013

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

Komerční banka, a.s.

1 Oct 2013

Contract on providing services – outsourcing – BI services

Komerční banka, a.s.

1 Nov 2013

3× Contract on establishing and maintaining a term deposit

Komerční banka, a.s.

13 Dec 2013

Agreement on concluding a framework insurance contract

Komerční banka, a.s.

11 Feb 2014

Custody contract

Komerční banka, a.s.

10 Jul 2014

Framework contract on lending company cars

Komerční banka, a.s.

22 Sep 2014

Contract on pledge of securities reg. no. 10000483595

Komerční banka, a.s.

17 Oct 2014

Framework contract on trading on the financial market + Amendment no. 1

Komerční banka, a.s.

30 Oct 2014
23 Jun 2015

2× Agreement on provision of replacement workplace

Komerční banka, a.s.

10 Nov 2014

Service level agreement

Komerční banka, a.s.

24 Nov 2014

Mandate contract – management of supplier contracts + Amendment no. 1

Komerční banka, a.s.

31 Dec 2014
6 Apr 2016

Contract on pledge of securities reg. no. 10000501800

Komerční banka, a.s.

21 Jan 2015

Agreement of Work-related Accident and Occupational Disease Insurance for Members
of the Board of Directors and Administrators of the Financial Group of Komerční banka/
Société Générale N°333000000

Komerční banka, a.s.

23 Mar 2015

Contract on sub-lease of parking

Komerční banka, a.s.

31 Mar 2015

Contract on pledge of securities reg. no. 10000516231

Komerční banka, a.s.

22 Apr 2015

Contract on providing OHS, EP and FP services

Komerční banka, a.s.

28 May 2015

Purchase contract

Komerční banka, a.s.

7 Mar 2016

Contract on paying insurance premium and insurance broker’s remuneration

Komerční banka, a.s.

17 Jun 2016

Agreement on co-operation in implementing the Group Insurance Agreement of Workrelated Accident and Occupational Disease Insurance for Members of the Board of
Directors and Administrators of the Financial Group of Komerční banka/Société Générale
N°334000000

Komerční banka, a.s.

12 Sep 2016

KB Penzijní společnost, a.s.

Agreement on the Organisation of Periodic Control + Amendment no. 1

Date of conclusion
of the agreement

Report of the Board of Directors

Other party to the agreement

Assets under management of KB Penzijní společnost

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

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

Other party to the agreement

Contract on providing services – information security services

Komerční banka, a.s.

16 Sep 2016
29 Nov 2016

Contract on establishing and maintaining an account

Komerční banka, a.s.

Co-operation agreement + Amendment no. 1

ESSOX s.r.o.

27 Oct 2004

Contract on personal data processing

ESSOX s.r.o.

18 Dec 2004
15 May 2006

Contract on personal data processing

ESSOX s.r.o.

Co-operation agreement regarding state-contributory supplementary pension insurance

Modrá pyramida stavební spořitelna, a.s.

6 May 2005

Contract on sales representation (agency agreement) + Amendment no. 1

Modrá pyramida stavební spořitelna, a.s.

4 Jan 2013
27 Nov 2013

Contract on provision of advantageous conditions for employees of KB PS, a.s.
participating in building savings in MPSS, a.s.

Modrá pyramida stavební spořitelna, a.s.

1 Nov 2013

Contract on advertising

Modrá pyramida stavební spořitelna, a.s.

30 Sep 2016

Contract on advertising

Modrá pyramida stavební spořitelna, a.s.

28 Dec 2016

Contract on personal data processing

Komerční pojišťovna, a.s.

10 Oct 2002

Co-operation agreement regarding state-contributory supplementary pension insurance

Komerční pojišťovna, a.s.

18 Aug 2003

Framework co-operation agreement (Spektrum programme) + Amendments nos. 1 and 2

Komerční pojišťovna, a.s.

17 Oct 2006
31 Dec 2010
7 Feb 2014

Contract on personal data processing

Komerční pojišťovna, a.s.

21 Jan 2013

Contract on provision of consulting (support) in calculating insurance-technical reserves
+ Amendment no. 2

Komerční pojišťovna, a.s.

10 Dec 2014
15 Dec 2016

Co-operation agreement in supplementary pension insurance

SG Equipment Finance Czech Republic s.r.o.

Non-disclosure agreement

Société Générale S.A.

22 Jan 2008

7 Nov 2008

Deposit agreement linked to a credit skew strategy

Société Générale S.A.

28 Sep 2015

Deposit agreement linked to a credit skew strategy

Société Générale S.A.

14 Jan 2016

12x Contract on procurement of services (contracts nos. 150059098–150059109)
including General Contractual Terms and Conditions for Fleet Management (version
04/2013) + Amendment no. 1

ALD Automotive s.r.o.

15 Oct 2013
15 Oct 2013

Contract on procurement of services no. 150059495 including General Contractual
Terms and Conditions for All-inclusive Fleet Management (version 04/2013)
+ Amendment no. 1

ALD Automotive s.r.o.

19 Nov 2013
19 Nov 2013

General Contractual Terms and Conditions for Fleet Management (version 01/2014)
+ Amendment no. 1

ALD Automotive s.r.o.

1 Jan 2014
1 Jan 2014

Contract on procurement of services no. 150060880

ALD Automotive s.r.o.

31 Mar 2014

Contract on procurement of services no. 150061412

ALD Automotive s.r.o.

7 May 2014

Amendment to contracts on lease of movables

ALD Automotive s.r.o.

1 Mar 2015

Contract on procurement of services no. 150069379

ALD Automotive s.r.o.

11 Nov 2015

Contract on procurement of services no. 150069380

ALD Automotive s.r.o.

11 Nov 2015

Contract on procurement of services no. 150069701

ALD Automotive s.r.o.

30 Nov 2015
30 Nov 2015

Contract on procurement of services no. 150069702

ALD Automotive s.r.o.

Contract on procurement of services no. 150070038

ALD Automotive s.r.o.

9 Dec 2015

Contract on procurement of services no. 150070039

ALD Automotive s.r.o.

9 Dec 2015

Contract on procurement of services no. 150072481

ALD Automotive s.r.o.

21 Apr 2016

Contract on procurement of services no. 150077017

ALD Automotive s.r.o.

5 Dec 2016

Contract on procurement of services no. 150077018

ALD Automotive s.r.o.

5 Dec 2016

Contract on procurement of services no. 150077019

ALD Automotive s.r.o.

5 Dec 2016
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C.	Consideration of Advantages and Disadvantages Resulting from Relations with the Related Entities and Assessment
of Damage

KB Group is diversified and provides universal banking and financial services. The entire group uses mutual synergic effects including
sharing in projects, a strong brand, and know-how. In the sales area, the Company co-operates with Komerční banka and Modrá pyramida
stavební spořitelna, which especially in recent years comprise the Company’s strongest distribution channels. In the operational area, the
Company profits from the highly specialised knowledge of extensive expert teams, especially within Komerční banka, and particularly in the
areas of IT, data processing, human resources management, compliance, internal audit, and risk management.
Assessment of Damage
The Company’s Board of Directors has reviewed all arrangements put in place between the Company and the related entities during the
2016 reporting period and states that the Company incurred no damage as a result of any contracts, agreements, or other legal acts or
measures taken or implemented by the Company or due to any influence asserted by SG in the reporting period.

KB Penzijní společnost, a.s.

Advantages and Disadvantages Resulting from Relations with the Related Entities

Petr Strnad
Member of the Board of Directors

Assets under management of KB Penzijní společnost

Vojtěch Kubec
Deputy Chairman of the Board of Directors

Financial Section

Pavel Racocha, MIA
Chairman of the Board of Directors

Report of the Board of Directors

In Prague on 23 March 2017
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Balance Sheet as at 31 Dec 2016 (in CZK thousands)
Assets:

Due from banks

Note

31 Dec 2016

31 Dec 2015

3.1

4,592,996

2,638,387

of which: a) repayable on demand

1,278,276

930,635

		

3,314,720

1,707,752

b) other

Debt securities

44,000,749

43,006,126

of which: a) issued by government institutions

29,336,404

30,089,870

		

14,664,345

12,916,256

876,671

688,440

0

0

876,671

688,440

394,003

281,767

3.3

b) issued by other entities

Shares, participation certificates, and other investment instruments

3.3

of which: a) shares
		

b) participation certificates

Other assets

3.4

of which: positive fair value of derivatives
Total assets
Liabilities and shareholder’s equity:

Other liabilities
b) amounts due to participants – state contributions

		

c) amounts due to government – taxes

		

d) negative fair value of derivatives

		

e) estimated payables and other liabilities

		

f) pension insurance participants’ funds

			

fa) participants’ and state contributions

			

fb) funds for the payment of pensions

			

fc) revenues from participants’ contributions

			
			

35,647

49,864,419

46,614,720

Note

31 Dec 2016

31 Dec 2015

3.5

48,197,794

44,881,756

160

3,539

0

0

of which: a) trade payables
		

52,090

5,237

4,790

1,220,325

1,319,432

405,524

352,845

46,566,548

43,201,150

42,717,261

39,618,133

238,311

227,906

3,578,884

3,319,073

fd) non-allocated contributions from pension insurance participants

20,458

24,697

fe) amounts due from lump-sum settlements awarded

11,634

11,341

3.6

0

0

0

0

3.7

31,331

31,327

Provisions
of which: a) provision for future pensions
Reserve funds and other funds from profit
		

a) obligatory reserve funds

		

b) other funds from profit

Revaluation differences

3.8

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

3.7

0

0

31,331

31,327

1,339,608

1,224,506

986,554

1,107,609

0

0

295,686

477,131

49,864,419

46,614,720
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Off-Balance Sheet as at 31 Dec 2016 (in CZK thousands)
Note

31 Dec 2016

31 Dec 2015

12,789,319

11,440,943

6.

47,915,308

44,619,336

44,877,420

43,694,566

of which: a) securities
State contributions – claims on the Ministry of Finance of the Czech Republic

6.

172,804

172,738

Collateral provided: securities

6.

2,246,268

2,319,387

63,123,699

58,552,404

Note

31 Dec 2016

31 Dec 2015

5.4

13,957,553

12,724,728

6.

172,804

172,738

14,130,357

12,897,466

Total off-balance sheet assets

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

Income Statement for the Year Ended 31 Dec 2016 (in CZK thousands)
Interest and similar income

Note

2016

2015

3.9

1,012,965

1,108,572

787,787

884,243

3.9

(332,228)

(321,415)

11,611

0

3.10

(408,216)

(354,039)

of which: interest income from debt securities
Interest and similar expenses
Income from shares and other investments
Fee and commission expenses
Profit or loss from financial operations

3.11

3,174

22,615

Other operating income

3.12

8,400

8,250

Other operating expenses

3.12

(107)

(352)

Use of allowances and provisions for receivables and guarantees

3.13

13,600

13,500

Write-down of receivables and receivables from guarantees

(13,513)

0

Profit from ordinary activities before taxes

295,686

477,131

Income tax
Net profit for the period

3.14

0

0

295,686

477,131

Report of the Board of Directors

5.4

Assets under management of KB Penzijní společnost

Assets under management

Financial Section

Receivables from fixed-term operations

KB Penzijní společnost, a.s.

Off-balance sheet assets:
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Statement of Changes in Equity for the Year Ended 31 Dec 2016 (in CZK thousands)

Share capital

Reserve funds and
other funds from
profit

Beginning balance as
at 1 January 2015

0

31,730

0

1,487,301

507,528

2,026,559

Share capital increase

0

0

0

0

0

0

Allocation to obligatory reserve fund and
other funds

0

0

0

0

0

0

Profit transferred to participants’ accounts

0

0

0

0

(507,528)

(507,528)

Allocation to funds

0

0

0

0

0

0

Other use of funds

0

(403)

0

0

0

(403)

Dividend payment

0

0

0

0

0

0

Change in revaluation differences

0

0

0

(262,795)

0

(262,795)

Capital funds

Revaluation
differences

Retained earnings and
profit/(loss) awaiting
approval

Total

Profit for 2015

0

0

0

0

477,131

477,131

Balance as at 31 Dec 2015

0

31,327

0

1,224,506

477,131

1,732,964

Retained earnings and
profit/(loss) awaiting
approval

Total

Share capital

Reserve funds and
other funds from
profit

Capital funds

Revaluation
differences

Beginning balance as at 1 January 2016

0

31,327

0

1,224,506

477,131

1,732,964

Share capital increase

0

0

0

0

0

0

Allocation to obligatory reserve fund and
other funds

0

0

0

0

0

0

Profit transferred to participants’ accounts

0

0

0

0

(477,131)

(477,131)

Allocation to funds

0

0

0

0

0

0

Other use of funds

0

4

0

0

0

4

Dividend payment

0

0

0

0

0

0

Change in revaluation differences

0

0

0

115,102

0

115,102

Profit for 2016

0

0

0

0

295,686

295,686

Balance as at 31 Dec 2016

0

31,331

0

1,339,608

295,686,

1,666,625

Notes to the financial statements for the year ended 31 december 2016
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 § 182 of Act No. 427/2011 Coll., the assets, liabilities and equity associated with
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 Dec 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 Jan 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.
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The Fund’s securities portfolio is administered by Investiční kapitálová společnost KB, a.s. (hereinafter referred to as “IKS”), a member of the
AMUNDI Group, on the basis of a contract with KB Penzijní společnost, a.s.

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 Sb., 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.

KB Penzijní společnost, a.s.

The Fund’s custodian is Česká spořitelna, a.s. (hereinafter referred to as the “Custodian”).

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, 2.3, and 2.4, the accruals principle, the prudence concept, and the going concern assumption.

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 of a movement within the accounting unit; and the date on which occurred other facts that are the
subject of accounting 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, providing that the period between the contract date and the
fulfilment of the commitment or claim ensuing 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.
Upon acquisition, all securities held by the Fund are stated at fair value as at the acquisition date, which is usually the acquisition price. Any
direct transaction costs related to the purchase are borne by the Company and are not part of the security’s acquisition cost.

Assets under management of KB Penzijní společnost

2.1.

Report of the Board of Directors

Unless stated otherwise, the amounts included in the financial statements are rounded to the nearest thousand Czech crowns (CZK thousand).

For purposes of the Fund’s accounting, securities are categorised into the following portfolios:
– securities at fair value through profit or loss,
– securities available for sale, and
– securities held to maturity.

Fair Value of Securities
The fair value of a security is determined as the market value quoted 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.

Financial Section

In 2016, the Fund held securities only in the “securities available for sale” and in the “securities held to maturity” portfolios.
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Securities at Fair Value through Profit or Loss
Securities at fair value through profit or loss fall into two subcategories (securities held for trading, and securities initially recognised by the
accounting unit as securities at fair value through profit or loss):
(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 with the exception 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 item “Profit or loss from financial operations”. Interest from 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 in 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.
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 a 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 35% of the Fund’s total
assets (30% in 2015).
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Repo Trades

The term repo trade is understood to include both repo and reverse repo transactions. A repo trade consists in the provision of non-cash
financial assets in exchange for cash or other form of payment with a concurrent obligation to receive this financial asset at a precise date for
an amount equal to the original cash or other form of payment and interest. A reverse repo trade comprises acceptance of non-cash financial
assets for cash or other form of payment with a concurrent undertaking to provide such financial asset at the precise date for an amount
equal to the transferred cash or other form of payment and interest.
The following transactions are recognised as repo trades:
– Loan of securities collateralized with a transfer of cash or other form of payment,
– Classic repo, which means accepting a loan with transfer of a financial asset as collateral and classic reverse repo which means provision
of a loan with transfer of a financial asset as collateral,
– Sale of securities with a concurrently agreed buyback and sale of securities with concurrently agreed sale-back.
Securities accepted in repo trades are recognised at fair value in the off-balance sheet. Receivables from reverse repo trades are recognised
in the balance sheet line “Due from banks and credit unions” and valued with the inclusion of accrued interest.
2.4.

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 recorded 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 recorded at fair value in the lines “Positive fair value of derivatives” and “Negative fair value of derivatives”. Realised and
unrealised gains and losses are reported in the income statement in the line item “Profit or loss from financial operations”, the exception being
unrealised gains and losses on cash flow hedges, which are reported in equity.

Assets under management of KB Penzijní společnost

2.3.

Report of the Board of Directors

Transfers between portfolios as a result of changes from 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.

KB Penzijní společnost, a.s.

Transfers between Portfolios

Derivatives are considered to be hedging instruments if they meet the following conditions:
– They correspond to the Fund’s risk management strategy.
– At the hedge’s inception, a formal decision was taken and documented regarding the hedged items and how they relate to the hedging
instruments used, the risks that are being hedged, and how the Fund will assess the hedging instruments’ effectiveness.
– 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%.
The Fund used hedging derivatives for both fair value hedges and cash flow hedges during the reporting period.

Financial Section

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. Among the financial derivatives classified as hedging instruments used by the Fund are currency forwards and cross
currency swaps. The Fund concludes derivative contracts only for hedging purposes. Securities held to maturity are not hedged.
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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 item “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.
2.5.

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 value 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.
2.6.

Other 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 the amount of the obligation can be reliably estimated.
The Fund creates a provision for future obligations ensuing 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 2016, the Company continued to determine the provision amount for future pension beneficiaries. Both the technical reserve 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 2.9).
2.7.

Foreign Currency Translation

Accounting operations 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 announced by the CNB as at the balance sheet date.
Foreign exchange rate differences ensuing from the revaluation of assets and liabilities denominated in foreign currencies are recorded in the
line item “Profit or loss from financial operations”.
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2.8.

Taxation

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 lumpsum 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.
2.10.

Estimates and Assumptions Used in Financial Statements

The compilation of financial statements requires the management of the Company to make estimates 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.
Key areas with the potential for significant differences between the actual results and the estimates include especially fair values of securities
and impairment of asset value.
2.11.

Interest Income and Expense, Dividend Income

Interest income and expenses from all interest-bearing instruments are recognised according to the accrual principle in the period to which
they relate and not at the time when the cash or its equivalent is received or paid out. Dividend income is recorded as at the date when there
arises a claim for its payment.

3.

Additional Information on the Balance Sheet and Income Statement

3.1.

Due from Banks

(in CZK thousands)

Current accounts
Other term deposits
Total

3.2.

2016

2015

1,278,276

930,635

3,314,720

1,707,752

4,592,996

2,638,387

Report of the Board of Directors

Accounting Treatment for Supplementary Pension Insurance Products with State Contribution

Due from Non-Banking Entities

(in CZK thousands)

2016

2015

0

13,600

Allowances

0

(13,600)

Total

0

0

Receivables

Financial Section

2.9.

Assets under management of KB Penzijní společnost

Deferred Tax
Deferred income tax was not calculated for 2016 and 2015 because the Fund is subject to a 0% income tax rate from 2015.

KB Penzijní společnost, a.s.

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
or temporary non-deductible expenses and non-taxable income. The income tax rate was 0% in 2016 and 2015.
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This category of receivables included amounts receivable arising from outstanding debt securities with payment past due issued by Seliko
a.s., in liquidation. These receivables were more than 36 months past due and were written off in 2016.
3.3.

Securities

Securities are reported in the balance sheet as follows:

(in CZK thousands)

Debt securities (including treasury bills)
Shares, participation certificates, and other investment instruments
Total

Market value as at 31
Dec 2016

Market value as at 31
Dec 2015

44,000,749

43,006,126

876,671

688,440

44,877,420

43,694,566

Securities are held in the portfolio of securities available for sale and the portfolio of securities held to maturity. In 2016 and in 2015, the Fund
held no securities issued by entities over which it had decisive or significant influence.
(a)

Securities Available for Sale

(in CZK thousands)

Bonds issued by banks

Market value as at 31
Dec 2016

Market value as at 31
Dec 2015

9,520,630

9,204,793

– of which issued in the Czech Republic

3,124,314

2,656,335

– of which issued in other countries

6,396,316

6,548,458

Debt securities issued by government institutions

17,057,575

21,015,701

– of which issued in the Czech Republic

15,132,921

18,555,252

1,924,654

2,460,449

– of which issued in other countries
Other bonds

5,143,715

3,711,463

– of which issued in the Czech Republic

1,379,037

1,285,298

– of which issued in other countries

3,764,678

2,426,165

Participation certificates

876,671

688,440

– of which issued in the Czech Republic

325,410

301,830

– of which issued in other countries

551,261

386,610

Total securities available for sale

32,598,591

34,620,397

Market value as at 31
Dec 2016

Market value as at 31
Dec 2015

(in CZK thousands)

Fixed-rate debt securities

26,917,198

27,311,802

– of which in CZK

14,722,714

16,287,590

– of which in foreign currency

12,194,484

11,024,212

Variable-rate debt securities

4,804,722

6,620,155

– of which in CZK

3,986,238

5,398,717

818,484

1,221,438

– of which in foreign currency
Total debt securities

31,721,920

33,931,957

Participation certificates

876,671

688,440

– of which in CZK

325,410

301,830

– of which in foreign currency

551,261

386,610

Total participation certificates

876,671

688,440

32,598,591

34,620,397

Market value as at 31
Dec 2016

Market value as at 31
Dec 2015

Total securities available for sale

(in CZK thousands)

Traded on main or second-level market of Prague Stock Exchange

15,770,634

17,597,033

On foreign exchanges

15,565,814

14,541,609

1,262,143

2,481,755

32,598,591

34,620,397

Not exchange traded
Total securities available for sale
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Securities Held to Maturity

(in CZK thousands)

Bonds issued by government institutions
Total securities held to maturity

Amortised cost
as at 31 Dec 2016

Market value
as at 31 Dec 2016

Amortised cost
as at 31 Dec 2015

Market value
as at 31 Dec 2015

12,278,828

12,940,299

9,074,168

9,829,312

12,278,828

12,940,299

9,074,168

9,829,312

Amortised cost
as at 31 Dec 2016

Amortised cost
as at 31 Dec 2015

12,278,828

9,074,168

(in CZK thousands)

Traded on main or second-level market of Prague Stock Exchange
On foreign exchanges
Securities held to maturity Total

0

0

12,278,828

9,074,168

Debt securities comprised 98% of the total value of securities as at 31 Dec 2015 (as at 31 Dec 2015: 98%).

KB Penzijní společnost, a.s.

(b)

Other Assets

Other assets include the following:
(in CZK thousands)

2016

2015

Trade receivables

341,913

246,120

Positive fair value of derivatives
Total

52,090

35,647

394,003

281,767

As at the end of 2016, the balance of the line item “Trade receivables” consists primarily of an advance provided to KB Penzijní společnost,
a.s. as payment for managing the Fund for the period from January to November in the amount of CZK 341,748,000 (31 Dec 2015:
CZK 246,112,000).
The Fund had no liabilities either subject to a lien or otherwise encumbered in 2016.
3.5.

Other Liabilities

Other liabilities include the following:
(in CZK thousands)

Trade payables
Tax payables, state contributions
Negative fair value of derivatives
Estimated payables and other liabilities

2016

2015

160

3,539

5,237

4,790

1,220,325

1,319,432

405,524

352,845

Cash on participants’ personal accounts

46,566,548

43,201,150

Total

48,197,794

44,881,756

The line item “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 out benefits from the Transformed Fund.

Assets under management of KB Penzijní společnost

3.4.

Financial Section

The majority of securities held in the Fund’s portfolio are publicly traded.

Report of the Board of Directors

Pursuant to § 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 § 33, 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).
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Taxes payable at the end of 2016 principally comprise withholding tax for benefits paid in December in the amount of CZK 5,237,000
(31 Dec 2015: CZK 4,790,000).
Since 2014, liabilities from negative fair value of derivatives have been covered by a pledge in the form of securities (see note 6).
The balances of estimated payables as at 31 Dec 2016 and 31 Dec 2015 consist of an estimated item for payment by the Fund of
management and performance fees (see note 3.10) decreased by the costs for holding securities issued by the collective investment fund.
3.6.

Provisions

As a result of liability adequacy testing for the portfolio of clients currently receiving pensions performed pursuant to note 2.6 as at 31
Dec 2016, the needs for payment of pensions, including for the retirement option, as at 31 Dec 2016 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 Dec 2016, this fund
amounted to CZK 31,331,000, 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
decreased to reflect the amount of funds recorded on behalf of pension recipients.
3.7.

Equity

The Fund’s equity consists of profit for the current period, valuation differences from revaluation of assets and liabilities, and other funds from profit.
As at 31 Dec 2016, the Fund’s net asset value was CZK 1,666,625,000 (as at 31 Dec 2015: CZK 1,732,964,000). Movements in equity are
shown in the statement of changes in equity. Profit for 2016 was CZK 295,686,000, and this will be fully distributed to the Fund’s participants.
The profit for 2015 in the amount of CZK 477,131,000 was also fully distributed to the Fund’s participants.
Revaluation differences for assets and liabilities in the amount of CZK 1,339,608,000 (as at 31 Dec 2015: CZK 1,224,506,000) consist of the
following items: revaluation differences for securities and revaluation differences for the related derivative instruments (see note 3.8).
Other funds from profit comprise a pension reserve fund in the amount of CZK 31,331,000 (as at 31 Dec 2015: CZK 31,327,000), which covers
the technical reserve and the need for provisions for future pensioners as well as the needs of the current pension beneficiaries (see note 3.6).
3.8.

Revaluation Differences

(in CZK thousands)

Bonds and treasury bills
Mutual funds
Fair values of hedging instruments
Total

2016

2015

953,947

1,114,782

32,606

(7,173)

353,055

116,897

1,339,608

1,224,506

Summary of changes in revaluation differences:
(in CZK thousands)

Revaluation differences as at 1 January
Gain/loss from fair value revaluation of securities available for sale
Change in fair values of hedging instruments
Revaluation differences as at 31 Dec

2016

2015

1,224,506

1,487,301

(121,056)

(319,087)

236,158

56,292

1,339,608

1,224,506
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3.9.

Interest Income and Expense

Interest income

From current accounts and term deposits
From securities
From derivatives
Total securities income

2016

2015

14,531

3,055

787,787

884,243

210,647

221,274

1,012,965

1,108,572

In 2016, the Fund incurred interest expense from fixed-term operations (cross currency swaps) in the amount of CZK 332,228,000
(2015: CZK 321,415,000).
3.10.

KB Penzijní společnost, a.s.

(in CZK thousands)

Fee and Commission Expenses

Fees

2016

in %

2015

in %

Management fee

375,362

0.8*)

269,839

0.6

Performance fee

32,854

10

84,200

15

Total

408,216

354,039

*) 0.6% to 31 January 2016

Management fees increased in 2016 as compared to 2015 due to growth in the participants’ assets on personal accounts and the related
growth in assets managed by the Company.
3.11.

Profit or Loss from Financial Operations

(in CZK thousands)

2016

2015

Loss from bonds sold

0

0

Profit from bonds sold

0

25,632

Net profit (+)/loss (-) from bonds sold

0

25,632

Loss from foreign exchange operations

(2,074,621)

(2,112,854)

Profit from foreign exchange operations

2,075,456

2,109,166

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

835

(3,688)

Loss from derivative operations

505

(9,469)

Profit from derivative operations

367

8,946

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

(138)

(523)

Compensation for costs of collective investment funds

2,477

1,194

Profit or loss from financial operations

3,174

22,615

Assets under management of KB Penzijní společnost

(in CZK thousands)

Report of the Board of Directors

The line item “Fee and commission expenses” for 2016 in the amount of CZK 408,216,000 comprises payment to the Company as defined
by Act No. 427/2011 Coll., on Supplementary Pension Savings, in the following breakdown:

In 2015, sales of government bonds were made from the portfolio of securities available for sale with a total profit of CZK 25.6 million. These
sales constituted the largest part in the overall result from financial operations.

Financial Section

The line item “Compensation for costs of collective investment funds” includes the return of fees related to purchased securities of collective
investment funds and which the Company must by law return to the Fund.
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Operating Expenses and Income

Other Operating Income
(in CZK thousands)

2016

2015

Income from terminated contracts and statute-barred claims

4,305

3,358

Income from unpaid state contributions with lump-sum settlement

4,004

4,844

91

48

8,400

8,250

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

Other Operating Expenses
This line “Other operating expenses” for 2016 contains cancelled statute-barred claims and cancelled losses of claims for lump-sum
settlements totalling CZK 107,000 (2015: CZK 352,000).
3.13.

Use of Allowances and Provisions for Receivables and Guarantees

In 2016, the Fund used and deleted an allowance for a receivable from debt securities issued by Seliko a.s., in liquidation, totalling
CZK 13,600,000 and subsequently wrote off this receivable.
In 2015, the Fund realised revenue from an assigned receivable. This was a receivable due from a purchased debt security of Landsbanki in
the nominal value of CZK 150 million and the related appurtenances in the amount of CZK 2,966,000.
3.14.

Income Tax

Tax Payable
From 2015, a 0% tax rate applies to the Transformed Fund.

4.

Additional Information Related to Supplementary Pension Insurance with State Contribution
as at 31 Dec 2016

as at 31 Dec 2015

445,753

475,290

18,059

17,233

– lump-sum settlements:

8,678

11,505

– pensions (number of pension beneficiaries to date):

5,651

5,480

Number of participants in supplementary pension insurance (individuals):
Number of benefits paid for year, including transfers:
– one-off settlements:

– transfers to other funds:

47

68

2,467,029

2,166,223

1,991,079

1,659,005

– lump-sum settlements:

301,802

350,802

– pensions:

172,014

153,117

Amount of benefits paid, including transfers, in CZK thousands:
– one-off settlements:

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

2,134

3,299

Česká spořitelna, a.s.

Česká spořitelna, a.s.

*)

1.16

% appreciation of invested funds from profit:
– profit distribution (net of state contributions)
*) Information will be available following profit distribution for 2016.
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5.

Risk Management Framework

In addition to establishing internal investment limits, the Value at Risk method (hereinafter referred to as “VaR”) is used as a source for
determining the value of potential market risks. The Company calculates the value of 1-month VaR at a monthly basis. Average VaR values for
the Fund’s individual risks are stated below:

Average VaR

VaR as at 31 Dec 2016

Total VaR*

0.6%

0.7%

Foreign exchange VaR

0.0%

0.0%

Interest rate VaR

0.5%

0.6%

Equity VaR

0.2%

0.2%

KB Penzijní společnost, a.s.

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.

VaR as at 31 Dec 2015

0.6%

0.6%

Foreign exchange VaR

0.0%

0.1%

Interest rare VaR

0.6%

0.6%

Equity VaR

0.1%

0.3%

*including credit VaR

Average VaR is calculated as the average of daily VaR in the given year.
The Company monitors risk exposure as Total VaR, including its credit risk component as well as other components such as interest rate,
currency, and equity VaR. On the basis of the VaR value, critical segments can be identified to assist in the investment process.
To assist in managing market risk, the Company performs stress testing of market risks using stress scenarios (both adverse and hypothetical).
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 Fund has 88% of its assets invested into fixed- or floating-rate bonds as at 31 Dec 2016 (as at 31 Dec 2015: 92%).
This risk is monitored using the VaR method and by evaluating two important indicators: weighted average time to maturity (i.e. duration) and
sensitivity to parallel movements of the yield curve (interest-rate curve).

Assets under management of KB Penzijní společnost

Average VaR

Total VaR*

Report of the Board of Directors

*including credit VaR

Managing both of the portfolio’s indicators is important to fulfilling the investment strategy in managing assets, both in terms of short-term
adjustments in response to expected financial market developments and managing interest rate risk.

The portfolio’s sensitivity to changes in interest rates is monitored and regularly reported. Under a stress sensitivity scenario whereby rates
are increased by 20 basis points across the entire yield curve, the portfolio’s value would decrease by CZK 153 million.

Financial Section

In managing interest rate risk, specific internal limits are established and, at the same time, impacts of stress testing are monitored on
a monthly basis. The two interest risk indicators provide a basis for evaluating the strategy, which is discussed and adjusted on a monthly
basis in the Company’s investment committees together with the asset manager and other members of the investment committee.
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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 individual entities (issuers, counterparties) based on said entities’ credit ratings. This risk is also monitored by means of
the VaR method.
5.3.

Liquidity Risk

Liquidity risk plays an important role in planning the Transformed Fund’s investments and available cash. The system of liquidity risk
management 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 taking decisions on the amounts and composition of liquid assets with maturity up to 7 days,
decisions on transfers of cash among individual accounts, and forecasting of cash flows within a 1-month horizon.
Long-term liquidity management consists in measuring and managing the maturity profile of all assets and modelling the maturity time bands
for liabilities on at least a monthly 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 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)
2016

Cash and due from banks

On demand
within 7 days

Within
3 months

Within 1 year

From 1 to
5 years

Over 5 years

Undefined

Total

1,278,276

507,471

1,702,401

1,104,848

0

0

4,592,996

Debt securities

0

1,162,528

8,680,733

17,005,465

17,152,023

0

44,000,749

Participation certificates

0

0

0

0

0

876,671

876,671

Positive fair value of hedging derivatives

0

0

0

50,399

1,691

0

52,090

Other assets

0

341,913

0

0

0

0

341,913

Total assets

1,278,276

2,011,912

10,383,134

18,160,712

17,153,714

876,671

49,864,419

Pension insurance participants’ funds

0

0

0

0

0

46,566,548

46,566,548

Negative fair value of hedging derivatives

0

0

25,641

657,457

537,227

0

1,220,325

Other liabilities

0

410,760

0

0

0

161

410,921

Equity

0

0

0

0

0

1,666,625

1,666,625

Total liabilities and equity

0

410,760

25,641

657,457

537,227

48,233,334

49,864,419

1,278,276

1,601,152

10,357,493

17,503,255

16,616,487

(47,356,663)

0

Net balance sheet liquidity gap as at
31 Dec 2016
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Within
3 months

Within 1 year

From 1 to
5 years

Over 5 years

Undefined

Total

930,635

550,355

752,022

405,375

0

0

2,638,387

Debt securities

0

3,154,269

4,421,185

21,156,476

14,274,196

0

43,006,126

Participation certificates

0

0

0

0

0

688,440

688,440

Positive fair value of hedging derivatives

0

0

0

35,647

0

0

35,647

Other assets

0

246,120

0

0

0

0

246,120

Total assets

930,635

3,950,744

5,173,207

21,597,498

14,274,196

688,440

46,614,720

Pension insurance participants’ funds

0

0

0

0

0

43,201,150

43,201,150

Negative fair value of hedging derivatives

0

71,388

45,482

300,242

902,320

0

1,319,432

Other liabilities

0

357,635

0

0

0

3,539

361,174

Equity

0

0

0

0

0

1,732,964

1,732,964

Total liabilities and equity

–

429,023

45,482

300,242

902,320

44,937,653

46,614,720

930,635

3,521,721

5,127,725

21,297,256

13,371,876

(44,249,213)

0

Net balance sheet liquidity gap as at
31 Dec 2015

5.4.

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)
as at 31 Dec 2016

EUR

USD

Total

Due from banks

1,125,757

19,675

1,145,432

551,261

0

551,261

Participation certificates available for sale
Bonds available for sale

6,256,683

6,756,285

13,012,968

Total

7,933,701

6,775,960

14,709,661

(in CZK thousands)
as at 31 Dec 2015

EUR

USD

Total

Due from banks

406,983

217,694

624,677

Participation certificates available for sale

386,610

0

386,610

Bonds available for sale

6,965,046

5,280,604

12,245,650

Total

7,758,639

5,498,298

13,256,937

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 Dec 2016, the
Transformed Fund held foreign currency-denominated debt securities.

Report of the Board of Directors

Cash and due from banks

On demand
within 7 days

Assets under management of KB Penzijní společnost

2015

KB Penzijní společnost, a.s.

(in CZK thousands)

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,
additional hedging is established to bring the currency risk below the required level. This risk is also monitored by means of the VaR method.

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.

Financial Section
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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.
Summary of Open Derivative Operations as at 31 Dec 2016

Positive fair value

Negative fair value

Value of off-balance sheet
asset

Value of off-balance sheet
liability

Cross currency swaps (cash flow hedging)

52,090

1,220,325

12,789,319

13,957,553

Total

52,090

1,220,325

12,789,319

13,957,553

(in CZK thousands)

Summary of Open Derivative Operations as at 31 Dec 2015

Positive fair value

Negative fair value

Value of off-balance sheet
asset

Value of off-balance sheet
liability

Cross currency swaps (cash flow hedging)

35,647

1,319,432

11,440,943

12,724,728

Total

35,647

1,319,432

11,440,943

12,724,728

(in CZK thousands)

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 Dec 2016 (Off-balance Sheet Receivable Value)
(in CZK thousands)
Currency instruments

Within 1 year

1 to 5 years

Over 5 years

Total

Cross currency swaps for cash flow hedging

532,725

6,771,749

5,484,845

12,789,319

Total

532,725

6,771,749

5,484,845

12,789,319

Remaining Maturity of Derivatives as at 31 Dec 2015 (Off-balance Sheet Receivable Value)
(in CZK thousands)
Currency instruments

Within 1 year

1 to 5 years

Over 5 years

Total

Cross currency swaps for cash flow hedging

1,377,437

3,917,492

6,146,014

11,440,943

Total

1,377,437

3,917,492

6,146,014

11,440,943
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Equity Risk

(in CZK thousands)
2016

Czech Republic

European Union outside
of the Czech Republic

USA

Other

Total

325,410

551,261

0

0

876,671

0

0

0

0

0

325,410

551,261

0

0

876,671

Czech Republic

European Union outside
of the Czech Republic

USA

Other

Total

301,830

386,610

0

0

688,440

0

0

0

0

0

301,830

386,610

0

0

688,440

Participation certificates
Shares
Shares and participation certificates

KB Penzijní společnost, a.s.

Equity risk is the risk of a potential loss ensuing from a decrease in the price of an asset (shares, collective investment funds). Potential loss is
measured using the VaR method. The Company accordingly sets limits for the equity component and monitors geographic diversification of
assets. The following table presents a breakdown by geographical segments.

2015

Participation certificates
Shares
Shares and participation certificates

Operational and Legal Risk

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

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

As at 31 Dec 2016, the Fund recorded in the portfolio total assets under management in the amount of CZK 47,915,308,000
(as at 31 Dec 2015: CZK 44,619,336,000).
Assets of CZK 12,789,319,000 (2015: CZK 11,440,943,000) and liabilities of CZK 13,957,553,000 (2015: CZK 12,724,728,000) are recorded
in the off-balance sheet in relation to hedging of foreign currency-denominated bonds using hedging derivatives. In 2016 and 2015, securities
for hedging negative fair value of the concluded cross currency swaps are provided as collateral. The pledged securities had fair value of
CZK 2,246,268,000 as at 31 Dec 2016 (2015: CZK 2,319,387,000).
The Fund records off balance sheet the presumed amount of CZK 172,804,000 in state contributions which will be requested from the
Ministry of Finance of the Czech Republic for the fourth quarter of 2016 (for 4Q 2015: CZK 172,738,000). That amount will then be credited to
participants. The Fund has no other contingent liabilities.
The Fund is not involved in any legal dispute.

Assets under management of KB Penzijní společnost

6.

Financial Section

5.6.

Report of the Board of Directors

(in CZK thousands)
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Arrangements with Related Parties

Assets, Liabilities and Equity

2016

(in CZK thousands)

Assets:
Komerční banka, a.s.

0 Current account balance
52,090 Fair value of cross currency swap

KB Penzijní společnost, a.s.
Société Générale (SG)

341,748 Advance provided on management fee for the Transformed Fund
1,113,989 Structured deposit (nominal value + accrued interest)
368,505 Fair value of purchased bonds issued by SG

KB Penzijní společnost, a.s.

Receivable from the Company for paid fees in paying benefits from the Transformed
156 Fund

Liabilities and equity:
Komerční banka, a.s.
KB Penzijní společnost, a.s.

1,220,325 Fair value of cross currency swap
Estimated items for management and performance fees in relation to the
405,524 Transformed Fund
Payable to the Company for selected fees according to the price list deducted in
161 paying benefits from the Transformed Fund

Expenses and Income

2016

(in CZK thousands)

Expenses:
Komerční banka, a.s.

332,228 Swap interest expense
1,170,458 Expenses for foreign exchange and other operations

KB Penzijní společnost, a.s.

408,216 Management and performance fees for the Transformed Fund

Income:
Komerční banka, a.s.

222,769 Swap interest income
933,033 Income from foreign exchange and other operations

Société Générale (SG)

12,122 Interest from purchased bonds issued by SG
11,778 Interest from a structured deposit with SG

Assets, Liabilities and Equity

2015

(in CZK thousands)

Assets:
Komerční banka, a.s.

11 Current account balance
35,647 Fair value of cross currency swap

KB Penzijní společnost, a.s.

246,112 Advance provided on management fee for the Transformed Fund

Société Générale (SG)

406,815 Structured deposit (nominal value + accrued interest)
363,388 Fair value of purchased bonds issued by SG

Liabilities and equity:
Komerční banka, a.s.
KB Penzijní společnost, a.s.

1,319,432 Fair value of cross currency swap
Estimated items for management and performance fees in relation to the
352,845 Transformed Fund
Payable to the Company for selected fees according to the price list deducted in
3,539 paying benefits from the Transformed Fund
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Expenses and Income

2015

(in CZK thousands)

Expenses:
321,415 Swap interest expense
1,104,295 Expenses for foreign exchange and other operations
KB Penzijní společnost, a.s.

354,039 Management and performance fees for the Transformed Fund

Income:
Komerční banka, a.s.

221,274 Swap interest income
1,027,881 Income from foreign exchange and other operations

Société Générale (SG)

12,162 Interest on purchased bonds issued by SG
1,442 Interest from a structured deposit with SG

KB Penzijní společnost, a.s.

Komerční banka, a.s.

11,655 Profit from sale of bonds

8.

Post-Balance Sheet Events

These financial statements have been approved for submission to the General Meeting by the Board of Directors of the Company.
Compilation date
23 March 2017

Report of the Board of Directors

No significant post-balance sheet events occured.

Petr Strnad

Financial Section

Pavel Racocha

Assets under management of KB Penzijní společnost

Signature of the statutory representative
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KB Mandatory Conservative Participation Fund
of KB Penzijní společnost, a.s.

Financial Section

Assets under management of KB Penzijní společnost

Report of the Board of Directors

KB Penzijní společnost, a.s.
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Balance Sheet as at 31 Dec 2016 (in CZK thousands)
Assets:

Note

31 Dec 2016

31 Dec 2015

3.1

349,026

279,870

of which: a) repayable on demand

212,366

154,387

		

136,660

125,483

1,087,050

536,125

1,041,925

536,125

Due from banks
b) other

Debt securities

3.2

of which: a) issued by government institutions
		

b) issued by other entities

Total assets
Liabilities and equity:

Note

45,125

0

1,436,076

815,995

31 Dec 2016

31 Dec 2015

Other liabilities

3.3

7,674

6,132

Capital funds

3.4

1,422,699

803,619

Retained earnings

3.4

6,244

3,460

Profit/loss for reporting period

3.4

(541)

2,784

1,436,076

815,995

Note

31 Dec 2016

31 Dec 2015

5

1,428,402

809,863

Total liabilities and equity

Off-Balance Sheet as at 31 Dec 2016 (in CZK thousands)
Off-balance sheet assets:
Assets under management
of which: a) securities

1,087,050

536,125

Total off-balance sheet assets

1,428,402

809,863

Income Statement for the year ended 31 Dec 2016 (in CZK thousands)
Interest and similar income

Note

2016

2015

3.5

1,897

1,490

1,627

1,169
(3,180)

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

3.6

(4,420)

Profit or loss from financial operations

3.7

1,982

4,474

(541)

2,784

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

3.8

0

0

(541)

2,784
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Notes to the Financial Statements for the Year Ending 31 Dec 2016
1.

Background Information

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 Dec 2012, effective from 1 Jan 2013.
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. in accordance with 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 13 Sep 2012.

KB Penzijní společnost, a.s.

Establishment and Description of the KB Mandatory Conservative Participation Fund of KB Penzijní společnost, a.s.

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 limitations in accordance with the Fund’s statutes 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. (hereinafter referred to as “IKS”), 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, 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.

Assets under management of KB Penzijní společnost

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.

Report of the Board of Directors

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.

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.
Unless stated otherwise, the amounts included in the financial statements are rounded to the nearest thousand Czech crowns (CZK thousand).
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 of a movement within the

Financial Section
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accounting unit; and the date on which other facts occured that are the subject of accounting 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 ensuing 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 the following 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 with the exception of securities issued by the Company.
In 2016 and 2015, 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 from 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 2016 and 2015.
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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Provisions

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 ensuing from the revaluation of assets and liabilities denominated in foreign currencies are recorded in the
line “Profit or loss from financial operations”.
2.7.

KB Penzijní společnost, a.s.

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.

Taxation

Deferred Tax
Deferred income tax was not calculated for 2016 and 2015 because the Fund is subject to a 0% income tax rate from 2015.
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 all amounts from all
funds according to the client’s selected strategy have been received, 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 amount received is 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 manner as are amounts received from participants.
2.9.

Assets under management of KB Penzijní společnost

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 was 0% in 2016 and 2015.

Report of the Board of Directors

Income Tax

Estimates and Assumptions Used in Financial Statements

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.

Financial Section

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 as well as 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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Interest Income and Interest Expense, Dividend Income

Interest income and expenses from all interest-bearing instruments are recognised according to the accrual principle, in the period to which
they relate and not at the time they are accepted or the cash or cash equivalents accepted or paid. Dividend income is recorded as at the
date of entitlement for its payment.

3.

Additional Information on the Balance Sheet and Income Statement

3.1.

Due from Banks

(in CZK thousands)

Current accounts

2016

2015

212,366

154,387

Term deposits

136,660

125,483

Total

349,026

279,870

Twelve term deposits in the amount of CZK 237,500,000 with maturity not exceeding one year were concluded in 2016,
and CZK 226,400,000 was paid during 2016.
3.2.

Securities

(in CZK thousands)

Fixed-rate debt securities
Variable-rate debt securities
Total debt securities

Traded on main or second-level market of Prague Stock Exchange
On foreign exchanges
Not traded on stock exchanges
Total

2016

2015

718,976

317,908

368,074

218,217

1,087,050

536,125

As at 31 Dec 2016

As at 31 Dec 2015

1,041,925

536,125

45,125

0

0

0

1,087,050

536,125

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 31 Dec 2016 and 31 Dec 2015.
The share of Czech government bonds in CZK held in the Fund’s portfolio as at 31 Dec 2016 is 96%, whereas the share of foreign banking
and corporate debt securities in CZK is 4%.
3.3.

Other Liabilities

The line “Other liabilities” in the amount of CZK 7,674,000 as at 31 Dec 2016 (2015: CZK 6,132,000) comprises mainly payables due to the
Company for managing the Fund (see note 3.6) in the amount of CZK 4,420,000 (2015: CZK 3,180,000) and clients’ funds received into the
Fund’s current account during the last cycle in the amount of CZK 3,220,000 (2015: CZK 2,637,000) and which were not used to purchase
pension units.
The Fund had no payables either subject to a lien or otherwise encumbered in 2016 and 2015.
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3.4.

Equity

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.

KB Penzijní společnost, a.s.

As at 31 Dec 2016, the Fund’s net asset value was CZK 1,428,402,000 (2015: CZK 809,863,000). Loss for 2016 amounted to CZK 541,000
and will be covered from “Retained earnings”. Profit for 2016 was transferred to “Retained earnings” in the amount of CZK 2,784,000. The
remaining part comprises the line “Capital funds” in the amount of CZK 1,422,699,000 (2015: CZK 803,619,000).

Information on the amount of the Current Value of a Pension Unit of the Fund as at 31 Dec 2016:

Number of pension units in the Fund:

1,401,681,543.7542

Net asset value (in CZK):

1,428,401,939.88

3.5.

Interest Income and Expense

(in CZK thousands)

2016

From current accounts

2015

37

82

233

239

From securities

1,627

1,169

Total interest income

1,897

1,490

From term deposits

The increase of interest incomes in 2016 as compared to 2015 is related to the overall increase in the volume of securities held in 2016
(see note 3.2). A decrease in interest income from current accounts and term deposits is caused by the decline of interest rates during 2016
despite growth in their balances.
3.6.

Fee and Commission Expenses

The line “Fee and commission expenses” for 2016 in the amount of CZK 4,420,000 comprises payment to the Company defined by
Act No. 427/2011 Coll., on Supplementary Pension Savings, in the following breakdown:

Assets under management of KB Penzijní společnost

The Fund’s performance for 2016 was (0.15)%.

Report of the Board of Directors

1.0191

Current value of a pension unit:

(in CZK thousands)
Fees

2016

in %

2015

in %

Management fees

4,420

0.4

2,724

0.4

Performance fees

0

10

456

10

Total

4,420

3,180

Financial Section

Performance fees were not applied in 2016 and 2015.
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Net Profit or Loss from Financial Operations

(in CZK thousands)

2016

2015

Losses/gains from changes in fair values of securities

1,982

4,474

Net profit or loss from financial operations

1,982

4,474

No sales of securities were carried out in 2016 and 2015. The decrease in the line “Losses/gains from changes in fair values of securities” is
related primarily to an overall decrease in market prices of securities held in 2016 (see note 3.2).
3.8.

Income Tax

From 2015, a zero taxation rate applies to the Fund.

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 as 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. In addition to establishing internal investment
limits, the Value at Risk method (hereinafter referred to as “VaR”) is used as a source for determining the value of potential market risks.
Historical VaR is calculated at a 99% probability and 1-month time horizon. The Company uses a historical time line of 2 years.
The Company calculates the value of 1-month VaR at a monthly basis. Average VaR values for the Fund’s individual risks are stated below:
Average VaR

VaR as at 31 Dec 2016

Total VaR*

0.4%

1.1%

Foreign exchange VAR

0.0%

0.0%

Interest rate VaR

0.3%

0.8%

Equity VaR

0.0%

0.0%

Average VaR

VaR as at 31 Dec 2015

*including credit VaR

Total VaR*

0.4%

0.4%

Foreign exchange VAR

0.0%

0.0%

Interest rare VaR

0.3%

0.3%

Equity VaR

0.0%

0.0%

*including credit VaR

Average VaR is calculated as the average of daily VaR in the given year.
The Company monitors risk exposure as Total VaR, including its credit risk component as well as other components such as interest rate,
currency, and equity VaR. On the basis of the VaR value, critical segments can be identified to assist in the investment process.
To assist in managing market risk, the Company performs stress testing of market risks using stress scenarios (both adverse and hypothetical).
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a)

Interest Rate Risk

The Fund may invest in interest rate-sensitive assets. Interest rate risk, which ensues from changes in interest rates, is therefore managed by setting
maximum limits for the portfolio’s average maturity and average duration. The Company also uses the VaR method for measuring interest rate risk.
Foreign Exchange Risk
KB Penzijní společnost, a.s.

b)

The Fund’s exposure to foreign exchange risk is monitored using the VaR method and 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 exchange risk, the Company uses over-the-counter (OTC) derivatives in the forms of currency swaps and
forwards traded on OTC markets. Exposure to foreign exchange risk is regularly monitored and evaluated.
As at 31 Dec 2016 and 31 Dec 2015, the Fund held no assets denominated in foreign currencies.
c)

Equity Risk

Equity risk is the risk of a potential loss ensuing from a decrease in the price of an asset (shares, collective investment funds). Potential loss is
measured using the VaR method. The Company accordingly sets limits for individual issuers and monitors geographic diversification of assets.

Credit Risk

Credit risk is the risk that an entity (issuer, counterparty) will be unable to meet its obligations. This risk is managed through approved
maximum positions in relation to individual entities (issuers, counterparties) based on said entities’ credit ratings. This risk is also monitored
by means of the VaR method.
4.3.

Liquidity Risk

Liquidity risk plays an important role in planning the Fund’s investments and available cash. The system of liquidity risk management 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 taking decisions on the amounts and composition of liquid assets with maturity up to 7 days,
decisions on transfers of cash among individual accounts, and forecasting of cash flows within a 1-month horizon.
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 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.

Assets under management of KB Penzijní společnost

4.2.

Report of the Board of Directors

As at 31 Dec 2016 and 31 Dec 2015, the Fund held no equities or collective investment funds.

(in CZK thousands)

Due from banks
Debt securities
Total assets

On demand
within 7 days

Within
3 months

242,446

52,561

54,019

0

1,222

298,193

Within 1 year

From 1 to
5 years

Over 5 years

Undefined

Total

0

0

0

349,026

349,724

437,911

0

1,087,050

242,446

53,783

352,212

349,724

437,911

0

1,436,076

Equity

0

0

0

0

0

1,428,402

1,428,402

Other liabilities

0

0

0

0

0

7,674

7,674

Total liabilities and equity
Net balance sheet liquidity gap as at 31 Dec 2016

0

0

0

0

0

1,436,076

1,436,076

242,446

53,783

352,212

349,724

437,911

(1,436,076)

0

Financial Section
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(in CZK thousands)
2015

Due from banks
Debt securities
Total assets

On demand
within 7 days

Within
3 months

Within 1 year

From 1 to
5 years

Over 5 years

Undefined

Total

154,387

27,533

97,950

0

0

0

279,870

0

1,175

4,551

530,399

0

0

536,125

154,387

28,708

102,501

530,399

0

0

815,995
809,863

Equity

0

0

0

0

0

809,863

Other liabilities

0

0

0

0

0

6,132

6,132

Total liabilities and equity

0

0

0

0

0

815,995

815,995

154,387

28,708

102,501

530,399

0

(815,995)

0

Net balance sheet liquidity gap as at 31 Dec 2016

4.4.

Operational and Legal Risks

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 Dec 2016, the Fund recorded in the portfolio total assets under the Company’s management in the amount of CZK 1,428,402,000
(2015: CZK 809,863,000). A part of the Fund’s portfolio in the value of CZK 1,244,864,000 (2015: CZK 720,022,000) was under the
management of IKS.
The Fund records off balance sheet no securities transactions having a trade date in 2016 but a settlement date in 2017.
The Fund is not involved in any legal dispute.

6.

Arrangements with Related Parties

Assets, Liabilities and Equity

2016

(in CZK thousands)

Assets:
Komerční banka, a.s.

118,854 Current account at KB

Expenses and Income

2016

(in CZK thousands)

Income:
Komerční banka, a.s.

37 Interest from current account at KB

Assets, Liabilities and Equity

2015

(in CZK thousands)

Assets:
Komerční banka, a.s.

80,818 Current account at KB
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Expenses and Income

2015

(in CZK thousands)

Income:

7.

71 Interest from current account at KB

Post-Balance Sheet Events

No significant post-balance sheet events occured.
These financial statements have been approved by the Board of Directors of the Company.

KB Penzijní společnost, a.s.

Komerční banka, a.s.

Compilation date

Petr Strnad

Assets under management of KB Penzijní společnost

Pavel Racocha

Financial Section

Signature of the statutory representative

Report of the Board of Directors

23 March 2017
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Balance Sheet as at 31 Dec 2016 (in CZK thousands)
Assets:

Due from banks

Note

31 Dec 2016

31 Dec 2015

3.1

70,870

38,164

of which: a) repayable on demand

46,546

27,710

		

24,324

10,454

214,631

129,793

b) other

Debt securities

3.2

of which: a) issued by government institutions
		

b) issued by other entities

Shares, participation certificates, and other investment instruments

3.2

of which: a) shares
		

b) participation certificates

Other assets

3.3

Total assets
Liabilities and equity:

133,817

80,755

80,814

49,038

12,661

6,125

0

0

12,661

6,125

52

1,197

298,214

175,279

Note

31 Dec 2016

31 Dec 2015

Other liabilities

3.4

3,342

1,246

Capital funds

3.5

294,254

174,597

Accumulated losses brought forward
Profit/loss for reporting period

3.5

Total liabilities and equity

(564)

0

1,182

(564)

298,214

175,279

31 Dec 2016

31 Dec 2015

Off-Balance Sheet as at 31 Dec 2016 (in CZK thousands)
Note

Off-balance sheet assets:
Receivables from fixed-term operations

5

81,292

51,631

Assets under management

5

294,872

174,033

of which: a) securities

227,292

135,918

Total off-balance sheet assets

376,164

225,664

Note

31 Dec 2016

31 Dec 2015

5

81,502

50,681

81,502

50,681

Note

2016

2015

3.6

1,565

255

Off-balance sheet liabilities:
Payables from fixed-term operations
Total off-balance sheet liabilities

Income Statement for the Year Ended 31 Dec 2016 (in CZK thousands)
Interest and similar income
of which: interest income from debt securities
Interest and similar expenses

3.6

1,525

248

0

(31)

Income from shares and other investments

3.7

252

0

Fee and commission expenses

3.8

(1,848)

(124)

Profit or loss from financial operations

3.9

1,213

(937)

1,182

(837)

3.10

0

273

0

273

3.11

0

0

1,182

(564)

Profit or loss from ordinary activities before taxes
Extraordinary income
Profit or loss for the period from extraordinary activities before taxes
Income tax
Net profit/loss for the period
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Notes to the Financial Statements for the Year Ending 31 Dec 2016
1.

Background Information

KB Savings 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 4 Aug 2015.
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. in accordance with Section 13 of the Supplementary Pension
Savings Act as a successor to Penzijní fond KB, a.s., which had been 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 granted by a decision of the CNB on 13 Sep 2012.

KB Penzijní společnost, a.s.

Establishment and Description of the KB Savings Conservative Participation Fund of KB Penzijní společnost, a.s.

The Fund is suitable for participants with an increased level of risk aversion who require that the predominant part of the Fund’s portfolio
be allocated to the bond market but who can tolerate a small equity component in the portfolio that should over a long time horizon ensure
a higher appreciation potential in comparison to a pure bond fund. At the same time, they are prepared to understand and accept risks
connected to investing on equity and bond markets without a geographical or sector limitation given by the Fund’s statutes.
The Fund’s securities portfolio is administered by Investiční kapitálová společnost KB, a.s. (hereinafter referred to as “IKS”), 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, 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.

Assets under management of KB Penzijní společnost

From the perspective of the Supplementary Pension Savings Act and the types of assets into which the Fund invests, it is a mixed fund.

Report of the Board of Directors

The Fund’s investment objective is to earn returns on the Fund’s assets over a long time horizon by investing into a portfolio consisting
primarily of state and corporate bonds and deposits. A part of the Fund’s portfolio can be invested also in equity markets.

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.
Unless stated otherwise, the amounts included in the financial statements are rounded to the nearest thousand Czech crowns (CZK thousand).
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 occurred other facts that are the subject of accounting 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.

Financial Section

2.1.
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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 ensuing 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 price. 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 the following 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 with the exception of securities issued by the Company.
In 2016 and 2015, 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 quoted 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 item “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

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 recorded 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 reported in off-balance sheet and balance sheet accounts from the time of their creation to the time of their final settlement,
termination, application, sale or repurchase.
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Derivatives are considered to be hedging instruments if they meet the following conditions:
– They correspond to the Fund’s risk management strategy.
– At inception of the hedge, a formal decision was taken and documented regarding the hedged items and how they relate to the hedging
instruments used, the risks that are being hedged, and how the Fund will assess the hedging instruments’ effectiveness.
– 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%.
The Fund uses certain financial derivatives to hedge against foreign exchange risk to which it is exposed as a result of its operations on
financial markets. It does not classify these as hedging from the accounting point of view, and they are reported as derivatives for trading,
with profits and losses from revaluation to fair value being reported in the line item “Profit or loss from financial operations”.

Receivables are stated at the carrying value net of allowances. Allowances are created based upon inventory taking if it is demonstrated that
the carrying value 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 the amount of the obligation can be reliably estimated.
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 announced 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 item “Profit or loss from financial operations”.
2.7.

Taxation

Report of the Board of Directors

Receivables and Allowances

Assets under management of KB Penzijní společnost

2.4.

KB Penzijní společnost, a.s.

Derivatives are recorded at fair value in the lines “Positive fair value of derivatives” and “Negative fair value of derivatives”. Realised and
unrealised gains and losses are reported in the income statement in the line item “Profit or loss from financial operations”, the exception being
unrealised gains and losses on cash flow hedges, which are reported in equity.

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
or temporary non-deductible expenses and non-taxable income. The income tax rate is 0%.
Deferred Tax

Financial Section

Deferred income tax for 2016 and 2015 was not calculated because the Fund is subject to a 0% income tax rate from 2015.
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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 item “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 item “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 item “Other liabilities” and it is subsequently sent from the Fund’s account to the Company’s current account. After all amounts from
all funds according to the client’s selected strategy have been received, 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 amount received is 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 amounts 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 relate in particular 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.
2.10.

Interest Income and Expense, Dividend Income

Interest income and expenses from all interest-bearing instruments are recognised according to the accrual principle in the period to which they relate
and not at the time when cash or its equivalent is received or paid out. Dividend income is recorded as at the date of entitlement for its payment.

3.

Additional Information on the Balance Sheet and Income Statement

3.1.

Due from Banks

(in CZK thousands)

Current accounts

2016

2015

46,546

27,710

Term deposits

24,324

10,454

Total

70,870

38,164

3.2.

Securities

(in CZK thousands)

Fixed-rate debt securities
Variable rate debt securities
Total debt securities
Participation certificates
– of which in CZK
– of which in foreign currency
Shares and participation certificates
Securities at fair value through profit or loss

2016

2015

188,355

129,793

26,276

0

214,631

129,793

12,661

6,125

0

0

12,661

6,125

12,661

6,125

227,292

135,918

2015

68,345

37,093

– of which issued in the Czech Republic
– of which issued in other countries
Bonds issued by government institutions
– of which issued in the Czech Republic
– of which issued in other countries
Other bonds

0

0

68,345

37,093

133,817

80,755

95,459

50,434

38,358

30,321

12,469

11,945

– of which issued in the Czech Republic

9,490

0

– of which issued in other countries

2,979

11,945

12,661

6,125

Participation certificates
– of which issued in the Czech Republic
– of which issued in other countries
Securities at fair value through profit or loss
(in CZK thousands)

Traded on main or second-level market of Prague Stock Exchange
On foreign exchanges

0

0

12,661

6,125

227,292

135,918

31 Dec 2016

31 Dec 2015

95,459

50,434

131,833

85,484

Not traded on a stock exchange
Total

0

0

227,292

135,918

Securities are held in the portfolio of securities at fair value through profit or loss. Debt securities comprised 94% of the total value of
securities as at 31 Dec 2016.
Czech government bonds denominated in CZK and traded on the main or second-level market of the Prague Stock Exchange comprise 44%
of the portfolio of debt securities held. The Fund holds Slovak and Polish government bonds denominated in USD and comprising 18%. The
remaining 38% consists of bonds issued by banks and corporate bonds denominated in USD and EUR traded on foreign exchanges.
Participation certificates held in the portfolio are denominated in foreign currencies and are traded on foreign exchanges.
3.3.

Other Assets

Other assets in the amount of CZK 52,000 consist in the positive fair value of currency forwards.
3.4.

Other Liabilities

The line item “Other liabilities” amounting to CZK 3,342,000 as at 31 Dec 2016 comprises mainly clients’ amounts received into the Fund’s
current account during the last cycle in the amount of CZK 1,050,000 and which were not used to purchase pension units. Another part in
the amount of CZK 1,838,000 in 2016 comprises a payable due to the Company from the Fund for management fees by (see note 3.7) and
a payable to the Pension Company for payment of units sold in the amount of CZK 192,000. The line item “Other liabilities” also contains
a negative fair value of a contracted currency swap in the amount of CZK 262,000 classified as derivatives held for trading (see note 4.1 b).

Report of the Board of Directors

Bonds issued by banks

2016

Assets under management of KB Penzijní společnost

(in CZK thousands)

KB Penzijní společnost, a.s.
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The Fund had no liabilities either subject to a lien or otherwise encumbered in 2016.
3.5.

Equity

A “pension unit” represents a share in the Fund’s assets.

Financial Section

As at 31 Dec 2016, the Fund’s net asset value was CZK 294,872,000. The profit for 2016 came to CZK 1,182,000. Capital funds amounted to
CZK 294,254,000. The loss for 2015 transferred into “Accumulated losses brought forward” was CZK 564,000.
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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 as at the day the fair values of assets and
liabilities are calculated.
Information regarding the Current Value of a Pension Unit of the Fund as at 31 Dec 2016:

Number of pension units in the Fund:

292,491,710.9278

Net asset value (in CZK):

294,871,680.94
1.0081

Current Value of a Pension Unit:

In 2016, the Fund had a return of 0.45%.
3.6.

Interest Income and Expense

(in CZK thousands)

From current accounts

2016

2015

8

3

32

4

From securities

1,525

248

Total interest income

1,565

255

2016

2015

From term deposits

Expenses

On securities

0

(31)

Total interest expense

0

(31)

In view of the low interest rates being earned on the Fund’s current accounts and term deposits, the largest proportion of interest income in
2016 consists in interest from securities.
In 2015, there occurred purchases of certain Czech government bonds where the bought premium, once diluted into interest returns using
the effective interest rate method, exceeds the maturing coupon pursuant to the issue terms and conditions. The amount of the premium in
excess of the interest income is reported in a separate line of “Interest and similar expenses”.
3.7.

Income from shares and other investments

“Income from shares and other investments” in 2016 in the amount of CZK 252,000 (2015: CZK 0) consists of dividends received and shares
in profits from securities held in the Fund’s portfolio.
3.8.

Fee and Commission Expenses

The line item “Fee and commission expenses” for 2016 in the amount of CZK 1,848,000 comprises payment to the Company as defined by
Act No. 427/2011 Coll., on Supplementary Pension Savings, in the following breakdown:
(in CZK thousands)
Fees

2016

in %

2015

in %

Management fees

1,848

0.4/1*)

124

0.4

Performance fees

0

0

0

0

Total
*) from 1 Jan 2016 to 30 Apr 2016: 0.4%; from 1 May 2016 to 31 Dec 2016: 1%

No performance fees were applied for the Fund in 2016.

1,848

124
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Net Profit or Loss from Financial Operations

(in CZK thousands)

2016

Net gain/loss from securities trading

9

91

190

3,473

(1,154)

Losses/gains from foreign exchange operations
Losses/gains from changes in fair values of securities
Losses/gains from fixed-term operations
Net profit or loss from financial operations

2015

227

(2,578)

18

1,213

(937)

In 2016, the Fund was purchasing securities denominated in foreign currency and in relation to these purchases concluding currency spot,
forward and swap contracts for converting Czech crowns. In 2016, the Fund concluded nine currency spot, eight currency swap, and four
currency forward contracts. The reported gains from foreign exchange operations and fixed-term operations relate to these operations. In 2016,
two bonds denominated in EUR and four bonds denominated in USD were sold.

KB Penzijní společnost, a.s.

3.9.

Losses/gains from changes in fair values of securities during 2016 included a gain totalling CZK 1,827,000 from a change in exchange rates and
a gain in the amount of CZK 1,646,000 from changes in market prices.
Extraordinary Income

During 2015, the Company decided to provide financial subsidies to the Fund. The first subsidy in the amount of CZK 39,000 was made in
October. The Company decided in December to provide a second subsidy in the amount of CZK 234,000. The reason for the Company’s direct
financial support to the Fund was an effort to support the formation of a new fund in the difficult environment of zero to negative interest rates
and to approach a long-term yield corresponding to the relevant risk profile.
3.11.

Income Tax

4.

Assets under management of KB Penzijní společnost

From 2015, a zero tax rate applies to the Fund.

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.

Report of the Board of Directors

3.10.

Market Risk

Market risk comprises the risks stated below and which are regularly monitored and evaluated. In addition to establishing internal investment
limits, the Value at Risk method (hereinafter referred to as “VaR”) is used as a source for determining the value of potential market risks. Historical
VaR is calculated at a 99% probability and 1-month time horizon. The Company uses a historical time line of 2 years.
The Company calculates the value of 1-month VaR at a monthly basis. Average VaR values for the Fund’s individual risks are stated below:
VaR as at 31 Dec 2016

1.6%

1.7%

Foreign exchange VaR

0.6%

0.2%

Interest rate VaR

0.9%

1.2%

Equity VaR

0.8%

0.9%

*including credit VaR

Financial Section

Average VaR

Total VaR*
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Average VaR

VaR as at 31 Dec 2015

Total VaR*

1.1%

2.2%

Foreign exchange VaR

1.1%

1.2%

Interest rare VaR

0.7%

1.2%

Equity VaR

0.8%

0.8%

*including credit VaR

Average VaR is calculated as the average of daily VaR in the given year.
The Company monitors risk exposure as Total VaR, including its credit risk component as well as other components such as interest rate,
currency, and equity VaR. On the basis of the VaR value, critical segments can be identified to assist in the investment process.
To assist in managing market risk, the Company performs stress testing of market risks using stress scenarios (both adverse and
hypothetical).
a)

Interest Rate Risk

The Fund may invest into interest-sensitive assets. Interest rate risk, which ensues from changes in interest rates, is therefore managed by
setting maximum limits for the portfolio’s average maturity and average duration. The Company also uses the VaR method for measuring
interest rate risk.
b)

Foreign Exchange Risk

The Fund’s exposure to foreign exchange risk is monitored using the VaR method and 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 exchange risk, the Company uses over-the-counter (OTC) derivatives in the forms of currency swaps and
forwards traded on OTC markets. Exposure to foreign exchange risk is regularly monitored and evaluated. The following table summarises
the Fund’s exposure to currency risk. The table relates the Fund’s assets and liabilities in their carrying values arranged by currency.
Assets and liabilities denominated in foreign currencies
(in CZK thousands)
as at 31 Dec 2016

Current accounts in banks
Debt securities

EUR

USD

115

125

Total

240

25,584

61,556

87,140

Shares and participation certificates

12,661

0

12,661

Total

38,360

61,681

100,041

as at 31 Dec 2015

EUR

USD

Total

Current accounts in banks

100

30

130

14,385

64,974

79,359

6,125

0

6,125

20,610

65,004

85,614

(in CZK thousands)

Debt securities
Shares and participation certificates
Total

Summary of open derivative operations as at 31 Dec 2016
(in CZK thousands)

Currency swaps

Positive fair value

Negative fair value

Value of off-balance sheet
asset

Value of off-balance sheet
liability

0

(262)

73,183

73,445

Currency forwards

52

0

8,109

8,057

Total

52

(262)

81,292

81,502
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Summary of open derivative operations as at 31 Dec 2015
(in CZK thousands)
Negative fair value

Value of off-balance sheet
asset

Value of off-balance sheet
liability

Currency swaps

963

(13)

51,631

50,681

Total

963

(13)

51,631

50,681

c)

Equity Risk

Equity risk is the risk of a potential loss ensuing from a decrease in the price of an asset (shares, collective investment funds). Potential loss is
measured using the VaR method. The Company accordingly sets limits for individual issuers and monitors the geographic diversification of
assets. The following table presents a breakdown by geographical segments.

KB Penzijní společnost, a.s.

Positive fair value

(in CZK thousands)
European Union outside of
the Czech Republic

USA

Other

Participation certificates

0

12,661

0

0

Shares and participation certificates

0

12,661

0

0

Czech Republic

European Union outside of
the Czech Republic

USA

Other

(in CZK thousands)
2015

Participation certificates

0

6,125

0

0

Shares and participation certificates

0

6,125

0

0

4.2.

Credit Risk

Credit risk is the risk that an entity (issuer, counterparty) will be unable to meet its obligations. This risk is managed through approved
maximum positions in relation to individual entities (issuers, counterparties) based on said entities’ credit ratings. This risk is also monitored
by means of the VaR method.
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.

Report of the Board of Directors

Czech Republic

Assets under management of KB Penzijní společnost

2016

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 forecasting of cash flows within a 1-month horizon.
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.

Financial Section

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)
2016

Due from banks

On demand
within 7 days

Within 3
months

Within 1 year

From 1 to 5
years

Over 5 years

Undefined

Total

51,559

802

18,509

0

0

0

70,870

Debt securities

0

894

1,009

61,192

151,536

0

214,631

Shares and participation certificates

0

0

0

0

0

12,661

12,661

Other assets

0

0

52

0

0

0

52

Total assets

51,559

1,696

19,570

61,192

151,536

12,661

298,214

0

0

0

0

0

294,872

294,872

Equity
Other liabilities

0

0

262

0

0

3,080

3,342

Total liabilities and equity

0

0

262

0

0

297,952

298,214

51,559

1,696

19,308

61,192

151,536

(285,291)

0

On demand
within 7 days

Within 3
months

Within 1 year

From 1 to 5
years

Over 5 years

Undefined

Total

27,710

0

10,454

0

0

0

38,164

0

765

940

36,549

91,539

0

129,793
6,125

Net balance sheet liquidity gap as at 31 Dec 2016
(in CZK thousands)
2015

Due from banks
Debt securities
Shares and participation certificates

0

0

0

0

0

6,125

Other assets

0

963

0

0

0

234

1,197

Total assets

27,710

1,728

11,394

36,549

91,539

6,359

175,279

Equity

0

0

0

0

0

174,033

174,033

Other liabilities

0

13

0

0

0

1,233

1,246

Total liabilities and equity
Net balance sheet liquidity gap as at 31 Dec 2015

4.4.

0

13

0

0

0

175,266

175,279

27,710

1,715

11,394

36,549

91,539

(168,907)

0

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 Dec 2016, the Fund recorded in the portfolio total assets under the Company’s management in the amount of CZK 294,872,000.
A part of the Fund’s portfolio in the value of CZK 261,844,000 is under the management of IKS.
In relation to currency swaps, the Fund’s off-balance sheet records an asset in the amount of CZK 73,183,000 and a liability of CZK 73,445,000.
In relation to currency forwards, the Fund’s off-balance sheet records an asset in the amount of CZK 8,109,000 and a liability of CZK 8,057,000.
The Fund records in its off-balance sheet no securities transactions having a trade date in 2016 but a settlement date in 2017.
The Fund is not involved in any legal dispute.

6.

Arrangements with Related Parties

Assets, Liabilities and Equity

2016

(in CZK thousands)

Assets:
Komerční banka, a.s.

22,110 Current account at KB
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Expenses and Income

2016

(in CZK thousands)

Income:
8 Interest from current account at KB

Expenses:
Komerční banka, a.s.

21 Loss from spot currency operations

Assets, Liabilities and Equity

2015

(in CZK thousands)

KB Penzijní společnost, a.s.

Komerční banka, a.s.

Assets:
Komerční banka, a.s.

15,603 Current account at KB

(in CZK thousands)

Income:
Komerční banka, a.s.

3 Interest from current account at KB

Expenses:
Komerční banka, a.s.

7.

10 Loss from spot currency operations

Post-Balance Sheet Events

No significant post-balance sheet events occured.
These financial statements have been approved by the Board of Directors of the Company.
Compilation date
23 March 2017
Signature of the statutory representative

Assets under management of KB Penzijní společnost

2015

Report of the Board of Directors

Expenses and Income

Pavel Racocha

Financial Section

Petr Strnad
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Balance Sheet as at 31 Dec 2016 (in CZK thousands)
Assets:

Due from banks

Note

31 Dec 2016

31 Dec 2015

3.1

42,213

39,428

of which: a) repayable on demand

17,487

24,611

		

24,726

14,817

b) other

Debt securities

159,809

66,291

of which: a) issued by government institutions

85,595

66,291

		

74,214

0

106,025

72,894

38,183

21,211

67,842

51,683

121

8

3.2

b) issued by other entities

Shares, participation certificates, and other investment instruments

3.2

of which: a) shares
		

b) participation certificates

Other assets

3.3

of which: a) positive fair value of derivatives
Total assets

113

0

308,168

178,621

			
Liabilities and equity:

Note

31 Dec 2016

31 Dec 2015

Other liabilities

3.4

3,382

2,508

of which: a) negative fair value of derivatives

3.4

249

38

Capital funds

3.5

301,930

174,578

Retained earnings

3.5

1,535

1,548

Profit/loss for reporting period

3.5

1,321

(13)

308,168

178,621

Note

31 Dec 2016

31 Dec 2015

Receivables from fixed-term operations

5

104,549

33,573

Assets under management

5

304,786

176,113

Total liabilities and equity

Off-Balance Sheet as at 31 Dec 2016 (in CZK thousands)
Off-balance sheet assets:

of which: a) securities

265,834

139,185

Total off-balance sheet assets

409,335

209,686

Off-balance sheet liabilities:
Payables from fixed-term operations

5

104,685

33,611

104,685

33,611

Note

2016

2015

3.6

947

220

905

168

0

(1)

Total off-balance sheet liabilities

Income Statement for the Year Ended 31 Dec 2016 (in CZK thousands)
Interest and similar income
of which: interest income from debt securities
Interest and similar expenses

3.6

Income from shares and other investments

3.9

1,993

448

Fee and commission expenses

3.7

(2,264)

(1,611)

Profit or loss from financial operations

3.8

767

933

Administrative expenses

3.9

(122)

(2)

1,321

(13)

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

3.10

0

0

1,321

(13)
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Notes to the Financial Statements for the Year Ended 31 Dec 2016
1.

Background Information

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 Dec 2012, with effect from 1 Jan 2013.
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 the Fund for an indefinite time and manages the Fund pursuant to Act No. 427/2011 Coll., on Supplementary
Pension Savings.

KB Penzijní společnost, a.s.

Establishment and Description of the KB Balanced Participation Fund of KB Penzijní společnost, a.s.

From the perspective 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 seek 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
limitations in accordance with the Fund’s statutes 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 administered by Investiční kapitálová společnost KB, a.s. (hereinafter referred to as “IKS), 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”).
Changes and Events during 2015
During 2014, it was probable that KB Guaranteed Participation Fund of KB Penzijní společnost, a.s. (hereinafter referred to as “KB GPF”)
would not reach the required asset value of at least CZK 50 million pursuant to § 36, para. 4 of Act No. 427/2011 Coll., on Supplementary
Pension Savings, after the end of 24 months from the day of the grant of permission for creation of the participation fund (i.e. 20 Dec 2014).
The Company requested the Czech National Bank that it be permitted to merge KB GPF with the KB Balanced Participation Fund.

Assets under management of KB Penzijní společnost

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 shares, participation certificates, bonds, and deposits with the objective of allowing its participants to share in the long-term
potential returns from balanced investments.

Report of the Board of Directors

The Company was formed by the transformation of Penzijní fond KB, a.s. in accordance with § 13 of the Supplementary Pension Savings Act,
as a successor to Penzijní fond KB, a.s., which had been 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 granted by a decision of the CNB on 13 Sep 2012.

Financial Section

On 30 Dec 2014, the Czech National Bank gave its approval to KB Penzijní společnost, a.s. in administration proceedings on the request to
merge the participation funds pursuant to § 113 of Act No. 427/2011 Coll., on Supplementary Pension Savings, for merging KB GPF with the
acquiring fund KB Balanced Participation Fund of KB Penzijní společnost, a.s. In accordance with § 113 of the Act, KB GPF was terminated,
and as at this date the participants in KB GPF automatically became participants in the KB Balanced Participation Fund (i.e. as at 1 Feb 2015,
which date was established as the decisive day of the merger). At 2 Feb 2015, the assets of participants registered as at 1 Feb 2015 were
transferred into the acquiring fund, KB Balanced Participation Fund, in the amount of CZK 16,045,000.
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Accounting Policies and General Accounting Principles

The Fund’s financial statements comprise the balance sheet, income statement, 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, the prudence concept, and the going concern assumption.
Unless stated otherwise, the amounts included in the financial statements are rounded to the nearest thousand Czech crowns (CZK thousand).
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 of a movement within the
accounting unit; and the date on which occurred other facts that are the subject of accounting 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, providing that the period between the contract date and the
fulfilment of the commitment or claim ensuing 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 price.
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 the following 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 with the exception of securities issued by the Company.
In 2016 and 2015, 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.
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Fair Value of Securities

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 item “Profit or loss from financial operations”. Interest from securities at fair value through profit or loss is
recorded as interest income.
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.

KB Penzijní společnost, a.s.

The fair value of a security is determined as the market value quoted 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.

Derivatives are recorded at fair value in the lines “Positive fair value of derivatives” and “Negative fair value of derivatives”. Realised and
unrealised gains and losses are reported in the income statement in the line item “Profit or loss from financial operations”, the exception being
unrealised gains and losses on cash flow hedges, which are reported in equity.
Derivatives are considered to be hedging instruments if they meet the following conditions:
– They correspond to the Fund’s risk management strategy.
– At inception of the hedge, a formal decision was taken and documented regarding the hedged items and how they relate to the hedging
instruments used, the risks that are being hedged, and how the Fund will assess the hedging instruments’ effectiveness.
– 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%.
The Fund uses certain financial derivatives to hedge against foreign exchange risk to which it is exposed as a result of its operations on
financial markets. It does not classify these as hedging from the accounting point of view, and they are reported as derivatives for trading,
with profits and losses from revaluation to fair value being reported in the line item “Profit or loss from financial operations”.
2.4.

Receivables and Allowances

Assets under management of KB Penzijní společnost

Derivatives are reported in off-balance sheet and balance sheet accounts from the time of their creation to the time of their final settlement,
termination, application, sale or repurchase.

Report of the Board of Directors

Financial derivatives are recorded 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.

Receivables are stated at the carrying value net of allowances. Allowances are created based upon inventory taking if it is demonstrated that
the carrying value 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.
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 the amount of the obligation can be reliably estimated.

Financial Section
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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 announced by the CNB as at the balance sheet date.
Foreign exchange rate differences ensuing from the revaluation of assets and liabilities denominated in foreign currencies are recorded in the
line item “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
or temporary non-deductible expenses and non-taxable income. The income tax rate was 0% in 2016 and 2015.
Deferred Tax
Deferred income tax was not calculated for 2016 and 2015 because the Fund is subject to a 0% income tax rate from 2015
2.8.

Accounting Treatment for Supplementary Pension Savings Products

Participants’ assets accepted into the Fund’s current account are recorded in the line item “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 item “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 item “Other liabilities” and it is subsequently sent from the Fund’s account to the Company’s current account. After all amounts from
all funds according to the client’s selected strategy have been received, 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 manner as are amounts 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 as well as the reported amounts of expenses and income for the
reporting period. These estimates, which relate in particular 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.
2.10.

Interest Income and Expense, Dividend Income

Interest income and expenses from all interest-bearing instruments are recognised according to the accrual principle in the period to which they relate
and not at the time when the cash or its equivalent is received or paid out. Dividend income is recorded as at the date of entitlement for its payment.

3.1.

Due from Banks

(in CZK thousands)

Current accounts

2016

2015

17,487

24,611

Term deposits

24,726

14,817

Total

42,213

39,428

3.2.

Securities

(in CZK thousands)

Fixed-rate debt securities
Variable-rate debt securities
Treasury bills
Total debt securities
Participation certificates
– of which in CZK
– of which in foreign currency
Shares
– of which in CZK
– of which in foreign currency

2016

2015

137,206

52,151

22,603

8,138

0

6,002

159,809

66,291

67,842

51,683

0

0

67,842

51,683

38,183

21,211

9,413

5,966

28,770

15,245

Shares and participation certificates

106,025

72,894

Securities at fair value through profit or loss

265,834

139,185

(in CZK thousands)

as at 31 Dec 2016

Traded on main or second-level market of Prague Stock Exchange
On foreign exchanges
Not exchange traded
Total

74,430
191,404
0
265,834

Securities are held in the portfolio of securities at fair value through profit or loss. Debt securities comprised 60% of the total value of
securities as at 31 Dec 2016 and 48% as at 31 Dec 2015.
Czech government bonds denominated in CZK and traded on the main or second-level market of the Prague Stock Exchange comprise 41%
of the portfolio of debt securities held. Bank bonds denominated in CZK, EUR, and USD comprised 26% and corporate bonds denominated
in CZK, EUR, and USD comprised 33%.
3.3.

Report of the Board of Directors

Additional Information on the Balance Sheet and Income Statement

Assets under management of KB Penzijní společnost

3.

KB Penzijní společnost, a.s.
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Other Assets

Financial Section

Other assets in the amount of CZK 121,000 as at 31 Dec 2016 (31 Dec 2015: CZK 8,000) comprise the positive fair value of derivatives in the
amount of CZK 113,000 and a receivable due from earned dividends in the amount of CZK 8,000.
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Other Liabilities

The line item “Other liabilities” in the amount of CZK 3,382,000 as at 31 Dec 2016 (CZK 2,508,000 as at 31 Dec 2015) comprises mainly
payables due to the Company for managing the Fund (see note 3.7) in the amount of CZK 2,153,000 (2015: CZK 1,530,000) and clients’ funds
received into the Fund’s current account during the last cycle in the amount of CZK 801,000 (31 Dec 2015: CZK 830,000) and which were not
used to purchase pension units as well as negative fair value of derivatives in the amount of CZK 249,000 (31 Dec 2015: CZK 38,000).
The Fund had no liabilities either subject to a lien or otherwise encumbered in 2016 and 2015.
3.5.

Equity

As at 31 Dec 2016, the Fund’s net asset value was CZK 304,786,000 (2015: CZK 176,113,000). The Fund recorded a profit for 2016 in
the amount of CZK 1,321,000. The loss for 2015 in the amount of CZK 13,000 was covered from “Retained earnings”. The remaining part
comprises the line item “Capital funds” in the amount of CZK 301,930,000 (2015: CZK 174,578,000).
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.
Information regarding the Current Value of a Pension Unit of the Fund as at 31 Dec 2016:

Number of pension units in the Fund:

289,165,186.5247

Net asset value (in CZK):

304,786,619.96
1.0540

Current Value of a Pension Unit:

In 2016, the Fund had a return of (0.84)%.
3.6.

Interest Income and Expense

(in CZK thousands)
Income

From current accounts
From term deposits

2016

2015

5

15

37

37

From securities

905

168

Total interest income

947

220

2016

2015

(in CZK thousands)
Expense

On securities

0

(1)

Total interest expense

0

(1)

The increase in interest income in 2016 as compared to 2015 relates to the overall increase in the volume of securities held (see note 3.2)
and in amounts held on term accounts (see note 3.1).
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3.7.

Fee and Commission Expenses

The line item “Fee and commission expenses” for 2016 in the amount of CZK 2,264,000 comprises payment to the Company as defined by
Act No. 427/2011 Coll., on Supplementary Pension Savings, in the following breakdown:

Fees

2016

in %

2015

in %

Management fees

2,264

0.8/1.0*)

1,026

0.8

Performance fees

0

10/15**)

585

10

Total

2,264

1,611

*) From 1 Jan 2016 to 31 Jan 2016: 0.8%; from 1 Feb 2016: 1.0%
**) From 1 Jan 2016 to 31 Jan 2016: 10%; from 1 Feb 2016: 15%

KB Penzijní společnost, a.s.

(in CZK thousands)

Performance fees were not applied in 2016 and 2015.

(in CZK thousands)

2016

2015

Net gain/loss from securities trading

(874)

489

144

162

4,764

(49)

Losses/gains from foreign exchange operations
Losses/gains from changes in fair values of securities
Losses/gains from fixed-term operations
Profit or loss from financial operations

(3,267)

331

767

933

In 2016, four participation certificate positions and two Czech government bond positions were sold with a total loss of CZK 874,000.
In total, 30 currency spot, 13 currency swap, and 7 currency forward contracts were executed in 2016 (2015: 32 currency spot, 3 currency
swap contracts, and 1 forward contract were concluded).
Losses/gains from changes in fair values of securities in 2016 include overall gains resulting from changes in exchange rates in the amount
of CZK 3,059,000 and overall gains in the amount of CZK 1,705,000 resulting from changes in market prices.
3.9.

Income from Shares and Other Investments, Administrative Expenses

Income from shares and other investments in 2016 in the amount of CZK 1,933,000 (2015: CZK 448,000) consists of dividends received and
shares in profits from securities held in the Fund’s portfolio.
Administrative expenses in the amount of CZK 122,000 in 2016 (2015: CZK 2,000) include withholding tax from foreign incomes relating to
returns from shares and participation certificates.
3.10.

Report of the Board of Directors

Profit or Loss from Financial Operations

Assets under management of KB Penzijní společnost

3.8.

Income Tax

Financial Section

From 2015, a 0% tax rate applies to the Fund.
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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. In addition to establishing internal investment
limits, the Value at Risk method (hereinafter referred to as “VaR”) is used as a source for determining the value of potential market risks.
Historical VaR is calculated at a 99% probability and 1-month time horizon. The Company uses a historical time line of 2 years.
The Company calculates the value of 1-month VaR on a monthly basis. Average VaR values for the Fund’s individual risks are stated below:

Average VaR

VaR as at 31 Dec 2016

Total VaR*

3.8%

4.3%

Foreign exchange VaR

0.8%

0.7%

Interest rate VaR

0.5%

0.9%

Equity VaR

3.8%

4.5%

*including credit VaR
Average VaR

VaR as at 31 Dec 2015

Total VaR*

2.5%

5.6%

Foreign exchange VaR

0.8%

1.4%

Interest rare VaR

0.3%

0.4%

Equity VaR

2.7%

5.6%

* including credit VaR

Average VaR is calculated as the average of daily VaR in the given year.
The Company monitors risk exposure as Total VaR, including its credit risk component as well as other components such as interest rate,
currency, and equity VaR. On the basis of the VaR value, critical segments can be identified to assist in the investment process.
To assist in managing market risk, the Company performs stress testing of market risks using stress scenarios (both adverse and hypothetical).
a)

Interest Rate Risk

The Fund may invest into interest rate-sensitive assets. Interest rate risk, which ensues from changes in interest rates, is therefore managed by
setting a maximum limit for the portfolio’s average modified duration. The Company also uses the VaR method for measuring interest rate risk
b)

Foreign Exchange Risk

The Fund’s exposure to foreign exchange risk is monitored using the VaR method and 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 exchange risk, the Company uses over-the-counter (OTC) derivatives in the form of currency swaps and
forwards traded on OTC markets. Exposure to foreign exchange risk is regularly monitored and evaluated. The following table summarises
the Fund’s exposure to currency risk. The table contains the Fund’s assets and liabilities in their carrying values arranged by currency.
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Assets and Liabilities Denominated in Foreign Currencies
(in CZK thousands)
EUR

USD

PLN

Bank accounts

72

233

108

Total

413

Debt securities

21,769

38,740

0

60,509

Shares and participation certificates

57,036

33,853

5,723

96,612

Total

78,877

72,826

5,831

157,534

EUR

USD

PLN

Total

45

55

6

106

(in CZK thousands)
as at 31 Dec 2015

Bank accounts
Debt securities

0

8,372

0

8,372

Shares and participation certificates

44,694

20,317

1,917

66,928

Total

44,739

28,744

1,923

75,406

KB Penzijní společnost, a.s.

as at 31 Dec 2016

Currency forward (EUR)
Total

Negative fair value

Value of off-balance sheet
asset

Value of off-balance sheet
liability

61

249

96,440

96,628

52

0

8,109

8,057

113

249

104,549

104,685

The negative fair value of financial derivatives is reported in other liabilities (see note 3.3).
Summary of Open Derivative Operations as at 31 Dec 2015

(in CZK thousands)

Currency swaps (EUR)

Positive fair value

Negative fair value

Value of off-balance sheet
asset

Value of off-balance sheet
liability

0

26

20,208

20,234

Currency forward (EUR)

0

12

13,365

13,377

Total

0

38

33,573

33,611

c)

Equity Risk

Equity risk is the risk of a potential loss ensuing from a decrease in the price of an asset (shares, collective investment funds). Potential loss is
measured using the VaR method. The Company accordingly sets limits for individual issuers and monitors the geographic diversification of
assets. The following table presents a breakdown by geographical segments.

Assets under management of KB Penzijní společnost

Currency swaps (EUR)

Positive fair value

Financial Section

(in CZK thousands)

Report of the Board of Directors

Summary of Open Derivative Operations as at 31 Dec 2016
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(in CZK thousands)
as at 31 Dec 2016

Shares
Participation certificates
Shares and participation certificates

Czech Republic

European Union outside of
the Czech Republic

USA

Other

4,775

30,078

2,772

558

0

67,842

0

0

4,775

97,920

2,772

558

Czech Republic

European Union outside of
the Czech Republic

USA

Other

4,319

15,362

1,530

0

0

51,683

0

0

4,319

67,045

1,530

0

(in CZK thousands)
as at 31 Dec 2015

Shares
Participation certificates
Shares and participation certificates

4.2.

Credit Risk

Credit risk is the risk that an entity (issuer, counterparty) will be unable to meet its obligations. This risk is managed through approved
maximum positions in relation to individual entities (issuers, counterparties) based on said entities’ credit ratings. This risk is also monitored
by means of the VaR method.
4.3.

Liquidity Risk

Liquidity risk plays an important role in planning the Fund’s investments and available cash. The system of liquidity risk management 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 taking decisions on the amounts and composition of liquid assets with maturity up to 7 days,
decisions on transfers of cash among individual accounts, and forecasting of cash flows within a 1-month horizon.
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 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)
2016

Due from banks
Debt securities

On demand
within 7 days

Within 3
months

Within 1 year

From 1 to 5
years

24,506

2,404

15,303

0

0

0

42,213

0

405

3,529

56,394

99,481

0

159,809
106,025

Over 5 years

Undefined

Total

Shares and participation certificates

0

0

0

0

0

106,025

Other assets

0

8

113

0

0

0

121

Total assets

24,506

2,817

18,945

56,394

99,481

106,025

308,168
304,786

Equity

0

0

0

0

0

304,786

Other liabilities

0

0

249

0

0

3,133

3,382

Total liabilities and equity

0

0

249

0

0

307,919

308,168

24,506

2,817

18,696

56,394

99,481

(201,894)

0

Net balance sheet liquidity gap as at 31 Dec 2016
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2015

Due from banks

On demand
within 7 days

Within 3
months

Within 1 year

From 1 to 5
years

Over 5 years

Undefined

Total

24,611

10,111

4,706

0

0

0

39,428

Debt securities

0

144

6,270

49,248

10,629

0

66,291

Shares and participation certificates

0

0

0

0

0

72,894

72,894

Other assets

0

8

0

0

0

0

8

Total assets

24,611

10,263

10,976

49,248

10,629

72,894

178,621

0

0

0

0

0

176,113

176,113

Equity
Other liabilities

0

26

12

0

0

2,470

2,508

Total liabilities and equity

0

26

12

0

0

178,583

178,621

24,611

10,237

10,964

49,248

10,629

(105,689)

0

Net balance sheet liquidity gap as at 31 Dec 2015

4.4.

KB Penzijní společnost, a.s.

(in CZK thousands)

Operational and Legal Risks

5.

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

As at 31 Dec 2016, the Fund recorded in the portfolio total assets under the Company’s management in the amount of CZK 304,786,000
(2015: CZK 176,113,000). A part of the Fund’s portfolio in the value of CZK 291,020,000 (2015: CZK 158,640,000) is under the
management of IKS.
In relation to currency swaps, the Fund’s off-balance sheet records an asset in the amount of CZK 96,440,000 and a liability of CZK 96,628,000.

Report of the Board of Directors

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

The Fund is not involved in any legal dispute.

Financial Section

The Fund records in its off-balance sheet no securities transactions having a trade date in 2016 but a settlement date in 2017.

Assets under management of KB Penzijní společnost

In relation to currency forwards, the Fund’s off-balance sheet records an asset in the amount of CZK 8,109,000 and a liability of CZK 8,057,000.
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Arrangements with Related Parties

Assets, Liabilities and Equity

2016

(in CZK thousands)

Assets:
Komerční banka, a.s.

349 Current account at KB
61 Positive fair value of currency swaps
52 Positive fair value of a currency forward

Liabilities and equity:
Komerční banka, a.s.

249 Negative fair value of currency swaps

Expenses and Income

2016

(in CZK thousands)

Income:
Komerční banka, a.s.

5 Interest from current account at KB

Komerční banka, a.s.

62 Profit from spot currency operations

Komerční banka, a.s.
Komerční banka, a.s.

108 Profit from currency swaps
65 Profit from currency forwards

Expenses:
Komerční banka, a.s.

46 Loss from spot currency operations

Komerční banka, a.s.

84 Loss from currency swaps

Komerční banka, a.s.

1,557 Loss from currency forwards

Assets, Liabilities and Equity

2015

(in CZK thousands)

Assets:
Komerční banka, a.s.

15,855 Current account at KB

Liabilities and equity:
Komerční banka, a.s.

26 Negative fair value of currency swaps

Komerční banka, a.s.

12 Negative fair value of a currency forward
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Expenses and Income

2015

(in CZK thousands)

12 Interest from current account at KB

Komerční banka, a.s.

50 Profit from spot currency operations

Komerční banka, a.s.
Komerční banka, a.s.

406 Profit from currency swaps
9 Profit from currency forwards

Expenses:
Komerční banka, a.s.

12 Loss from spot currency operations

Komerční banka, a.s.

72 Loss from currency swaps

Komerční banka, a.s.

12 Loss from currency forwards

7.

KB Penzijní společnost, a.s.

Income:
Komerční banka, a.s.

Post-Balance Sheet Events

These financial statements have been approved by the Board of Directors of the Company.
Compilation date
23 March 2017

Report of the Board of Directors

No significant post-balance sheet events occured.

Petr Strnad

Financial Section

Pavel Racocha

Assets under management of KB Penzijní společnost

Signature of the statutory representative
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Financial Section

Assets under management of KB Penzijní společnost

Report of the Board of Directors

KB Penzijní společnost, a.s.

Financial Section > Financial Statements > DPF
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Balance Sheet as at 31 Dec 2016 (in CZK thousands)
Assets:

Due from banks
of which: a) repayable on demand
		 b) other
Debt securities
of which: a) issued by government institutions
		 b) issued by other entities
Shares, participation certificates, and other investment instruments
of which: a) shares
		 b) participation certificates
Other assets
Total assets
Liabilities and equity:

Note

31 Dec 2016

31 Dec 2015

3.1

38,085
29,770
8,315
81,445
7,823
73,622
211,967
103,391
108,576
155
331,652

26,600
16,538
10,062
21,334
6,139
15,195
102,778
53,828
48,950
58
150,770
31 Dec 2015

3.2

3.2

3.3

Note

31 Dec 2016

Other liabilities

3.4

3,595

2,396

Capital funds

3.5

317,591

147,025

Retained earnings

3.5

1,349

2,262

Profit/loss for reporting period

3.5

9,117

(913)

331,652

150,770

Note

31 Dec 2016

31 Dec 2015

5
5

145,029
328,057

50,254
148,374

293,412
473,086

124,112
198,628

Note

31 Dec 2016

31 Dec 2015

5

145,240

50,300

145,240

50,300

Note

2016

2015

3.6

724

138

702

106

0

(1)

Total liabilities and equity

Off-Balance Sheet as at 31 Dec 2016 (in CZK thousands)
Off-balance sheet assets:
Receivables from fixed-term operations
Assets under management
of which: a) securities
Total off-balance sheet assets

Off-balance sheet liabilities:
Payables from fixed-term operations
Total off-balance sheet liabilities

Income Statement for the Year Ended 31 Dec 2016 (in CZK thousands)
Interest and similar income
of which: interest income from debt securities
Interest and similar expenses

3.6

Income from shares and other investments

3.9

4,005

1,153

Fee and commission expenses

3.7

(2,184)

(1,494)

Profit or loss from financial operations

3.8

6,936

(633)

Administrative expenses

3.9

(365)

(77)

9,116

(914)

1

1

1

1

Profit or loss from ordinary activities before taxes
Extraordinary income

3.10

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

3.11

0

0

9,117

(913)
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Notes to the Financial Statements for the Year Ended 31 Dec 2016
1.

Background Information

The Company was formed by the transformation of Penzijní fond KB, a.s. in accordance with Section 13 of the Supplementary Pension
Savings Act as a successor to Penzijní fond KB, a.s., which had been 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 granted by a decision of the CNB on 13 Sep 2012.
The Fund’s investment objective is to earn returns on the Fund’s assets by investing into a dynamic portfolio consisting in particular 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 perspective 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 and which it is possible to eliminate by holding them over
the long term. Investors in the Fund seek high returns on their investments and are able to understand and accept risks related to investing
on equity and bond markets without limitations in accordance with the Fund’s statutes 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 administered by Investiční kapitálová společnost KB, a.s. (hereinafter referred to as “IKS”), 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, off-balance sheet, and accompanying notes.

Report of the Board of Directors

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.

Assets under management of KB Penzijní společnost

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 Dec 2012, with effect from 1 Jan 2013.

KB Penzijní společnost, a.s.

Establishment and Description of the KB Dynamic Participation Fund of KB Penzijní společnost, a.s.

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.

Financial Section

Unless stated otherwise, the amounts included in the financial statements are rounded to the nearest thousand Czech crowns (CZK thousand).
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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 of a movement within the
accounting unit; and the date on which occurred other facts that are the subject of accounting 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, providing that the period between the contract date and the
fulfilment of the commitment or claim ensuing 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 price. 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 the following 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 with the exception of securities issued by the Company.
In 2016 and 2015, 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 quoted 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 item “Profit or loss from financial operations”. Interest from securities at fair value through profit or loss is
recorded as interest income.
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.
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Financial derivatives are recorded 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.

The Fund uses certain financial derivatives to hedge against foreign exchange risk to which it is exposed as a result of its operations on
financial markets. It does not classify these as hedging from the accounting point of view, and they are reported as derivatives for trading,
with profits and losses from revaluation to fair value being reported in the line item “Profit or loss from financial operations”.
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 value 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 the amount of the obligation can be reliably estimated.
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 announced by the CNB as at the balance sheet date.

Report of the Board of Directors

Derivatives are considered to be hedging instruments if they meet the following conditions:
– They correspond to the Fund’s risk management strategy.
– At inception of the hedge, a formal decision was taken and documented regarding the hedged items and how they relate to the hedging
instruments used, the risks that are being hedged, and how the Fund will assess the hedging instruments’ effectiveness.
– 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%.

Assets under management of KB Penzijní společnost

Derivatives are recorded at fair value in the lines “Positive fair value of derivatives” and “Negative fair value of derivatives”. Realised and
unrealised gains and losses are reported in the income statement in the line item “Profit or loss from financial operations”, the exception being
unrealised gains and losses on cash flow hedges, which are reported in equity.

KB Penzijní společnost, a.s.

Derivatives are reported in off-balance sheet and balance sheet accounts from the time of their creation to the time of their final settlement,
termination, application, sale or repurchase.

Foreign exchange rate differences ensuing from the revaluation of assets and liabilities denominated in foreign currencies are recorded in the
line item “Profit or loss from financial operations”.
2.7.

Taxation

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
or temporary non-deductible expenses and non-taxable income. The income tax rate was 0% in 2016 and 2015.

Financial Section
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Deferred Tax
Deferred income tax was not calculated for 2016 and 2015 because the Fund is subject to a 0% income tax rate from 2015.
2.8.

Accounting Treatment for Supplementary Pension Savings Products

Participants’ assets accepted into the Fund’s current account are recorded in the line item “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 item “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 item “Other liabilities” and it is subsequently sent from the Fund’s account to the Company’s current account.
After all amounts from all funds according to the client’s selected strategy have been received, 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 manner as are amounts 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 as well as the reported amounts of expenses and income for the
reporting period. These estimates, which relate in particular 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.
2.10.

Interest Income and Expense, Dividend Income

Interest income and expenses from all interest-bearing instruments are recognised according to the accrual principle in the period to which
they relate and not at the time when cash or its equivalent is received or paid out. Dividend income is recorded as at the date of entitlement
for its payment.

3.

Additional Information on the Balance Sheet and Income Statement

3.1.

Due from Banks

(in CZK thousands)

Current accounts
Term deposits
Total

2016

2015

29,770

16,538

8,315

10,062

38,085

26,600
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Fixed-rate debt securities

2016

2015

61,426

21,334

Variable-rate debt securities

20,019

0

Total debt securities

81,445

21,334

108,576

48,950

Participation certificates
– of which in CZK
– of which in foreign currency
Shares
– of which in CZK
– of which in foreign currency

0

0

108,576

48,950

103,391

53,828

15,789

7,152

87,602

46,676

Shares and participation certificates

211,967

102,778

Securities at fair value through profit or loss

293,412

124,112

(in CZK thousands)

as at 31 Dec 2016

Traded on main or second-level market of Prague Stock Exchange
On foreign exchanges

15,789
277,623

Not exchange traded
Total

0
293,412

Securities are held in the portfolio of securities at fair value through profit or loss. Debt securities comprised 28% of the total value of
securities as at 31 Dec 2016 and 17% as at 31 Dec 2015. Debt securities held in the portfolio are banking, corporate, and government bonds
denominated in CZK, EUR, and USD and which are traded on domestic and foreign exchanges.
During 2016, the Fund purchased shares and participation certificates in the acquisition value of CZK 91 million and these comprised 72% of
the total securities value as at 31 Dec 2016. Shares and participation certificates are traded on the main or second-level market of the Prague
Stock Exchange and on foreign exchanges. For a more detailed breakdown according to geographical segments and currencies, see note 4.1.
3.3.

Other Assets

Other assets in the amount of CZK 155,000 comprise mainly the positive fair value of a currency swap in the amount of CZK 121,000 and
a receivable due from earned dividends in the amount of CZK 33,000 and which were not paid by the end of 2016.
3.4.

Other Liabilities

The line item “Other liabilities” in the amount of CZK 3,595,000 as at 31 Dec 2016 (CZK 2,396,000 as at 31 Dec 2015) comprises mainly
clients’ funds received into the Fund’s current account during the last cycle in the amount of CZK 1,056,000 (CZK 898,000 as at 31 Dec
2015) and which were not used to purchase pension units. Additionally it includes payables due to the Company for managing the Fund and
performance fees (see note 3.7) in the amount of CZK 2,023,000 (2015: CZK 1,494,000) and negative fair value of derivatives in the amount
of CZK 333,000 (see note 4.1 b) (2015: CZK 61,000).

Report of the Board of Directors

(in CZK thousands)

KB Penzijní společnost, a.s.

Securities

Assets under management of KB Penzijní společnost

3.2.

The Fund had no liabilities either subject to a lien or otherwise encumbered in 2016 and 2015.
Equity

As at 31 Dec 2016, the Fund’s net asset value was CZK 328,057,000 (2015: CZK 148,374,000). Profit for 2016 in the amount of
CZK 9,117,000 will be transferred to “Retained earnings”. The loss for 2015 in the amount of CZK 913,000 was covered from “Retained
earnings”. The remaining part comprises the line item “Capital funds” in the amount of CZK 317,591,000 (2015: CZK 147,025,000).

Financial Section
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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.
Information regarding the current value of a pension unit of the Fund as at 31 Dec 2016:

Number of pension units in the Fund:

296,169,639.7857

Net asset value (in CZK):

328,057,734.55
1.1077

Current Value of a Pension Unit:

In 2016, the Fund had a return of 0.87%.
3.6.

Interest Income and Expense

(in CZK thousands)

2016

From current accounts

2015

3

10

19

22

From securities

702

106

Total interest income

724

138

2016

2015

From term deposits

Expenses

On securities

0

(1)

Total interest expense

0

(1)

Decline in interest income from current accounts was caused by the decrease of interest rates during 2016 despite growth in their balances.
The year-on-year increase in interest income from securities occurred primarily due to an increase in the volume of securities into which the
Fund invested.
3.7.

Fee and Commission Expenses

The line item “Fee and commission expenses” for 2016 in the amount of CZK 2,184,000 comprises payment to the Company as defined by
Act No. 427/2011 Coll., on Supplementary Pension Savings, in the following breakdown:
(in CZK thousands)
Fees

2016

in %

2015

in %

Management fees

2,184

0.8/1.0*)

814

0.8

Performance fees

0

10/15**)

680

10

Total
*) From 1 Jan 2016 to 31 Jan 2016: 0.8%; from 1 Feb 2016 to 31 Dec 2016: 1.0%
**) From 1 Jan 2016 to 31 Jan 2016: 10%; from 1 Feb 2016 to 31 Dec 2016: 15%

Performance fees were not applied in 2016.

2,184

1,494
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Profit or Loss from Financial Operations

(in CZK thousands)

Net gain/loss from securities trading
Losses/gains from foreign exchange operations

2016

2015

597

980

50

172

Losses/gains from changes in fair values of securities

10,520

(2,036)

Losses/gains from fixed-term operations

(4,231)

251

6,936

(633)

Profit or loss from financial operations

In 2016, six foreign government bonds and participation certificates denominated in EUR and USD were sold with a total profit of CZK 597,000.
The overall loss from foreign exchange operations and fixed-term operations is due to purchases of securities denominated in foreign
currencies and in relation to these purchases concluding currency spot, forward and swap contracts for converting Czech crowns. In 2016,
a total of 49 currency spot, 13 currency swap, and 7 currency forward contracts were executed (2015: 32 currency spot, 3 currency swap,
and 1 currency forward contracts).

KB Penzijní společnost, a.s.

3.8.

Income from shares and other investments, Administrative Expenses

Income from shares and other investments in 2016 in the amount of CZK 4,005,000 (2015: CZK 1,153,000) consists of dividends received
and shares in profits from securities held in the Fund’s portfolio.
Administrative expenses in the amount of CZK 365,000 in 2016 (2015: CZK 77,000) include withholding tax from foreign incomes relating
to returns from shares and participation certificates. The increase in 2016 is related to the general increase of amounts held in shares and
participation certificates, which grew from CZK 103 million to CZK 212 million (see note 3.2).
3.10.

Extraordinary Income

On 12 May 2016, the Company sent an amount of CZK 1,000 to the Fund which is a replacement of the tax withheld from returns collected
from a share that could be refunded. Expenses related to tax refunds are paid by the Company and these exceed the amount of the tax
refund itself. In these cases, the Company’s Board of Directors decided therefore to pay the amounts from the Company’s funds.
3.11.

Income Tax

From 2015, a zero tax rate applies to the Fund.

4.

Assets under management of KB Penzijní společnost

3.9.

Report of the Board of Directors

Losses/gains from changes in fair values of securities in 2016 include total gains resulting from changes in exchange rates in the amount of
CZK 3,403,000 and total gains in the amount of CZK 7,117,000 resulting from changes in market prices.

Risk Management Framework

Financial Section

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.

136

4.1.

Financial Section > Financial Statements > DPF

KB Penzijní společnost, a.s. Annual Report 2016

Market Risk

Market risk comprises the risks stated below and which are regularly monitored and evaluated. In addition to establishing internal investment
limits, the Value at Risk method (hereinafter referred to as “VaR”) is used as a source for determining the value of potential market risks.
Historical VaR is calculated at a 99% probability and 1-month time horizon.
The Company calculates the value of 1-month VaR at a monthly basis. Average VaR values for the Fund’s individual risks are stated below:

Average VaR

VaR as at 31 Dec 2016

Total VaR*

6.3%

8.6%

Foreign exchange VaR

1.0%

1.0%

Interest rate VaR

0.2%

0.4%

Equity VaR

6.4%

8.8%

Average VaR

VaR as at 31 Dec 2016

4.1%

10.9%

*including credit VaR

Total VaR*
Foreign exchange VaR

1.2%

2.6%

Interest rare VaR

0.2%

0.3%

Equity VaR

4.4%

10.5%

*including credit VaR

Average VaR is calculated as the average of daily VaR in the given year.
The Company monitors risk exposure as Total VaR, including its credit risk component as well as other components such as interest rate,
currency, and equity VaR. On the basis of the VaR value, critical segments can be identified to assist in the investment process.
To assist in managing market risk, the Company performs stress testing of market risks using stress scenarios (both adverse and
hypothetical).
a)

Interest Rate Risk

The Fund may invest into interest rate-sensitive assets. Interest rate risk, which ensues from changes in interest rates, is therefore managed
by setting maximum limits for the portfolio’s average maturity and average duration. The Company also uses the VaR method for measuring
interest rate risk.
b)

Foreign Exchange Risk

The Fund’s exposure to foreign exchange risk is monitored using the VaR method and 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 exchange risk, the Company uses over-the-counter (OTC) derivatives in the forms of currency swaps and
forwards traded on OTC markets. Exposure to foreign exchange risk is regularly monitored and evaluated. The following table summarises
the Fund’s exposure to currency risk. The table contains the Fund’s assets and liabilities in their carrying values arranged by currency.
Assets and Liabilities Denominated in Foreign Currencies
(in CZK thousands)
as at 31 Dec 2016

Current accounts in banks
Debt securities

EUR

USD

PLN

Total

18

1,789

128

1,935

27,503

18,405

0

45,908

Shares and participation certificates

120,164

67,556

8,457

196,177

Total

147,685

87,750

8,585

244,020
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(in CZK thousands)
EUR

USD

PLN

56

192

7

255

0

21,334

0

21,334

Shares and participation certificates

66,127

25,830

3,669

95,626

Total

66,183

47,356

3,676

117,215

Current accounts in banks
Debt securities

Total

Summary of Open Derivative Operations as at 31 Dec 2016
(in CZK thousands)

Currency swaps
Currency forwards
Total

Positive fair value

Negative fair value

Value of off-balance sheet
asset

Value of off-balance sheet
liability

35

(333)

131,515

131,812

86

0

13,514

13,428

121

(333)

145,029

145,240

Negative fair value

Value of off-balance sheet
asset

Value of off-balance sheet
liability

KB Penzijní společnost, a.s.

as at 31 Dec 2015

(in CZK thousands)
Positive fair value

Currency swaps
Currency forwards
Total

(13)

16,720

16,718

0

(48)

33,534

33,582

15

(61)

50,254

50,300

Equity risk is the risk of a potential loss ensuing from a decrease in the price of an asset (shares, collective investment funds). Potential loss is
measured using the VaR method. The Company accordingly sets limits for individual issuers and monitors the geographic diversification of
assets. The following table presents a breakdown by geographical segments.
(in CZK thousands)
2016

Participation certificates

Czech Republic

European Union outside of
the Czech Republic

USA

Other

0

108,576

0

0

Shares

5,807

79,888

15,371

2,324

Shares and participation certificates

5,807

188,464

15,371

2,324

Czech Republic

European Union outside of
the Czech Republic

USA

Other

0

48,950

0

0

Shares

5,014

40,984

7,830

0

Shares and participation certificates

5,014

89,934

7,830

0

(in CZK thousands)
2015

Participation certificates

4.2.

Assets under management of KB Penzijní společnost

Equity risk

Credit Risk

Credit risk is the risk that an entity (issuer, counterparty) will be unable to meet its obligations. This risk is managed through approved
maximum positions in relation to individual entities (issuers, counterparties) based on said entities’ credit rating. This risk is also monitored by
means of the VaR method.
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Summary of Open Derivative Operations as at 31 Dec 2015
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Liquidity Risk

Liquidity risk plays an important role in planning the Fund’s investments and available cash. The system of liquidity risk management 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 taking decisions on the amounts and composition of liquid assets with maturity up to 7 days,
decisions on transfers of cash among individual accounts, and forecasting of cash flows within a 1-month horizon.
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 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)
2016

On demand
within 7 days

Within
3 months

Within 1 year

Due from banks

From 1 to
5 years

Over 5 years

Undefined

Total

38,085

29,770

5,012

3,303

0

0

0

Debt securities

0

310

3,171

21,089

56,875

0

81,445

Shares and participation certificates

0

0

0

0

0

211,967

211,967

Other assets

0

0

121

0

0

34

155

Total assets

29,770

5,322

6,595

21,089

56,875

212,001

331,652

Equity

0

0

0

0

0

328,057

328,057

Other liabilities

0

0

333

0

0

3,262

3,595

Total liabilities and equity

0

0

333

0

0

331,319

331,652

29,770

5,322

6,262

21,089

56,875

(119,318)

0

On demand
within 7 days

Within
3 months

Within 1 year

From 1 to
5 years

Over 5 years

Undefined

Total

16,538

9,061

1,001

0

0

0

26,600

Debt securities

0

185

26

9,863

11,260

0

21,334

Shares and participation certificates

0

0

0

0

0

102,778

102,778

Net balance sheet liquidity gap
as at 31 Dec 2016
(in CZK thousands)
2015

Due from banks

Other assets

0

0

15

0

0

43

58

Total assets

16,538

9,246

1,042

9,863

11,260

102,821

150,770
148,374

Equity

0

0

0

0

0

148,374

Other liabilities

0

13

48

0

0

2,335

2,396

Total liabilities and equity

0

13

48

0

0

150,709

150,770

16,538

9,233

994

9,863

11,260

(47,888)

0

Net balance sheet liquidity gap
as at 31 Dec 2015

4.4.

Operational and Legal Risks

Operational and legal risks are managed in accordance with the Company’s unified policy.
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5.

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

In relation to currency swaps, the Fund’s off-balance sheet records an asset in the amount of CZK 131,515,000 and a liability of CZK 131,812,000.
In relation to currency forwards, the Fund’s off-balance sheet records an asset in the amount of CZK 13,514,000 and a liability of CZK 13,428,000.
The Fund is not involved in any legal dispute.

6.

Arrangements with Related Parties

KB Penzijní společnost, a.s.

As at 31 Dec 2016, the Fund recorded in the portfolio total assets under the Company’s management in the amount of CZK 328,057,000
(2015: CZK 148,374,000). A part of the Fund’s portfolio in the value of CZK 311,126,000 (2015: CZK 134,778,000) was under the
management of IKS.

Assets, Liabilities and Equity

2016

Assets:
Komerční banka, a.s.
Komerční banka, a.s.

7,659 Current account at KB
35 Positive fair value of currency swaps
86 Positive fair value of currency forward

Liabilities and equity:
Komerční banka, a.s.

333 Negative fair value of currency swaps

Report of the Board of Directors

(in CZK thousands)

2016

(in CZK thousands)

Income:
Komerční banka, a.s.

3 Interest from current account at KB

Komerční banka, a.s.

12 Profit from spot currency operation

Komerční banka, a.s.

74 Profit from currency swaps

Komerční banka, a.s.

134 Profit from currency forwards

Expenses:
Komerční banka, a.s.

81 Loss from spot currency operations

Komerční banka, a.s.

74 Profit from currency swaps

Komerční banka, a.s.

2,041 Loss from currency forwards

Assets under management of KB Penzijní společnost

Expenses and Income

Assets, Liabilities and Equity

2015

(in CZK thousands)

Assets:
Komerční banka, a.s.

13,056 Current account at KB
15 Positive fair value of currency swaps

Liabilities and equity:
Komerční banka, a.s.

13 Negative fair value of currency swaps

Komerční banka, a.s.

47 Negative fair value of a currency forward

Financial Section

Komerční banka, a.s.
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Expenses and Income

2015

(in CZK thousands)

Income:
Komerční banka, a.s.

8 Interest from current account at KB

Komerční banka, a.s.

86 Profit from spot currency operations

Komerční banka, a.s.

352 Profit from currency swaps

Société Générale

111 Profit from sale of securities

Expenses:
Komerční banka, a.s.

50 Loss from spot currency operations

Komerční banka, a.s.

53 Profit from currency swaps

Komerční banka, a.s.

47 Loss from currency forwards

7.

Post-Balance Sheet Events

No significant post-balance sheet events occured.
These financial statements have been approved by the Board of Directors of the Company.
Compilation date
23 March 2017
Signature of the statutory representative

Pavel Racocha

Petr Strnad
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