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To the Members of the Management Board
and the Supervisory Board of
Sberbank Europe AG,
Vienna

We have completed the audit of the financial statements as of December 31, 2019 of
Sberbank Europe AG, Vienna
(referred to as "the Company"),
and report on the result of our audit as follows:

1.

AUDIT CONTRACT AND PERFORMANCE OF THE ENGAGEMENT

At the extraordinary general meeting dated December 18, 2018 of Sberbank Europe AG, Vienna,
we were elected and appointed as auditor for the fiscal year 2019. The Company, represented by
the supervisory board, concluded an audit contract with us to audit the financial statements as of
December 31, 2019, including the accounting system and the management report pursuant to
Sections 60 – 63 Austrian Banking Act BWG and section 269 et seqq. Austrian Company Code
UGB. We prepared a separate report on the audit of the consolidated financial statements as of
December 31, 2019, which was also part of the agreement.
The audited company is a public interest entity according to section 189a UGB (Austrian Company
Code) and does meet the criteria for the mandatory establishment of a supervisory board.
The Company is a large pursuant to section 221 UGB (Austrian Company Code).
The audit is a statutory audit.
The audit included assessing whether the statutory requirements were adhered to concerning the
preparation of the financial statements. The management report is to be assessed whether it is
consistent with the financial statements and whether it was prepared in accordance with the applicable legal regulations.
According to section 63 (4) BWG the audit also includes the audit of regulatory requirements. In
accordance with section 63 (5) BWG the result of our audit will be reported in a separate Attachment to the audit report.
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Concerning reporting as to article 11 of the regulation (EU) 537/2014 we refer to the separate
report to the audit committee; the reporting according to article 11 of the regulation mentioned is
not part of this report.
We conducted our audit in accordance with the legal requirements and generally accepted standards on auditing as applied in Austria. These standards require that we comply with International
Standards on Auditing (ISA). An auditor conducting an audit obtains reasonable assurance about
whether the financial statements are free from material misstatement. Absolute assurance is not
attainable due to the inherent limitations of any accounting and internal control system and due to
the sample-based test nature of an audit, there is an unavoidable risk that material misstatements
in the financial statements remain undetected. Areas which are generally covered in special engagements were not included in our scope of work.
We performed the audit, with interruptions, from November to December 2019 (interim audit) as
well as from January to February 2020 (final audit) mainly at the Company’s premises in Vienna.
The audit was substantially completed at the date of this report.
Auditor responsible for the proper performance of the engagement is Mrs. Andrea Stippl,
Austrian Certified Public Accountant.
Our audit is based on the audit contract concluded with the Company. The "General Conditions of
Contract for the Public Accounting Professions" issued by the Austrian Chamber of Tax Advisers
and Auditors (refer to Appendix III) form an integral part of the audit contract. These conditions of
contract do not only apply to the Company and the auditor, but also to third parties. Section 275
Austrian Company Code UGB and Section 62a Austrian Banking Act BWG applies with regard to
our responsibility and liability as auditors towards the Company and towards third parties.

2.

BREAKDOWN AND DESCRIPTION OF SIGNIFICANT ITEMS IN THE
FINANCIAL STATEMENTS

The breakdown and description of all significant financial statement items are included in the
notes to the financial statements and in the management report. Therefore, we refer to the respective disclosures made by the management board in the notes to the financial statements and
in the management report.
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3.

SUMMARY OF AUDIT FINDINGS

3.1. Compliance of the accounting system, the financial statements
and of the management report
During our audit, we obtained evidence that the statutory requirements and generally accepted
accounting principles in Austria have been complied with.
In line with our risk and controls based audit approach and to the extent we considered necessary
for the purpose of expressing an opinion, we considered internal controls related to sub processes
of the financial reporting process as part of our audit.
With regard to the compliance of the financial statements and of the management report with all
applicable statutory requirements we refer to the auditor’s report.
3.2. Information provided
The Company's legal representatives provided all evidence and explanations requested by us. We
obtained a representation letter signed by the legal representatives, which we included in our
working papers.
3.3. Adverse changes in the financial position and financial performance
and significant losses
In carrying out our duties as auditors, we have noted facts according to section 273 (1) fifth sentence UGB.
We therefore draw attention to the net loss for the year amounting to EUR -27,081,638.62. This
was mainly due to the lower net interest income of EUR 21.4 million resulting from the reduction
of the loan portfolio and the persistently low interest rate level (previous year: EUR 52.1 million)
which lead to a negative operating result of EUR -41.9 million (previous year: EUR -12.1 million).
The negative effect was partially offset by income from the reversal of loan loss provisions in
course of loan sales and regular repayments.
3.4. Reporting in accordance with Section 63 (3) Austrian Banking Act BWG
(exercising the duty to report)
During our audit we did not note any facts which might require us to report pursuant to section
63 (3) Austrian Banking Act BWG.
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4.

AUDITOR’S REPORT *)

Report on the Financial Statements
Audit Opinion
We have audited the financial statements of
Sberbank Europe AG, Vienna.
These financial statements comprise the balance sheet as of December 31, 2019, the income
statement for the fiscal year then ended and the notes.
Based on our audit the accompanying financial statements were prepared in accordance with the
legal regulations and present fairly, in all material respects, the assets and the financial position
of the Company as of December 31, 2019 and its financial performance for the year then ended
in accordance with Austrian Generally Accepted Accounting Principles and banking regulatory requirements.
Basis for Opinion
We conducted our audit in accordance with the regulation (EU) no. 537/2014 (in the following "EU
regulation") and in accordance with Austrian Standards on Auditing. Those standards require that
we comply with International Standards on Auditing (ISA). Our responsibilities under those
regulations and standards are further described in the "Auditor’s Responsibilities for the Audit of
the Financial Statements" section of our report. We are independent of the Company in accordance with the Austrian General Accepted Accounting Principles and professional requirements
and we have fulfilled our other ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.
Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the fiscal year. These matters were addressed in the context
of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do
not provide a separate opinion on these matters.
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In the following, we describe the key audit matters from our perspective:
Impairment allowances for loans and advances to customers
Our Description:
In order to take account of risk of losses in the loan portfolio, risk provisions are created in the
form of loan loss provisions.
The financial statements for December 31, 2019 of Sberbank Europe AG include individual loan
loss provisions amounting to EUR 33,850,636.84 and portfolio loan loss provisions amounting to
EUR19,328,392.98. These represent the best estimate of the Executive Board for expected credit
losses in the loan portfolio at the reporting date.
The measurement of loans and advances to customers is based on the provisions of IFRS 9. The
determination of the amount of loan loss provisions is highly based on the stage allocation and its
material assumptions used to assess significant increase in default risk (Stage 2) or default events
(objective evidence of impairment - Stage 3).
Loan loss provisions are calculated using the discounted cash flow method. The expected cash
flows are estimated as well as the expected proceeds from the collateral exploitation. Estimates
are made for loan receivables that have already defaulted on an individual basis (individual loan
loss provisions) or for loan receivables for which no default event has yet been identified, based
on a collective assessment (portfolio loan loss provisions).
In this regard, we refer to the comments of the Management Board in section "B. Reporting and
Valuation Methods" and "C.I.3. Loans and Advances to Credit Institutions and to Customers" in
the notes of the financial statements.
The determination of the amount of loan loss provisions is subject to considerable discretion due
to the assumptions and estimates made. Therefore, we have identified this area as a key audit
matter.
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How we addressed the matter in the context of the audit:
In order to assess the appropriateness of the loan loss provisions made, we have examined the
main processes and models in credit risk management, with special reference to the provisions of
IFRS 9.
In particular, we have evaluated the processes and models for the stage allocation designed by the
Company and its material assumptions for assessing significant increase in default risk or default
events, in order to assess whether these processes and models used are suitable for the identification of significant increase in default risks or default events and the requirement of loan loss provisions.
We have identified the essential controls on loan origination, ongoing monitoring and the early detection process.
Based on a selection of loan receivables that have been already defaulted, we have checked
whether the specific loan loss provisions have been sufficiently accounted for. For these loans, we
have critically assessed the estimates made by Management Board regarding future cash flows
that are expected to come from repayments and collateral.
We have examined a sample of loans not identified as defaulted to determine whether significant
increases in default risk have been fully identified or whether loss events have not occurred and
adequate allowances have been accounted for.
When examining portfolio risk provision for Stage 1 and Stage 2, we have assessed the valuation
models and parameters used to determine whether they are suitable for the determination of appropriate provisions. We have also examined the data quality of the underlying data base and evaluated the mathematical correctness of the risk provision.
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Responsibilities of Management and of the Audit Committee for the Financial Statements
Management is responsible for the preparation of the financial statements in accordance with
Austrian Generally Accepted Accounting Principles and banking regulatory requirements, for
them to present a true and fair view of the assets, the financial position and the financial
performance of the Company and for such internal controls as management determines are necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.
The Audit Committee is responsible for overseeing the Company's financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with the EU regulation and in accordance
with Austrian Standards on Auditing, which require the application of ISA, always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.
As part of an audit in accordance with the EU regulation and in accordance with Austrian Standards on Auditing, which require the application of ISA, we exercise professional judgment and
maintain professional scepticism throughout the audit.
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We also:


identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.
 obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control.
 evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
 conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention
in our auditor’s report to the related disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or conditions may cause the Company to cease to continue as a going concern.
 evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.
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We communicate with the Audit Committee regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.
From the matters communicated with the Audit Committee, we determine those matters that
were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.
Comments on the Management Report
Pursuant to Austrian Generally Accepted Accounting Principles, the management report is to be
audited as to whether it is consistent with the financial statements and as to whether the management report was prepared in accordance with the applicable legal regulations.
Management is responsible for the preparation of the management report in accordance with Austrian Generally Accepted Accounting Principles and banking regulatory requirements.
We conducted our audit in accordance with Austrian Standards on Auditing for the audit of the
management report.
Opinion
In our opinion, the management report for the Company was prepared in accordance with the
valid legal requirements and is consistent with the financial statements.
Statement
Based on the findings during the audit of the financial statements and due to the thus obtained
understanding concerning the Company and its circumstances no material misstatements in the
management report came to our attention.
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Additional information in accordance with Article 10 EU regulation
We were elected as auditor by the extraordinary general meeting at December 18, 2018. We were
appointed by the Supervisory Board on December 18, 2018. We have been the auditors without
cease since 2012.
We confirm that the audit opinion in the Section "Report on the financial statements" is consistent
with the additional report to the audit committee referred to in Article 11 of the EU regulation.
We declare that no prohibited non-audit services (article 5 par. 1 of the EU regulation) were provided by us and that we remained independent of the audited company in conducting the audit.
Vienna, February 28, 2020
Ernst & Young
Wirtschaftsprüfungsgesellschaft m.b.H.

Mag. Wolfgang Tobisch mp
Wirtschaftsprüfer / Certified Public Accountant

Mag. Andrea Stippl mp
Wirtschaftsprüferin / Certified Public Accountant

__________
*) This report is a translation of the original report in German, which is solely valid. Publication or sharing with third parties of the
financial statements together with our auditor's opinion is only allowed if the financial statements and the management report are
identical with the German audited version. This audit opinion is only applicable to the German and complete financial statements
with the management report. Section 281 paragraph 2 UGB (Austrian Company Code) applies to alternated versions.
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Balance Sheet
Assets

31.12.2019
EUR
648,679,500.29

31.12.2018
EUR thousand
767,923

162,908,613.94

282,266
282,266
4,990

452,247,992.97
74,236,144.88

485,030
135,037

378,011,848.09

349,993

EUR
1.
2.

3.

Cash in hand, balances with Central Banks
Treasury bills and other bills eligible for refinancing with
Central Banks
a) Treasury bills and similar securities
thereof interest accruals
Loans and Advances to Credit Institutions
a) repayable on demand
b) other loans and advances

4.
5.

6.
7.

thereof interest accruals
Loans and Advances to Customers
thereof interest accruals
Bonds and other fixed income securities
b) from other issuers
thereof interest accruals
Participating Interests
thereof: in credit institutions

8.

Shares in Affiliated Companies
thereof: in credit institutions
Intangible Fixed Assets

9.
10.
11.

Tangible Assets
Other Assets
Deferred Expenses

1.

162,908,613.94
2,111,519.83

692,908.68
887,943,387.97
3,127,276.52
42,896,425.15
42,896,425.15
699,706.46
1,022,228.01
0.00
970,194,843.29

802
1,000,009
2,308
110,303
110,303
1,144
1,022
0

5,846,677.90

968,572
966,337
4,151

4,010,544.46
6,385,398.88
1,589,710.35

3,363
4,716
1,904

Total Assets

3,183,725,323.21

3,629,259

Off Balance Sheet Items
Foreign Assets

31.12.2019
2,286,192,989.04

31.12.2018
2,450,990

967,959,843.29
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Liabilities and Equity
EUR
1.

2.

Liabilities to Credit Institutions
a) repayable on demand
b) with agreed maturity dates or periods of notice

31.12.2019
EUR
779,532,281.85

31,736,410.95
747,795,870.90
4,315.67

31.12.2018
EUR thousand
1,078,409
38,958
1,039,451

thereof interest accruals
Liabilities to Customers (non-banks)
a) other liabilities hereof
aa) repayable on demand

848,545,984.47
553,176,273.73

16
954,569
954,569
614,234

bb) with agreed maturity dates or periods of notice
thereof interest accruals

295,369,710.74
515.22

340,335
0

848,545,984.47

3.

Other Liabilities

15,059,915.58

12,303

4.
5.

Accruals and deferred income
Provisions
a) Provisions for severance payments
b) Provision for taxes

2,774,973.00
23,986,651.34
1,899,707.00
3,194,816.82

5,376
37,467
2,003
3,169

18,892,127.52

32,295

6.
7.
8.

9.

b) Other provisions
Subordinated Capital Instruments pursuant to part 2 title 1
chapter 4 of CRR No 575/2013
thereof interest accruals
Share Capital
Capital Reserves
a) Committed
b) Uncommitted

326,194,913.20
1,194,913.20
389,032,300.00

326,223
1,223
389,032

1,682,903,871.71

1,682,904
1,584,583
98,321

709,669.27

1,584,583,267.09
98,320,604.62

10.

Retained Earnings
a) Statutory Reserves
b) Other Reserves
Liability Reserve pursuant to Article 57 para. 5 BWG

59,813,933.92

710
709
1
59,814

11.
12.

Net Loss
Deferred Investment Grants

–945,564,603.06
735,431.93

–918,483
935

Total Liabilities and Equity

3,183,725,323.21

3,629,259

31.12.2019

31.12.2018

173,290,468.20
171,684,174.37
32,032,620.01

344,855
341,478
223,951

Eligible Capital pursuant to part 2 of CRR No 575/2013
thereof: subordinated capital instruments pursuant to part 2
title 1 chapter 4 of CRR No 575/2013
Capital Requirement pursuant to Article 92 of CRR Nr
575/2013
thereof: capital requirement pursuant to Art 92 Para 1 lit a
to c of CRR No 575/2013
Hard Core Capital Ratio
Core Capital Ratio
Total Capital Ratio

1,467,842,049.44

1,534,822

286,795,292.83

325,000

2,521,616,420.58

2,819,512

46.84%
46.84%
58.21%

42.91%
42.91%
54.44%

Foreign Liabilities

1,828,994,566.67

1,990,001

709,146.69
522.58

Off Balance Sheet Items
1.
2.
3.

4.

5.

Contingent Liabilities
hereof: guarantees and assets pledged as collateral security
Credit Risks
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Profit and Loss
Interest receivable and similar income

31.12.2019
EUR
47,064,941.04

31.12.2018
EUR thousand
86,579

2.

Interest payable and similar expenses

–25,634,687.03

–34,512

I.

NET INTEREST INCOME

21,430,254.01

52,067

3.

10,000.00

4.
5.

Income from securities and participations
a) Income from participations
Commission income
Commission expenses

10,948,836.82
–7,081,753.59

0
0
18,051
–15,989

6.
7.

Net profit or net loss on financial operations
Other operating income

359,646.23
10,673,003.69

–203
13,107

II.

OPERATING INCOME

36,339,987.16

67,032

8.

General administrative expenses
a) Staff costs
aa) Wages and salaries

–73,198,026.47
–28,368,329.99

–71,338
–40,326
–31,899

–5,881,556.13
–1,012,031.58
–923,053.09

–5,851
–994
–1,035

EUR
1.

EUR

10,000.00

–36,990,221.86

bb) Expenses for statutory social contributions and
compulsory contributions related to wages and
salaries
cc) Other social expenses
dd) Expenses for pensions and assistance

9.
10.

ee) Expenses for severance payments and
contributions to severance and retirement funds
b) Other administrative expenses
Value adjustments in respect of asset items 8 and 9
Other operating expenses

III.

–2,019,332.73
–3,003,064.63

–548
–31,012
–2,298
–5,463

OPERATING EXPENSES

–78,220,423.83

–79,099

IV.

OPERATING RESULT

–41,880,436.67

–12,067

11.

Value adjustments in respect of loans and advances
and provisions for contingent liabilities and
commitments
Value re-adjustments in respect of loans and advances
and provisions for contingent liabilities and
commitments
Value adjustments in respect of transferable securities
held as financial fixed assets, participating interest and
shares in affiliated undertakings
Value re-adjustments in respect of transferable
securities held as financial fixed assets, participating
interest and shares in affiliated undertakings

–12,170,343.53

–49,477

27,047,670.18

15,267

0.00

–8,797

12.

13.

14.

V.

LOSS / PROFIT ON ORDINARY ACTIVITIES

15.
16.

Tax on profit or loss
Other taxes not reported under item 14

VI.

LOSS FOR THE YEAR AFTER TAX

–805,251.07
–36,207,804.61

1,622,608.07

0

–25,380,501.94

–55,073

–314,341.50
–1,386,795.18

206
–1,300

–27,081,638.62

–56,168

17.

Loss carried forward

–918,482,964.43

–862,315

VII.

NET LOSS

–945,564,603.06

–918,483
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Notes for the Fiscal Year 2019
A. General Notes
The Bank has its registered office at Schwarzenbergplatz 3, 1010 Vienna/Austria and operates under a full
banking license issued by the Financial Market Authority in Austria on 22 May 2013. Furthermore, it acts as
the holding company of subsidiaries located in Central and Eastern Europe providing banking services to
private and corporate clients.
The Bank is a commercial bank established in 1997 as Volksbank International AG. On 15th February 2012
the Bank was acquired by Open Joint Stock Commercial Bank Sberbank of Russia (the “Shareholder”),
which is the ultimate parent of SBAG. The change in ownership was recorded in the commercial register on
29th February 2012. On 1 November 2012, Volksbank International AG was renamed Sberbank Europe AG .

The Company is entered in the Commercial Register of the Commercial Court of Vienna under number
161285 i.

After having been ranked by the European Central Bank (ECB) as a significant credit institution due to its
considerable cross-border operations by resolution of 1 September 2014, the ECB took over direct
supervision of Sberbank Europe AG and its subsidiaries in the participating member states Sberbank banka
d.d. (Slovenia) starting 4 November 2014.
Sberbank Europe prepares the consolidated financial statements of the Austrian based Group and Sberbank
of Russia prepares the consolidated financial statements of the ultimate parent group. The consolidated
financial statements of Sberbank Europe Group are submitted to the Commercial Court in Vienna. The
consolidated financial statements of the ultimate parent group are filed with the Central Bank of the Russian
Federation.
As at 31 December 2018, SBAG maintains a trading book and meets all regulatory requirements. Starting
with the financial year 2019 transactions were performed in the trading book.
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B. Reporting and Valuation Methods
The annual financial statements as of 31 December 2019 were prepared according to the applicable legal
requirements of the Austrian Banking Act (BWG) and the Austrian Commercial Code (UGB).
The previous form of presentation was substantially maintained.
The financial statements were prepared in compliance with generally accepted accounting principles and the
general standard which requires an accurate reflection of the net assets, financial and earnings position of
the Bank.
The principle of completeness was followed in preparing the financial statements.
The principle of individual valuation was followed and the continued operation of the company as a going
concern was assumed in the valuation of the individual assets and liabilities.
The principle of prudence was accounted for by recognizing only those profits realized as of the reporting
date and all identifiable risks and impending losses were taken into account.
Receivables from banks and other receivables and also receivables from customers were measured as
current assets according to the regulations of § 207 UGB.
The Financial Market Authority (FMA) and the Austrian Financial Reporting and Auditing Committee
(AFRAC) published a joint position paper regarding the subsequent valuation for banks on 20 September
2017. The recommendation contains clarifications regarding the valuation of credit claims according to the
UGB and BWG as amended by RÄG 2014.
On this basis, Sberbank Europe AG decided to apply the IFRS 9 model also under company law with 1
January 2018. The IFRS 9 methods to estimate the necessary impairment level is applied for all stages. The
12-month expected credit loss method of IFRS 9 has been applied to exposures that have not yet
experienced material impairment deterioration (Stage 1) ". For loans where the default risk has increased
significantly, portfolio loan loss provisions have been applied on the basis of the lifetime expected credit loss
(Stage 2). Lifetime expected credit loss in Stage 3 includes specific allowances. Provisions for off-balancesheet items were calculated using the same method.
Outstanding foreign currency amounts are converted at the ECB exchange rate as of the reporting date.
Movements denominated in foreign currency during the reporting period – that affect profit or loss account are converted at the ECB exchange rate at the date of settlement. Movements during the reporting period
that affect balance sheet positions are recorded in the original currency and are translated to the reporting
currency using the prevailing ECB exchange rate.
Securities dedicated to financial assets are valued according to the moderate lower of cost or market
principle. Extraordinary write-downs are recognized on long-term impairments of fixed asset securities.
Unless there are indications of permanent impairment, no extraordinary depreciation is applied.
Indications for a non-permanent impairment include, in particular, securities with a long-term intention to
hold, fluctuations in market volatility and interest-rate fluctuations. If an extraordinary write-down is carried
out on a fixed asset security and if in a later financial year it turns out that the reasons for the impairment no
longer apply, the amount of the write-down is reversed in the amount of the increase in value. In the case of
fixed asset securities acquired above par, the premium is depreciated pro rata temporis pursuant to § 56 (2)
BWG. In the case of securities held as financial assets, which are acquired under par, a pro rata write-up is
made in accordance with section 56 (3) BWG.
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Marketable securities dedicated to trading are carried at market value. Derivatives which are held in the trading
book are measured by applying the market value on the balance sheet date with differences accounted for in
the statement of profit and loss.
Recognition of shareholdings, shares in affiliated companies and other share rights is carried out at cost and
subsequently measured at the lower of cost or market principle. Sberbank Europe AG (SBAG) performs an
annual impairment test as of the reporting date, although an impairment test is also carried out during the
year if there is reason to believe that an impairment may exist. The method used is based on IAS 36. For all
cash-generating units (each subsidiary as legally independent unit) an impairment test is carried out in order
to check the existing shareholding assets value. The value of the Bank's assets is determined on the basis of
a discounted cash flow method which is based on the distributable earnings of Sberbank Europe's subsidiary
banks using medium-term planning. A 3-phase-model is in place for this. In the first phase, the earnings from
the medium-term planning until the year 2023 are subjected to country-specific discounts. In the second
phase, the earnings until the year 2024 are derived through interpolation of earnings based on the required
capital. The required capital is derived from the RWA assessment and a target TCR ratio while also
considering Tier II requirements and prudential filters. The third phase (perpetual annuity from 2025) is
calculated based on profit after taxes of the last year of the second phase and discounted. According to the
principles followed above, the entity's value is compared to the book value of the respective shareholding
and subsequently undergoes a depreciation test 1.
Measurement of tangible and intangible fixed assets was done at cost less scheduled depreciation. The
depreciation of tangible and intangible fixed assets is carried out using the linear method.
The Bank defines the useful lives of tangible fixed assets as follows:







Laptops and docking stations: 5 years (2018: 4 years)
Monitors and servers: 6 years (2018: 4 years)
Other hardware: 4 years (2018: 4 years)
Office furniture and equipment (e.g. chairs, tables, desktop phones): 5 years (2018: 5 years)
Office furniture and equipment (e.g. movable walls and kitchen installations): 10 years (2018: 10 years)
Cars (owned, operating leases not included): 4 years (2018: 4 years)

The Banks specifies the useful lives of intangible fixed assets as follows:













Licenses and software: 4 years (2018: 4 years)
Core banking system: 12 years (2018: 12 years)
Svenson: 12 years (2018: 12 years)
AT Data Pool: 12 years (2018: 12 years)
Zeb Control Data Cleansing: 6 years (2018: 12 years)
Zeb Control Impairment Tool: 6 years (2018: 6 years)
Treasury Back Office: 6 years (2018: 6 years)
BMD-FIBU system: 10 years (2018: 4 years)
FlexFinance system: 7 years (2018: 4 years)
Murex: 6 years (2018: 4 years)
SAP Sybase Power Designer Dataarch/RECSBL: 6 years (2018: 6 years)
Informatica DQ tool: 6 years (2018: 4 years)

1

Investments in subsidiaries shall be initially recognized at cost (§ 203 UGB) and written down in case of impairment (§ 204 (2) UGB).
According to AFRAC Stellungnahme 24 on Beteiligungsbewertung (UGB) Rz 14 the liquidation value forms a potential floor for the
valuation. To determine the equity as liquidation value is a generally accepted practice and therefore also SBAT only writes down in
UGB till equity (or previously existing book values).
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Aseba AML Solution License: 6 years (2018: 4 years)
GarliQ: 6 years (2018: 4 years)
LOXON Solutions: 6 years (2018: 4 years)
Hitachi email archive: 5 years (2018: 4 years)

The banks specifies the useful lives of intangible fixed assets as 4 year generally for licenses and software.
For the core banking systems and its satellite a useful life of 12 years was determined with specific useful
lives determined for significant software used by the Bank between 5 and 12 years.
Experience from the past showed that an adjustment of the useful life was necessary in 2019.
For assets acquired in the first half of the fiscal year, the full annual depreciation amount is written down,
while for assets purchased in the second half of the fiscal year, half of the annual depreciation amount is
written down.
Liabilities are carried at their repayment amount in compliance with the principle of prudence.
Based on the AFRAC (Austrian Financial Reporting and Auditing Committee) opinion on severance
provisions, a harmonization of the calculation methods with regard to UGB and IFRS was carried out in 2016
and the IAS 19 International Accounting Standard was also followed since then in the UGB. According to
generally accepted actuarial principles, the present value of the "defined benefit obligation" and the expected
"current service cost" of the following year have now been determined for each obligation in accordance with
the projected unit credit method ("projected unit credit method"). An interest rate for accounting purposes of
1.005% was used (31.12.2018: 2.005%). A retirement age of 60 years for women and 65 years for men was
assumed. Salary raises of 2.2% are assumed (previous year: 3.50%). The latest Austrian pension insurance
table AVÖ 2018-P of the Actuarial Association of Austria was used as a basis of calculation (31.12.2018:
AVÖ 2018-P). The main drivers for the fluctuation in 2019 are the decrease of interest rate and the decrease
of employees. The fluctuation rate is 15%. The rate is linearly reduced to zero from age 50 to age 55,
depending on age. In 2018 the values were applied in the same way.
Under other provisions, in compliance with the principle of prudence, all identifiable risks at the time of
preparation of the balance sheet as well as liabilities for which the amount and reason were uncertain were
taken into account with the amounts required in accordance with the principles of prudent commercial
appraisal.
The nominal values of off-balance sheet transactions are recognized in the items below the balance sheet.
Provisions were created for these in case of impending utilization.
The market values of derivative financial instruments (foreign exchange derivatives) are checked regularly. In
case of a negative market value, other liability is recorded while in case of a positive market value it is shown
as other receivable. As of 31 December 2018, Sberbank Europe AG had a license to perform activities within
the trading booking and fulfils the related regulatory requirements. Trading book activities regarding
derivatives have first been entered into by the Bank in 2019.
Provisions due in more than one year are stated at their discounted settlement amount. The relevant items
with a maturity of more than one year were discounted with a discount rate of 3.5 %.
Deferred tax assets and liabilities are recognized, when there are temporary differences between the
carrying amounts of the assets and the liabilities in the balance sheet according to the Austrian Commercial
Code (UGB) in comparison to the values according to the tax regulations. There is also an option for
deferred tax assets on tax loss carried forward. Deferred tax assets are not considered, as no taxable return
is expected in the planning horizon to recognize deferred tax assets as a deduction of future taxes.
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C. Notes on the Financial Statements
I. Notes on the individual Balance Sheet items
1. Balances at Central Banks
Balances at Central Banks in the amount of EUR 648,679,431.17 (31.12.2018: EUR 767,923 thousand)
mainly refer to a balance payable on demand at the Austrian National Bank in the amount of EUR
636,862,832.39 (31.12.2018: EUR 753,596 thousand) and the minimum reserve kept with the Austrian
National Bank in the amount of EUR 6,186,702.14 (31.12.2018: EUR 7,793 thousand). Balances at Central
Banks include Stage 1 impairment in the amount of EUR 29,181.01 (31.12.2018: EUR 35 thousand).

2. Treasury bills and other bills eligible for refinancing with Central Banks
As of 31 December 2019, Sberbank Europe AG holds several government bonds approved for refinancing at
the Central Bank. They are capitalized in the financial assets at acquisition cost. Since the nominal value
exceeds the purchase price, the difference is released on a pro-rata basis to interest income.

Purchase Price

Nominal Value

31.12.2019
Remaining term < 1 year
Remaining term > 1 year

169,245,409.14
0.00

159,089,000.00
0.00

31.12.2018
Remaining term < 1 year
Remaining term > 1 year

268,346,589.98
28,581,811.25

247,148,000.00
26,262,000.00

The bonds are held until maturity.

3. Loans and Advances to Credit Institutions and to Customers
The gross amount of loans and advances to credit institutions amount to EUR 454,745,299.71 (31.12.2018:
EUR 486,721 thousand). The impairment is in the amount of EUR - 2,497,306.74 (31.12.2018: -1,691
thousand).

Gross book value loans to credit institutions
Loan loss provision

31.12.2019
in EUR
454,745,299.71
–2,497,306.74

31.12.2018
in EUR thousand
486,721
–1,691

Net book value loans to credit institutions

452,247,992.97

485,030

Loans and advances to customers in the gross amount of EUR 941,122,417.79 (31.12.2018: EUR 1,100,002
thousand) include receivables from affiliated companies in the amount of EUR 6,000,200.67 (31.12.2018:
EUR 7,001 thousand) as well as from external customers in the amount of EUR 935,122,217.12
(31.12.2018: EUR 1,093,002 thousand).
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31.12.2019

31.12.2018

Gross book value loans to customers
Specific loan loss provision
Portfolio risk provision loans to customers

in EUR
941,122,417.79
–33,850,636.84
–19,328,392.98

in EUR thousand
1,100,002
–66,565
–33,428

Loan loss provisions

–53,179,029.82

–99,993

Net book value loans to customers

887,943,387.97

1,000,009

4. Breakdown of Receivables and balances by maturity
From banks

31.12.2019
in EUR
74,236,144.88

31.12.2018
in EUR thousand
135,037

134,797,289.59
113,213,673.13
75,137,496.44
54,863,388.92

82,616
106,167
113,210
48,000

452,247,992.97

485,030

31.12.2019
in EUR
683,108.22
75,916,967.33
204,674,442.16
505,292,781.97

31.12.2018
in EUR thousand
548
72,815
238,086
557,604

repayable on demand
with a remaining term of up 3 months
with a remaining term of 3 months to 1 year
with a remaining term of 1 to 5 years
with a remaining term of more than 5 years

From customers
repayable on demand
with a remaining term of up 3 months
with a remaining term of 3 months to 1 year
with a remaining term of 1 to 5 years
with a remaining term of more than 5 years

101,376,088.30

130,957

887,943,387.97

1,000,009

5. Bonds and other fixed income securities
As of 31 December 2019, Sberbank Europe AG holds bonds with foreign banks. They are capitalized in the
financial assets at acquisition cost. Since the nominal value exceeds the purchase price, the difference is
released on a pro-rata basis to interest income.
Purchase Price

Nominal Value

31.12.2019
Remaining term < 1 year
Remaining term > 1 year
31.12.2018

42,485,577.92
0.00

42,165,000.00
0.00

Remaining term < 1 year
Remaining term > 1 year

71,916,859.29
37,912,110.80

71,330,000.00
37,665,000.00

The zero-coupon bonds are held until maturity.
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6. Shares in Affiliated Companies
The shares in affiliated companies recorded as assets according to § 189a letter 8 UGB are composed as of
31 December 2019 as follows (no shares in affiliated companies are listed on the stock exchange):

2019

Share in %

100.00

Equity
EUR thousand
363,785

Sberbank Magyarország Zrt., Hungary

98.93

141,895

7,123

Sberbank banka d.d., Slovenia
Sberbank d.d., Croatia
Sberbank BH d.d., Bosnia-Herzegovina

99.99
100.00
100.00

183,011
162,617
94,613

10,412
10,108
5,412

Sberbank a.d. Banja Luka, Bosnia-Herzegovina
Sberbank Srbija a.d. Beograd, Serbia
SBAG-IT Service GmbH (previous BEVO-Holding
GmbH), Vienna

99.64
100.00

68,290
215,186

3,552
2,597

100.00

2,076

202

Share in %

Profit/Loss 2018
EUR thousand
14,663
4,334
8,183
9,163

Sberbank CZ, a.s., Czech Republik

2018

Profit/Loss 2019
EUR thousand
20,988

Sberbank CZ, a.s., Czech Republik
Sberbank Magyarország Zrt., Hungary
Sberbank banka d.d., Slovenia
Sberbank d.d., Croatia

100.00
98.93
99.99
100.00

Equity
EUR thousand
338,314
138,881
172,590
151,451

Sberbank BH d.d., Bosnia-Herzegovina
Sberbank a.d. Banja Luka, Bosnia-Herzegovina
Sberbank Srbija a.d. Beograd, Serbia

100.00
99.64
100.00

89,035
64,363
208,879

3,654
1,933
11,082

BEVO-Holding GmbH, Vienna
Garay Center Kft

100.00
100.00

2,224
326

–3
–26

Appreciation on participation value of Sberbank banka d.d., Slovenia, in the amount of EUR 1,622,608.07
was carried out in the financial year 2019 (2018: Impairment for participation Sberbank d.d., Croatia, in the
amount of EUR 8,796.78 thousand) as a result of the annual impairment test carried out by the Bank.
In 2019 BEVO-Holding GmbH was renamed to SBAG-IT Service GmbH and Garay Center Kft was
liquidated.
The composition and development of asset items are presented in the schedule of movements in fixed
assets.
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7. Breakdown of Receivables from affiliated companies

Loans and Advances to Credit Institutions

31.12.2019
in EUR
299,555,728.08

31.12.2018
in EUR thousand
141,352

of which subordinated loans
Receivables from customers
Other Assets

133,815,105.93
6,000,200.67
2,380,327.28

134,776
7,001
1,581

307,936,256.03

149,933

Receivables from affiliated companies to banks in the amount of EUR 299,555,728.08 (31.12.2018: EUR
141,352 thousand) consist of balances at foreign subsidiaries and foreign parent company, loans and
advances to foreign subsidiaries and foreign parent company and their corresponding interest accruals.
Loans granted to foreign affiliated companies in the amount of EUR 134,328,224.70 (31.12.2018: EUR
137,377 thousand) include supranational financing in the amount of EUR 513,118.77 (31.12.2018: EUR
2,601 thousand) to Sberbank d.d. in the amount of EUR 172,864.73 (31.12.2018: EUR 867 thousand), to
Sberbank a.d. Banja Luka in the amount of EUR 340,254.04 (31.12.2018: EUR 1,734 thousand) as well as
subordinated loans in the amount of EUR 133,815,105.93 (31.12.2018: EUR 134,776 thousand) to Sberbank
banka d.d. in the amount of EUR 51,881,247.76 (31.12.2018: EUR 52,020 thousand), to Sberbank
Magyarország Zrt in the amount of EUR 28,105,743.51 (31.12.2018: EUR 28,186 thousand), to Sberbank
Srbija a.d. in the amount of EUR 14,942,217.05 (31.12.2018: EUR 15,009 thousand), to Sberbank BH d.d. in
the amount of EUR 4,947,763.37 (31.12.2018: EUR 12,547 thousand), Sberbank d.d., Croatia of EUR
26,954,042.53 (31.12.2018: EUR 20,011 thousand) and to Sberbank CZ, a.s., in the amount of EUR
6,984,091.70 (31.12.2018: EUR 7,003 thousand)
Other assets in the amount of EUR 2,380,327.28 (31.12.2018: EUR 1,581 thousand) mainly result from reinvoicing of management and personnel services, re-invoicing of consulting services to foreign subsidiaries
as well as payables arising from drawn guarantees.

8. Other Assets
Positive market value of derivatives
Receivables from affiliated companies
Withholding of foreign income for posted employees
Receivables from Personnel
Receivables from tax authorities
Non-recourse-factoring-transactions
Other receivables

31.12.2019
in EUR
977,702.48
2,380,327.28
886,371.27

31.12.2018
in EUR thousand
433
2,041
850

108,336.36

163

7,116.43
1,115,690.76
909,854.30

7
0
1,221

6,385,398.88

4,716

Other assets in the amount of EUR 1,406,492.34 (31.12.2018: EUR 972 thousand) have a remaining term of
more than one year.

non-binding electronic copy

Sberbank Europe AG

Notes/9

Other assets include earnings in the amount of EUR 4,375,665.99 (31.12.2018: EUR 4,488 thousand), which
will become cash-effective after the reporting date. Here are receivables arising from the re-invoicing of
management and personnel services as well as other receivables.
Receivables from affiliated companies include payment demands in the amount of EUR 1,073,728.72
(31.12.2018: EUR 607 thousand). The Stage 1 impairment amounts to EUR 896.61 (31.12.2018: EUR 0
thousand).
The Bank has entered into non-recourse factoring transactions for the first time in 2019, which is presented
among other receivables in the amount of EUR 1,115,690.76 (31.12.2018: EUR 0 thousand). The amount
includes Stage 1 impairment amounting to EUR 37,285.89 (31.12.2018: EUR 0 thousand).
The remaining impairment for the position other assets amounts to EUR 336,279.44 (31.12.2018: EUR 122
thousand).

9. Deferred expenses
The accrued items amounting to EUR 1,589,710.35 (31.12.2018: EUR 1,904 thousand) are related to
salaries in the amount of EUR 905,465.82 already paid out for January 2019 as well as accrued commission
fees and other accruals in the amount of EUR 684,244.53.

10. Deferred tax assets
In 2019 as well as in 2018, no deferred tax asset or liability is booked as the business plan does not support
any deferred tax recognition from future profitability perspective.
Due to the estimated tax loss carried forward of EUR 487,809,643.76 (31.12.2018: EUR 453,921 thousand)
with a tax rate of currently 25%, a maximum amount of up to EUR 121,952,410.94 (31.12.2018: EUR
113,480 thousand) would be recognizable. The deferred taxes from temporary differences would lead to an
active net asset of EUR 7,546,443.92 (31.12.2018 EUR 12,682 thousand), but are not recognized, as no
taxable return is expected in the planning horizon to recognize deferred tax assets as a deduction of future
taxes payable.
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11. Breakdown of Liabilities
to banks

31.12.2019
in EUR
31,736,410.95

31.12.2018
in EUR thousand
38,958

479,969,059.98
264,655,753.65
3,171,057.28
0.00

329,880
100,000
609,571
0

779,532,281.85

1,078,409

repayable on demand

31.12.2019
in EUR
553,176,273.73

31.12.2018
in EUR thousand
614,234

with a remaining term of up 3 months
with a remaining term of 3 months to 1 year
with a remaining term of 1 to 5 years

75,673,952.57
91,479,346.49
121,519,718.39

67,237
166,548
106,549

repayable on demand
with a remaining term of up 3 months
with a remaining term of 3 months to 1 year
with a remaining term of 1 to 5 years
with a remaining term of more than 5 years

to customers

with a remaining term of more than 5 years

6,696,693.29

0

848,545,984.47

954,569

Sberbank Europe AG provides banking services to German customers through its German branch through
online banking (only EUR). As a direct bank, the German branch offers sight deposits and term deposits with
terms going up to 5 years. As of 31 December 2019, the liabilities to customers can be split as following:

31.12.2019
in EUR
75,543,864.94

31.12.2018
in EUR thousand
67,347

54,189,991.25

7,860

477,632,408.79
241,179,719.49

546,887
332,474

Corporates
sight deposits
term deposits
SME & Private Individuals
sight deposits
term deposits
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12. Other Liabilities
Other liabilities break down as follows:

Liabilities from guarantees
Tax and contribution liabilities
Liabilities from EDP services

31.12.2019
in EUR
783,938.27
1,041,260.91
7,368,437.68

31.12.2018
in EUR thousand
616
1,336
1,566

Negative market value of derivatives
Liabilities from legal and consulting services
Withholding of foreign income for posted employees

759,634.72
502,250.17
1,400,186.92

3,149
252
1,400

Liabilities to affiliated companies
Liabilities payroll
other items

68,575.66

415

2,343,694.19
791,937.06

2,118
1,451

15,059,915.58

12,303

Other liabilities include expenses in the amount of EUR 12,900,093.94 (31.12.2018: EUR 7,754 thousand)
that only become cash effective after the balance sheet date.
Liabilities in the amount of EUR 13,659,728.66 (31.12.2018: EUR 10,903 thousand) have remaining terms
up to one year.

13. Provisions
Other provisions include provisions for unused holidays and overtime performed, for auditing expenses for
off balance sheet items according IFRS 9 and not yet invoiced third-party services amounting to EUR
18,892,127.52 (31.12.2018: EUR 32.295 thousand).

Other provisions break down as follows:

Provisions for other personnel costs
Provisions for not yet invoiced third-party services

31.12.2019
in EUR
8,366,247.26
2,046,842.08

31.12.2018
in EUR thousand
9,450
2,581

Provision for off-balance sheet items
Provisions for unused holidays
Provisions for auditing costs
Provision for onerous contracts

6,296,646.39
1,838,240.80
290,480.00
53,670.99

17,951
1,883
325
105

18,892,127.52

32,295
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14. Breakdown of Liabilities to affiliated companies

Liabilities to Credit Institutions

31.12.2019
in EUR
328,158,354.21

31.12.2018
in EUR thousand
174,486

Other Liabilities
Liabilities to affiliated companies

918,852.11
329,077,206.32

959
175,445

Liabilities to affiliated companies in the amount of EUR 329,077,206.32 (31.12.2018: EUR 175,445
thousand) exist to Sberbank of Russia, Sberbank CZ, a.s., Sberbank d.d., Sberbank Srbija a.d., Sberbank
banka d.d., Sberbank a.d. Banja Luka, Sberbank BH d.d. as well as Sberbank Magyarország Zrt.
Subordinated capital instruments received from Sberbank of Russia is displayed in a separate balance sheet
position.

15. Subordinated capital instruments pursuant to part 2 title 1 chapter 4 of CRR No
575/2013
The position of subordinated capital instruments amounting to EUR 326,194,913.20 (31.12.2018: EUR
326,223 thousand) includes the subordinated capital instruments received from the owner Sberbank of
Russia.
The individual maturities and interest rates break down as follows:
Tranche
175,000,000.00
100,000,000.00
50,000,000.00

Currency
EUR
EUR
EUR

Maturity
05.03.2024
31.07.2024
28.11.2024

3.40%
3.80%
4.95%

Interest Rate
+ EURIBOR3M
+ EURIBOR3M
+ EURIBOR3M

The interest accrual as of 31 December 2019 amounts to EUR 1,194,913.20 (31.12.2018: EUR 1,223
thousand).

16. Capital Reserves
Since the appropriate capital reserves meet the requirements of § 229 Para. 6 UGB, an allocation to the
statutory reserves was not required in the fiscal year 2019.
The non-restricted capital reserves amount to EUR 98,320,604.62 (31.12.2018: EUR 98,321 thousand).
The restricted capital reserves amount to EUR 1,584,583,267.09 (31.12.2018: EUR 1,584,583 thousand).
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17. Deferred income relating to investment grants
in EUR
Deferred Investment Grants

as of
01.01.2019
935,388.41

Allocation

Release

0

199,956.48

as of
31.12.2019
735,431.93

The deferred income relates to investment grants concerning a construction cost subsidy which will be
released proportionally over the anticipated useful life of 10 years for office furniture and equipment.

18. Contingent Liabilities, Credit Risks and Assets pledged

Guarantees for customers in Eastern Europe and Cyprus
Guarantees for subsidiary banks and others
Letters of credit
Contingent Liabilities

31.12.2019
in EUR
132,117,017.85
39,567,156.52

31.12.2018
in EUR thousand
296,525
44,953

1,606,293.83

3,377

173,290,468.20

344,855

The position guarantees for subsidiary banks includes guarantees for Sberbank Srbija a.d., Sberbank CZ,
a.s., Sberbank banka d.d., Sberbank BH d.d. and Sberbank Magyarország Zrt. Following counter guarantees
in the amount of EUR 5,570,131.05 (31.12.2018: EUR 9,137 thousand) received from Sberbank of Russia
are existing. In 2019, provisions for off-balance sheet risks in the amount of EUR 6,296,646.39 were formed
on the basis of IFRS 9 (31.12.2018: EUR 17,951 thousand). Provisions are recognized under other
provisions and include provisions for guarantees, framework agreements and letters of credit.
Credit risks in the amount of EUR 32,032,620.01 (31.12.2018: EUR 223,951 thousand) result basically from
granted credit lines to foreign subsidiaries in the amount of EUR 30,000,000.00 as well as credit lines
granted to customers..
The following assets are pledged as collaterals against the following liabilities:
31.12.2019
in EUR
1,000,000.00
420,000.00

31.12.2018
in EUR
thousand
1,000
3,108

15,049,848.31
4,500,000.00

53,000
242,498

758,575.23
15,000,000.00

3,149
278,000

Cash
Margin Calls
Loans and Advances to Customers
Bonds
corresponding liabilities:
Negative market value of derivatives
Liabilities to banks (with agreed maturity)

non-binding electronic copy

Sberbank Europe AG

Notes/14

II. Notes on the Profit and Loss Statement
1. Net Interest income
Interest income (including interest similar income) amounting to EUR 46,340,558.16 (2018: EUR 86,579
thousand) mainly arises from lending business as well as money market transactions. The decreased credit
portfolio and lower interest rates led to a proportional decrease in interest income.
Interest-similar income in the amount of EUR 724,382.88 (2018: EUR 694 thousand) results mainly from
commitment commissions for unused loan commitments in Eastern Europe.
Interest expenses amounting to EUR 25,634,687.03 (2018: EUR 34,512 thousand) results primarily from
liabilities to banks EUR 5,986,240.45 (2018: EUR 8,708 thousand) and from subordinated capital
instruments in the amount of EUR 11,245,697.22 (2018: EUR 11,330 thousand), as well as from interest
expenses for liabilities to customers of EUR 4,397,020.70 (2018: EUR 9,639 thousand).

2. Income from securities and participations
During the year 2019 Sberbank Europe AG received dividends from participations in the amount of EUR
10,000.00 (2018: EUR 0 thousand).

3. Net commission income
Income from commissions in the amount of EUR 10,948,836.82 (2018: EUR 18,051 thousand) mainly results
from lending operations, issued guarantees and granted credit lines.
Commission expenses in the amount of EUR 7,081,753.59 (2018: EUR 15,989 thousand) arise primarily
from lending operations and guarantee fees.

4. Other operating income
Other operating income in the amount of EUR 10,673,003.69 (2018: EUR 13,107 thousand) mainly results
from the re-invoicing of costs to subsidiaries (Central and Eastern Europe), income from payment demands,
income from liquidation of Garay Center Kft, as well as the release of other provisions.
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5. Administrative expenses
Expenses for the cash-effective statutory and voluntary severance payment are included with EUR
528,954.90 (2018: EUR 145 thousand), as well as expenses for contributions to the corporate pension fund
in the amount of EUR 370,317.60 (2018: EUR 403 thousand).
Material expenses break down as follows:

31.12.2019
in EUR
18,563,890.31
8,235,344.84
2,936,788.51

31.12.2018
in EUR
thousand
12,718
9,247
3,041

1,918,280.34
1,487,230.77
590,190.14

2,385
891
616

Expenses from previous periods

106,765.44

165

Training
Occupancy expenses, maintenance, business insurance
Telecommunication expenses

285,446.70
224,392.32
161,818.20

279
269
192

Other insurances
Events
Office materials, forms and literature
Advertisements

187,667.83
129,171.16
77,770.18
36,175.12

186
107
65
36

Material expenses for EDP
Auditing and consulting expenses
Rental and leasing expenses
Contributions to associations and organizations
Advertising and representation
Vehicle operating expenses and other travel expenses

Other administrative expenses

1,266,872.75

811

36,207,804.61

31,012

Aside from the running costs, the main drivers within the material expenses arise from external consultancy
expenses and costs related to projects for the further development of the business and compliance with
regulatory and accounting standards. Furthermore, fees for external consulting in connection with the ITrelated developments within Sberbank Europe AG are included in “Material expenses for EDP”. The
expenses for the resolution funds amounted to EUR 710,350.75 (2018: EUR 918.63 thousand).
The expenses towards the auditor are as following:
31.12.2019

Statutory audit of the financial statement (local and SBEU group)
Non Audit Service cost (NAS)
Other audit
Tax consultancy services
Other services
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in EUR
391,380.00
336,446.90
223,440.00
82,658.90

31.12.2018
in EUR
thousand
403
319
255
25

30,348.00
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6. Impairments and provisions
Due to the necessary provisions and in line with IFRS 9, the following impairment allowances are recorded in
2019:
For individual clients impairment allocation in the amount of EUR
7,119,241.28 (2018: EUR 25,170.60 thousand) was considered.
The impairment allocation for loans and advances in Stage 1 and Stage 2 amount to EUR 4,792,735.49 . In
the previous reporting period 2018, the impairment allocation for loans and advances in Stage 1 and Stage 2
was reported in the amount of EUR 8,375.10 thousand.
In 2019, the allocation for off-balance-sheet items have been accounted for in the amount of EUR 6,614.28
on the basis of IFRS 9. The allocation to provisions for off-balance-sheet items in 2018 had an impact of
EUR 15,799.10 thousand.

In 2019, allocation of impairment on other accounts receivables booked in the amount of EUR 214,466.59,
while in 2018 the impairment allocation impact on accounts receivables was EUR 132.61 thousand.
Furthermore in 2019, EUR 37,285.89 was recognized as allocation of impairment on factoring deals
introduced for the first time in 2019.
Income from the reversal:
Income from the reversal of loan loss provisions in 2019 amounts to EUR 27,047,670.18 and is primarily
attributable to the sale of loans and regular repayments of loans and receivables in line with the decreasing
loan portfolio. In 2018, income from reversal amounted to EUR 15,267.31 thousand and was primarily
attributable to the sale of loans.
Income from value adjustments on shares in affiliated companies:
The positive impairment result of EUR 1,622,608.07 (2018: negative impairment result in the amount of
EUR 8,796.78 thousand) results mainly from the revaluation of investments in affiliated companies.

7. Taxes
The expenses under the item Income Tax in the amount of EUR 314,341.50 (2018: income of EUR –206.12
thousand) result from withholding tax payments in the amount of EUR 147,436.78 (2018: EUR 31.78
thousand), the corporate tax in the amount of EUR 31,369.12 (2018: income of EUR –272.98 thousand) and
the trade tax in the amount of EUR 135,535.60 (2018: EUR 35.08 thousand).
Other taxes amount to EUR 1,386,795.18 (2018: EUR 1,300.23 thousand). This item includes mainly
expenses for the Banking Tax amounting to EUR 834,458.59 (2018: EUR 841.93 thousand) but also cost for
resolution fund and other taxes.
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III. Additional Information
1. Information pursuant to § 64 Para. 1 nos. 2 BWG
Total amount of assets as well as liabilities denominated in foreign currency:
Assets
Liabilities

EUR 148,041,519.98
EUR 80,767,833.38

2. Information regarding derivative financial instruments § 238 (1) Z 1 UGB
FX Swaps are concluded since 2014 in order to compensate the surplus of EUR excess liquidity in contrast
to USD. This surplus arose from USD lending operations with customers. The received USD FX Swaps were
necessary to meet the demand for USD-denominated loans. The FX Swaps were assessed in the books with
the respective forward rates. The market value of the contracted FX Swaps is the present value of both,
current and future, cash flows in EURO equivalent.
The FX Swaps were evaluated in the front-office system Murex which uses the mark-to-model approach by
discounting future cash flows.

31.12.2019

31.12.2018

in EUR
130,787,090.22

in EUR
thousand
139,963

977,702.48
759,634.72

433
3,149

FX Swaps
Nominal Value
positive market value
negative market value

In the annual financial statements as of 31 December 2019, FX swaps with positive and negative market
values are not offset and therefore recorded as other assets or other liabilities.

3. Information according to § 238 (1) Z 14 UGB
Obligations from the use of fixed assets not shown in the balance sheet (vehicle leasing and building rent) as
a result of contracts for the following fiscal year existing on the reporting date, amount to EUR 2,632,495.17
(31.12.2018: EUR 2,781 thousand) and EUR 13,976,041.67 for the next 5 years (31.12.2018: EUR 14,766
thousand).

4. Usage of the balance sheet loss
No dividend payment is proposed as there is a balance sheet loss as of 31 December 2019.
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D. Miscellaneous Information
The Bank's share capital amounts to EUR 389,032,300.00 (31.12.2018: EUR 389,032 thousand). It is
divided into 3,890,323 no-par-value ordinary bearer shares (31.12.2018: 3,890,323 ordinary shares).
As of 31 December 2019, the shareholding structure of Sberbank Europe AG is presented as follows:
Shareholder
Sberbank of Russia, Moscow

Ordinary Shares Nominal
Value
3,890,323

Share Capital Nominal
Value
389,032,300

Shareholding
Percentage
100%

The share capital is held entirely by the Sberbank of Russia, Moscow.

Own Funds of Sberbank Europe AG (single-entity)
The following table displays the own funds of Sberbank Europe AG pursuant to CRR as of 31 December
2019 and as of 31 December 2018 (in EUR thousand).

31.12.2019
in EUR
389,032,300.00

31.12.2018
in EUR
thousand
389,032

1,743,427,474.90

1,743,427

–5,846,677.90

–4,151

–1,737.34
–945,564,603.05
1,181,046,756.61

–4
–918,483
1,209,822

Total eligible own Capital Funds
Required Equity

286,795,292.83
1,467,842,049.44
201,729,313.65

325,000
1,534,822
225,561

Equity Surplus

1,266,112,735.79

1,309,261

Share capital
Disclosed Reserves
Intangible Assets
Value adjustments due to the requirements for prudent
valuation
Net Loss
Core Capital (Tier I)
Subordinated capital instruments (Tier II)

The risk weighted calculation basis and the resulting own funds required are as follows:

31.12.2019 31.12.2018

Credit risk

in EUR
191,104,147.47

in EUR
thousand
216,407

Operational risk
Own funds requirement due to adjustments credit valuation
Total own funds requirement

10,588,607.64
36,558.54
201,729,313.65

9,125
29
225,561
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Capital Ratios pursuant to Art 92 Para 1 lit a to c of CRR No 575/2013

Common Equity Tier I Ratio
Core Capital Ratio
Total Capital Ratio

31.12.2019

31.12.2018

46.84%
46.84%
58.21%

42.91%
42.91%
54.44%

As in the previous year, the capital requirements were met at all times during the 2019 financial year.

Own Funds of Sberbank Europe Group (consolidated)
The following tables display the own funds of the Sberbank Group pursuant to CRR with IFRS values as of
31 December 2019 and as of 31 December 2018 (in EUR thousand).

31.12.2019
in EUR

31.12.2018
in EUR thousand

Tier I Capital
Common Equity Tier I
Additional Tier I Capital
subordinated capital instruments

1,344,681,241.87
1,344,573,408.84
107,833.03
286,795,292.83

1,316,054
1,315,947
107
325,741

Total own funds
Required Equity
Equity Surplus

1,631,476,534.70
646,558,989.26
984,917,545.44

1,641,795
635,012
1,006,783

The risk weighted calculation basis and the resulting own funds required are as follows:

Credit risk

31.12.2019
in EUR
582,986,042.91

31.12.2018
in EUR thousand
571,650

Operational risk
Own funds requirement according credit value adjustments
Own funds requirement position, fx, commodity risk
Total own funds requirement

58,049,096.95
1,281,074.00
4,242,775.40
646,558,989.26

57,631
1,400
4,330
635,012

Capital Ratios pursuant to Art 92 Para 1 lit a to c of CRR No 575/2013

Common Equity Tier I Ratio
Core Capital Ratio
Total Capital Ratio

31.12.2019
16.64%
16.64%

31.12.2018
16.58%
16.58%

20.19%

20.68%

As in the previous year, the capital requirements were met at all times during the 2019 financial year.
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Calculating the return of assets (section 64 (1) no. 19 BWG):
The calculation of the total return on assets (net profit after tax / balance sheet total) results in a negative
value due to the negative result and is therefore not informative.

Information about branches
Name of the branch

Sberbank Europe AG
Branch Germany,
Frankfurt
Retail business
Germany

Business
Country of residence
Net interest income in EUR thousand
Operating income in EUR thousand
Loss for the year before tax in EUR thousand
Tax on profit or loss in EUR thousand
Full-time employees in Frankfurt
Received public subsidies

31.12.2019
–3,659
–4,325
–8,378

31.12.2018
–9,786
–10,405
–12,854

–161
7.4
0

–70
14
0

Information regarding personnel expenditure
During the fiscal year, Sberbank Europe AG employed an average of 267 (2018: 288) members of staff.
The total remuneration (including provision 2019 for bonus) paid to members of the Management Board,
being active in 2019, was EUR 3,661,970.87 (2018: EUR 5,163 thousand). The total remuneration paid to
former members of the Management Board was EUR 444,444.44 (2018: EUR 0 thousand). Thereof
severance payments amounted to EUR 444,444.44.
EUR 161,725.88 (2018: EUR 223 thousand) were spent for severance payment and pension fund for
members of the Management Board. Furthermore EUR 546,727.63 (2018: EUR 372 thousand) were spent
for executives and EUR 1,091,855.42 (2018: EUR 689 thousand) for other employees regarding severance
payment and pension fund.
Compensation to the Members of the Supervisory Board of Sberbank Europe AG in the fiscal year 2019
amounted to EUR 210,000.00 (2018: EUR 210 thousand). After the reporting date, payments in the amount
of EUR 210,000.00 were made for activities relating to 2019.
Information on the organizational structure, the risk management and the risk capital situation can be found
in the management report.

Material events occurring after the balance sheet date
No significant events took place after the closing date.
The disclosure pursuant to Article 431 ff of the Capital Requirement Regulation (CRR) No. 575/2013 is
published on the Internet on the bank's homepage at www.sberbank.at.
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Bodies
The elected Supervisory Board consists as follows in the fiscal year 2019:

Chairman
Siegfried Wolf (since 16th February 2012)

Deputy Chairman
Igor KOLOMEYSKIY (Supervisory Board member since 11th August 2017 until 19th December 2019)

Members
Stanislav KUZNETSOV (since 11th May 2017)
Pavel BARCHUGOV (since 11th May 2017)
Grigory ANASHKIN (since 11th May 2017)
Ernst WELTEKE (since 14th December 2017)
Dzhangir DZHANGIROV (since 14th September 2018)

Delegated by the Workers' Council
Jörg Langner (Chairman of the Workers' Council) (since 6th December 2012)
Csongor Kristo (Vice-Chairman of the Workers' Council) (since 6th December 2012)
Martina Vuckovic (since 11th May 2017)
Heinz Kalvoda (since 8th February 2018)

State Commissioners:
Paul SCHIEDER (since 1st January 2011)
Kristina FUCHS (since 1st October 2018)

Government Commissioners:
Melitta SCHÜTZ (since 1st July 2013)
Sabine SCHMIDJELL-DOMMES (since 1st March 2017)

The Management Board of the Bank consists as follows in the fiscal year 2019:
Chief Executive Officer and Chairperson
Sonja Sarközi (member of the Management Board since 1st August 2017, since 1st July 2018)

Members
Arndt Röchling (since 1st June 2016)
Alexander Witte (since 6th December 2017)
Stefan Zapotocky (from 2nd January 2017 until 30th April 2019)
Aleksei Mikhailov (since 7th March 2018)
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Signing of the financial statements
Vienna, on 28th of February 2020
The Management Board

Sonja Sarközi

Dr. Arndt Röchling

Dr. Alexander Witte

Aleksei Mikhailov
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Schedule of movement in fixed assets
of Sberbank Europe AG (as at 31 December 2019)
Acquisition cost
Balance as of

Balance as of

Accumulated
depreciation
Balance as of

31.12.2019
–4,896,346.33
–485,470.57

31.12.2019
5,571,220.30
13,569.60

31.12.2018
3,723,045.53
53,252.27

261,888.00
0.00

–374,700.00
0.00

0.00
0.00

0.00
0.00

261,888.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

261,888.00
0.00

374,700.00
0.00

8,480,827.41

2,747,667.39

0.00

0.00

0.00

11,228,494.80

–4,329,829.61

–1,051,987.29

0.00

0.00

0.00

–5,381,816.90

5,846,677.90

4,150,997.80

3,148,600.65
49,976.32

1,569,101.22
27,768.07

0.00
0.00

0.00
0.00

–352,262.56
0.00

4,365,439.31
77,744.39

–2,632,540.98
–28,055.00

–321,863.30
–18,184.31

0.00
0.00

0.00
0.00

352,262.56
0.00

–2,602,141.72
–46,239.31

1,763,297.59
31,505.08

516,059.67
21,921.32

4,646.81
6,645,108.44

0.00
3,590.01

0.00
0.00

0.00
0.00

0.00
–3,820.80

4,646.81
6,644,877.65

–1,830.43
–3,874,516.90

–422.40
–605,811.69

0.00
0.00

0.00
0.00

0.00
3,247.68

–2,252.83
–4,477,080.91

2,393.98
2,167,796.74

2,816.38
2,770,591.54

69,320.29

0.00

0.00

0.00

0.00

69,320.29

–22,399.23

–5,332.32

0.00

0.00

0.00

–27,731.55

41,588.74

46,921.06

8,597.31
0.00
0.00
0.00
0.00
0.00

0.00
0.00
14,579.33
0.00
499.80
0.00

0.00
0.00
0.00
0.00
0.00
0.00

0.00
0.00
0.00
0.00
0.00
0.00

0.00
0.00
–14,579.33
0.00
–499.80
0.00

8,597.31
0.00
0.00
0.00
0.00
0.00

–3,775.30
0.00
0.00
0.00
0.00
0.00

–859.68
0.00
–14,579.33
0.00
–499.80
0.00

0.00
0.00
0.00
0.00
0.00
0.00

0.00
0.00
0.00
0.00
0.00
0.00

0.00
0.00
14,579.33
0.00
499.80
0.00

– 4,634.98
0.00
0.00
0.00
0.00
0.00

3,962.33
0.00
0.00
0.00
0.00
0.00

4,822.01
0.00
0.00
0.00
0.00
0.00

9,926,249.82

1,615,538.43

0.00

0.00

–371,162.49

11,170,625.76

–6,563,117.84

–967,552.83

0.00

0.00

370,589.37

–7,160,081.30

4,010,544.46

3,363,131.98

I. Participating interest
II. Shares in affiliated companies
III. Treasury bills and securities

1,022,228.01
1,443,961,042.83
392,568,567.78

0.00
0.00
197,298,000.00

0.00
0.00
0.00

0.00
0.00
–4,438,528.69

0.00
1,022,228.01
–1.00 1,443,961,041.83
–379,623,000.00
205,805,039.09

0.00
–475,388,806.61
0.00

0.00
0.00
0.00

0.00
0.00
0.00

0.00
1,622,608.07
0.00

0.00
0.00
0.00

0.00
–473,766,198.54
0.00

1,022,228.01
970,194,843.29
205,805,039.09

1,022,228.01
968,572,236.22
392,568,567.78

III. FINANCIAL ASSETS

1,837,551,838.62

197,298,000.00

0.00

–4,438,528.69

–379,623,001.00 1,650,788,308.93

–475,388,806.61

0.00

0.00 1,622,608.07

0.00

–473,766,198.54 1,177,022,110.39 1,362,163,032.01

1,855,958,915.85

201,661,205.82

0.00

–4,438,528.69

–379,994,163.49 1,673,187,429.49

–486,281,754.06

–2,019,540.12

0.00 1,622,608.07

370,589.37

–486,308,096.74 1,186,879,332.75 1,369,677,161.79

I. Technical office
equipment/computer system AT
II. IT-equipment (Hardware) (SBDE)
III. Telephon- / security systems
(SBDE)
IV. Furniture and office equipment AT
V. Office equipment (SBDE)
VI. Installations in foreign buildings
(SBDE)
VII. car pool AT
VII. Low-value assets AT
IX. Intangible low-value assets (SBDE)
X. Low-value assets (SBDE)
XI. Work in progress
II. TANGIBLE ASSETS
Other fixed assets, Operating and
office equipment *)

01.01.2019
–3,884,041.71
–445,787.90

Disposals
0.00
0.00

374,700.00
0.00

Intangible Assets

31.12.2019
10,467,566.63
499,040.17

Book value

Additions
2,485,779.39
0.00

III. Asset under
construction/Advances intangible
assets
IV. Software banking business (SBDE)

Disposals
0.00
0.00

ReAdditions classification Appreciation
–1,012,304.62
0.00
0.00
–39,682.67
0.00
0.00

Book value

01.01.2019
7,607,087.24
499,040.17

I. Licences AT
II. Software AT

Discount /
Premium Bonds
0.00
0.00

Balance as of

Reclassification
374,700.00
0.00

TOTAL ASSSETS
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Management Report
1. Report on Business Development and the Economic Situation
1.1.

Economic environment in 2019

International environment
Global economic growth slowed down to 2.9% in the year 2019, the lowest pace of expansion since
the global financial crisis of 2009 (as recently as 2017, global economy grew by 3.8%). Partly, this
represents a cyclical downturn, although structural factors such as rising trade barriers, especially
between the US and China, played a role as well. The increase of USA tariffs and retaliation by China
and other USA trading partners has steadily broadened since the start of 2018, making advance
payments more expensive and slowing down economic growth, especially in strongly export-oriented
economies such as Germany. As a result, global trade was in decline in the first and second quarters
of the year on a quarterly basis (albeit they recovered somewhat in the third quarter). The uncertainty
surrounding trade as well as Brexit have been increasingly weighing on investment decisions.
Mirroring the weakening global trade, the dynamics of industrial production (especially of investment
goods) has been losing momentum as well, and turned negative in the third quarter of 2019 (-0.1% on
a quarterly basis). In addition, the automotive industry recorded a sharp downturn due to a
combination of specific supply- and demand-side factors. In contrast, private consumption and the
global services sector (which account for the vast majority of GDP in every significant economy)
generally held up well, which was supported by improved labour market conditions, rising wages, and
expansionary policy in several advanced economies.
European Union
The EU economy slowed down considerably in the second quarter of 2019, and for the year as a
whole growth fell to 1.4%. In the euro area, it was only 1.1%, constrained primarily by the weakness of
foreign demand and the drawdown of inventories. In Germany, real GDP grew by a mere 0.4%,
reflecting not least production problems in the crucial automotive industry. The latter were due to the
recent emissions scandals, difficulties in adjusting to the new emission standards, and the faltering
demand for cars in some markets such as China (following the expiration of tax incentives). Elsewhere
in the euro area, the economy of Italy continued stagnation while that of France grew by 1.3%.
At the same time, labour markets in Europe remained strong and the unemployment rate fell to 6.3%
on average – the lowest level since the global financial crisis, fueling robust growth of wages and
private consumption. With the average CPI inflation nowhere near the 2% target, the ECB cut its
deposit rate and resumed its Quantitative Easing programme, contributing to a decline in sovereign
bond yields (many of which are now negative) and enabling more accommodative fiscal policies.
CEE/SEE (Central- and Eastern Europe (CEE) and South Eastern Europe (SEE))
Considering the scale of the external slowdown, the resilience of the CEE/SEE region has been
impressive so far. The economies of the EU Member States from CEE grew by 3.8% on average last
year, almost 3 percentage points higher than the euro area, with which most of them have very close
trade and investment relations. Growth performance in SEE remained generally solid as well, not least
thanks to large-scale foreign direct investment inflows, with several countries (notably Serbia)
increasingly establishing themselves as a cheaper alternative to CEE countries, especially when it
comes to car production. More generally, the main factor of resilience in CEE/SEE was the stubbornly
strong domestic demand, reflecting a combination of labour shortage-induced increase of wages,
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loose fiscal policy, rapid credit growth, and robust public investment. Real income was also supported
by the low inflation – despite negative real interest rates in many countries of the region. Still, in the
historical context no CEE/SEE country was really showing strong signs of overheating. Even in
Hungary and the Czech Republic (as well as Romania), which showed the most potential for this,
overheating was mostly confined to the labour and real estate markets, while the overall price
pressures remained subdued.
Austria
Growth of the Austrian economy had been for some time well above the euro area average, but by
mid-2019, negative external trends were felt increasingly. As a result, growth in 2019 as a whole
slowed down to 1.7%. Along with neighboring Germany and much of the rest of Europe, Austrian
industry suffered a sharp contraction, reflecting the fallout from the US-China trade war, the weakness
in some parts of the Chinese economy, and the uncertainty for business due to Brexit. Austrian firms
have also reported knock-on effects related to weaker investment sentiment among firms, and the
problems in the German automotive sector. At the same time, private consumption held up well,
boosted by a slowdown in inflation as well as tax reforms and pension adjustments introduced by the
previous government. Activity in the construction sector remained robust as well, given historically
ultra-low interest rates and rising property prices.

1.2.

Business development for 2019

1.2.1. Situation in Austria
2019 was a year with stable financial performance for Sberbank Europe AG with a number of strong
achievements. One of the largest focuses in 2019 was the further development of the online retail
lending in Germany while keeping a stable deposit portfolio which reflects the funding needs in
Austria. In 2019, the business focus in corporate area was shifted to further diversification through
smaller tickets, where the bank succeeded in granting new loans exceeding the amount of EUR 350
million. 2019 was marked with further reduction of the concentration risk in the corporate portfolio and
decrease in NPL indicators.
In the year 2019, Sberbank Europe AG launched the implementation of two large Group digital
projects that will help gain market advancement and momentum on the way to its digital evolution. The
OCP (Omnichannel platform) aims at strengthening the customer-centric approach by introducing the
modern digital platform across the Group while improving the customer satisfaction, enriching the
customer experience and bringing the customer needs and demands fulfilment to the next level. The
FRMP project aims at introducing the finance and risk management practices in the Group while
improving the data quality, the processing speed, the unification, the simplification and the flexibility
standards.
Careful cost management, successful implementation of the NPL reduction strategy and reversal of
impairment volume of the repaid corporate loans fully compensated the missing operating income
from the lower corporate loan portfolio and enabled an improvement in the annual result before tax in
2019 to EUR -25.38 million (higher by EUR 29.69 million compared to the result of the year 2018).
The market presence of Sberbank Europe AG has not been changed. Sberbank Europe AG remained
active in the following markets: Austria, Bosnia-Herzegovina, Croatia, the Czech Republic, Germany,
Hungary, Serbia, and Slovenia.
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Sberbank Europe AG strengthened further its subsidiary banks’ market presence with capital
measures. The following capital measures were taken in 2019:



Sberbank Magyarország Zrt. (Hungary): prolongation of an existing subordinated loan in the
amount of EUR 13.0 million.
Sberbank d.d. (Croatia): capital support measure increasing Tier 2 capital in the amount of
EUR 7.0 million.

The impairment test of 2019 results in a reversal of impairment in an amount of EUR 1.62 million for
the entity of Sberbank Banka d.d. (Slovenia).
In 2019, the following changes in the senior management level of Sberbank Europe AG took place:


Stefan Zapotocky´s contract as Chief Corporate and investment Banking Officer expired on 30
April 2019.

In August 2019, the rating agency Fitch upgraded the rating of Sberbank Europe AG to investment
grade BBB- Long-term Issuer Default Rating with ‘Stable’ outlook.
Economic development and performance figures of Sberbank Europe AG
Total assets amounted to EUR 3,183.73 million as at the balance sheet date of December 31, 2019.
This represents a decrease of 12.3% compared to the balance sheet date of December 31, 2018.
Changes in the balance sheet total:
Figures in EUR million
Total assets
Change year-over-year

31.12.2019 31.12.2018 31.12.2017
3,183.73
3,629.26
4,744.05
-12.28%
-23.50%
-11.54%

The decrease in the total balance sheet in 2019 was driven by the following factors:
-

-

Decrease in the corporate portfolio through contractual repayments.
Several early prepayments, which were not compensated by the inflow of the new transactions.
Reduction of receivables from customers from EUR 1,000.0 million to EUR 887.94 million or by
11.2% year-over-year (y-o-y) in 2019. Out of this amount, EUR 165.24 million was attributable to
German retail portfolio.
Optimisation of the liquidity position and the decrease in liquid funds following the reduction in
corporate loan portfolio and the decrease in German deposits in 2019: Cash and cash equivalents
fell from EUR 767.92 million to EUR 648.68 million or 15.5% y-o-y, treasure bills were reduced
from EUR 282.27 million to EUR 162.91 million or 42.3% y-o-y, receivables from financial
institutions decreased from EUR 485.03 million to EUR 452.25 million or 6.8% y-o-y compared to
2018.

Development of shares in affiliated companies:
Figures in EUR million
Shares in affiliated companies
Change y-o-y

31.12.2019 31.12.2018 31.12.2017
970.19
968.57
968.37
0.17%
0.02%
–5.25%
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Reversal of impairment:
 Sberbank banka d.d., Slovenia - EUR 1.62 million
On the liability side, the following major changes took place in 2019:
- The decrease in liabilities to financial institutions from EUR 1,078.41 million to EUR 779.53 million
or 27.7% y-o-y in 2019 is due to funding concentration reduction and overall funding optimisation.
- Reduction of deposits from customers from EUR 954.57 million to EUR 848.55 million or 11.1% yo-y driven by a planned decrease in German deposits following the lower funding needs related to
the decrease in the corporate loan portfolio in Austria. In spite of this, the German branch remains
a considerable contributor for stable funding for Austrian business.
Changes in Equity to Total Assets ratio for the last three years can be seen in the table below:
Figures in %
Equity in relation to balance sheet total

31.12.2019 31.12.2018 31.12.2017
37.28%
33.45%
26.77%

Sberbank Europe AG managed to improve its net result before tax from EUR -55.07 million in 2018 to
EUR -25.38 million in 2019. The net interest income amounted to EUR 21.43 million (decrease of EUR
30.64 million or 58.8% y-o-y in 2018). The shortfall of net interest income was mainly driven by:
- lower interest income due to a further decrease in corporate loans portfolio in 2019;
- decrease in interest expenses due to the lower amounts of German deposits and liabilities to
financial institutions.
In 2019, the increase in net commission and fee income from EUR 2.06 million to EUR 3.87 million
was mainly driven by lower guarantee fee expenses resulting from cancellation of the Sberbank of
Russia guarantee on the loans of the corporate client Agrokor d.d. (the biggest corporate entity in
Republic of Croatia operating in the agriculture business area) and transfer of its exposure to
Sberbank of Russia in 2018.
The result from other operating activities amounted to EUR 10.67 million in 2019 (2018: EUR 13.11
million).
The operating income fell from EUR 67.03 million to EUR 36.34 million in 2019 mainly driven by the
decrease in the net interest income.
The net risk cost amounted to EUR 14.88 million reversal, which is an increase by EUR 49.09 million
mainly driven by corporate portfolio repayments with subsequent releases of impairment and stable
quality of the remaining portfolio with no major new NPL inflows.
The general administrative expenses amounted to EUR 73.20 million in 2019, which is higher by EUR
1.86 million or 2.6% y-o-y compared to 2018. The development of the general administrative expenses
was mainly reflected in higher IT-related expenses (launch of new Group projects), higher banking
operation and marketing costs due to expansion of German retail lending, lower staff costs due to
reduced number of FTEs.
In 2019, the annual loss after tax was EUR 27.08 million, which was an improvement compared to a
loss after tax in 2018 by EUR 29.09 million.
The development of return on equity (ROE) (based on the result before tax) in the last three years was
as follows:
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ø Equity (EUR million)
Result before tax (EUR million)
ROE before tax (in %)

31.12.2019 31.12.2018 31.12.2017
1,200.44
1,242.06
1,316.44
-25.38
-55.07
-130.84
-2.11%
-4.43%
-9.94%

Corporate Banking in Austria
Overall portfolio reduction was in line with the strategic decision of the shareholder to focus on the
growth in the subsidiary banks. Nevertheless, new loan origination exceeded EUR 350 million, which
was counterbalanced by high amounts of early loan repayments. Despite lower loan volumes an
improved operating income was achieved especially due to increase in net fee and commission
income (decrease in guarantee fees paid to Sberbank of Russia concerning the corporate loan to
Agrokor d.d.). Together with lower risk costs and lower operating costs, the net profit of the corporate
segment in Austria increased by approximately EUR 11 million in 2019 compared to 2018. In an
environment of low margins, Corporate Banking division followed successfully a niche strategy in
acquiring a profitable business with new and existing clients. Focus on smaller volumes lead to further
diversification of the loan portfolio. New products were introduced in Trade Finance which should help
establishing the base for future business with target customers.
German Branch (Sberbank Direct)
Since entering the market in Germany in 2014, Sberbank Direct has defined itself as a specialist for
attractive savings products such as call money and time deposits in the highly competitive and
dynamic German retail market. In 2019, the bank continued focusing on the build-up of product
portfolio in online consumer credit. The so-called “Sofortkredit” offers attractive interest rates, real-time
credit decisions and a digital end-to-end process. Credit demand developed very successfully and
resulted in more than doubling the business in 2019 compared to 2018 with the volume of disbursed
loans of approximately EUR 198 million and the outstanding balance of approximately EUR 166
million at the end of 2019.
Sberbank Direct stands for innovative products and strong customer orientation. Customers can easily
register online and manage their products through Sberbank Direct's modern and secure online
banking, use a video identification system that allows them to verify their identity quickly, securely and
conveniently during login.
In 2019, Sberbank Direct started the preparation for the launch of the new banking products, namely
current accounts and credit cards, scheduled in the next two years.

1.2.2. Human Resources
Sberbank Europe AG employed an average of 267 employees during the financial year 2019 (Head
Count):

Ø Employees (per person) SBAG
thereof branch in Germany, Frankfurt

31.12.2019 31.12.2018
267
288
7
17

The strategic goal of our Human Resources is to attract, develop and engage talented employees with
a pioneering spirit in order to provide the best service to our customers. Sberbank Europe AG puts a
5
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strong emphasis on learning and development, fostering the health of its employees, guaranteeing a
fair and market-oriented remuneration and living diversity.
Sberbank Europe AG strives to be an organization where continuous learning is a priority. Therefore,
we support the development of core competencies, skills and knowledge of our employees. The
“Sharing is Caring” initiative was re-introduced in Sberbank Europe AG HQ (Vienna) as well as in the
subsidiaries, giving the opportunity to highly professional employees to present a topic of their
expertise to other employees in the bank.
Supporting the work-life balance of our employees by promoting sports activities and health topics is
of high interest for Sberbank Europe. In the year 2019, Sberbank Europe AG employees engaged
again in various sports events such as the Business Run in Vienna, the Sberbank Europe Ski
Championship in Kranjska Gora or the “Summer Sberbankiada” at Minsk. At the Group’s
Headquarters in Vienna, the works council continued to organize health days during which the
employees were offered consultation from experts on various health topics.
Ensuring a fair and market-oriented remuneration for employees while being able to measure the
company’s competitiveness are further main focus points for Sberbank Europe AG. Therefore,
Sberbank Europe’s HQ continues to use the benchmarking system of Willis Towers Watson for
evaluating compensation of our employees. Also, in 2019 again the Group HR Team successfully
managed to close the bonus process earlier than in previous years.
The cultural diversity of the Bank is reflected in the variety of nationalities (more than 30) working at
the Sberbank Europe AG’s headquarters in Vienna in the fact that more than two thirds of the total
workforce at the HQ have a foreign citizenship.

1.3.

Use of financial instruments

In 2019 bonds in banking book were used for liquidity management purposes. The portfolio as at the
end of 2019 amounted to EUR 205,805,039.09.
Derivative portfolio, which consists of FX swaps, serves liquidity purposes. There is minor part of
derivatives portfolio that is driven by customers’ sales activities. The fair value of derivatives portfolio
as of end of 2019 is EUR 0.22 million (positive Fair Value in the amount of 0.98 million and negative
Fair Values amounting to 0.76 million).
The risk positions of the banking book are managed using counterparty risk limits as well as liquidity
and interest rate risk limits.
The derivative portfolio from the trading book is determined exclusively by customer business.
Transactions are usually carried out back to back (therefore they are economic hedges). The bank
applies Dollar Value of 1 basis point (Dollar Duration) and stop-loss limits for trading book deals to
ensure that the risk associated with these instruments is within the bank's risk appetite.

1.4.

Customer portfolio

Sberbank Europe AG serviced 162 corporate customers and more than 51,500 private customers as
of yearend 2019. In the year 2020, the digital channel is expected to be further developed. In
particular, Sberbank Europe AG will focus on accelerating efforts to increase the online lending
volumes.
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1.5.

Non-financial performance indicators

Sberbank Europe AG has an awareness of the necessity to publish regular reports on the social,
economic and environmental impact of its business and to ensure transparency about its sustainability
activities. Based on the reporting requirements corresponding to the Sustainability and Diversity
Improvement Act (German: NaDiVeG), Sberbank Europe Group publishes a consolidated nonfinancial report for the year 2019 with the aim of transparently informing its stakeholders about the
bank’s main non-financial performance indicators. The report will be available in print as well as for
download on the company’s website as of April 2020.
Sberbank Europe's sustainability report is based on a group-wide survey, which was conducted
among its stakeholders in all countries of operation including Austria. A significant sample size of
employees, clients, shareholder representatives, regulators and the bank’s top management
responded to the survey, providing Sberbank Europe AG with crucial input and a foundation for
defining and setting its priorities in the area of sustainability. The sustainability issues were assessed
based on two aspects: the impact Sberbank Europe AG has as a financial institution in the respective
area and which sustainability issues are most important to our stakeholders.
The following non-financial performance areas have been identified by conducting a materiality
analysis, performed by the bank’s core sustainability team, and are prioritized by Sberbank Europe:
•
Products & Services: Ensuring quality and accessibility of our products and services,
focusing on the consistent development of innovative banking solutions. Striving to add value for our
customers by offering transparent and convenient products as well as an extraordinary customer
experience across all channels and markets in which Sberbank Europe operates.
•
Employees: Supporting health and work-life balance by fostering a corporate culture that truly
allows a healthy lifestyle and diversity to flourish, as well as offering learning & development
opportunities based on active talent management and ensuring a fair and transparent remuneration
policy.
•
Responsible and Regional Financing: Contributing to regional economic development and
prosperity by providing financial solutions to local customers in the regions covered by Sberbank
Europe AG. Serving as a bridge to Russia for Central and Eastern European companies operating in
Russia and CIS countries.
•
Environment: Enhancing energy efficiency and minimizing the negative impact on the
environment through sustainable and active resources management.
•
Privacy & Data Protection: Ensuring information security and data protection for all
Sberbank Europe stakeholders.
•
Ethics & Compliance: Preventing corruption and money laundering, while also protecting
human rights through responsible and ethical conduct.
•
Charity & Sponsorship: Supporting local initiatives, projects and events with a social or
cultural dimension.
•
Stakeholder Communication: Reinforcing transparent and regular communication with all
Sberbank Europe stakeholders through a broad range of communication channels
All materiality issues are linked to specific non-financial performance indicators and are subject to a
yearly assessment and evaluation by the bank’s core sustainability team. In addition, the process of
identifying and assessing risks associated with non-financial risks has been further developed in the
year 2019 and will be reviewed on a yearly basis.
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2. Report on the company’s expected development and risks in 2020
2.1.

Outlook 2020

International environment
According to the latest Organisation for Economic Co-operation and Development (OECD) forecasts,
global growth in 2020 will stay at about the same level as the previous year (2.9%). The factors, which
were a drag on growth in 2019 – rising protectionism, elevated uncertainties, geopolitical tensions in
the Middle East and the slowdown of the Chinese economy – will be likely entrenched and may even
gain momentum this year. Indeed, economic uncertainty (followed by weak demand) is the single most
important concern mentioned by firms according to a recent OECD survey. Leading indicators
suggest, that the weakness in global manufacturing will continue in the near term. Growth in a number
of advanced economies, such as the US and Japan, is projected to decelerate somewhat, but this will
be offset by a speed-up of growth in the BRICS countries (except China) and Turkey, where the
aftermath of the severe financial crisis of 2018 will be finally overcome.
Expansionary policies have helped to support economic growth so far and partly counter balance the
negative shock of increased protectionism. However, the ultra-loose monetary policy of major central
banks may prepare ground for a new crisis, as the bulk of new credit ends up in real estate and other
assets markets rather than in the real economy, arguably contributing to a formation of ‘bubbles’ (price
increases without real growth). Also, the latent risk of a repeat of 2018’s emerging markets crisis –
then centred on Argentina and Turkey – remains lurking in the background and is keeping businesses
and investors wary.
European Union
In 2020, growth in the EU should stay unchanged at 1.4%, and in the euro area pick up only
marginally (from 1.1% to 1.2%) according to the European Commission forecasts. German economy
however is projected to do much better than last year and grow by 1%, as some of the one-off factors
related to the car industry which played a role last year, such as the emission scandal and the new
emission standards, will fade away. However, the global structural shift in consumer preferences for
cars, the possible imposition of high tariffs on European cars by the US and the uncertainty
surrounding Brexit remain major factors of risk for European exports. The high uncertainty with respect
to trade and the declining capacity utilisation will weigh on the dynamics of investments, with very
favourable financing conditions and support from various schemes such as the European Fund for
Strategic Investments providing only a partial relief. Forward-looking indicators confirm that nonconstruction investment is set to slow down in the near term.
The so far positive trends in the European labour markets are likely to subside somewhat as well,
given increased transmission from weakening trade and investment. However, these effects will be
partially offset by structural shifts in employment, such as the rising share of services, which tend to be
labour-intensive. Therefore, employment growth in the euro area will likely continue (albeit at a slower
pace). This and rising wages will continue to benefit private consumption – higher household saving
rate notwithstanding.
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Austria
The real GDP growth is expected to decelerate further to 1.2% (from 1.7% last year), as global
economic activity – and especially the dynamics of foreign trade – is projected to weaken, acting as a
drag on the Austrian industrial production and exports. Most importantly, US trade policy remains
unpredictable and constitutes the key risk to the forecast. Under these circumstances, growth of the
Austrian economy in 2020 will continue to be underpinned primarily by private consumption and
housing investment. These may even gain momentum on the back of rising real wages and incomes,
and the environment of low interest rates, which is likely to persist for the foreseeable future,
generating further demand for housing loans. The planned tax reforms, such as the extension of the
‘Familienbonus’ and the tax cuts for low-income earners, will also provide a modest boost to private
consumption growth. However, against the background of the overall growth deceleration, the labour
demand will subside and no longer outpace the labour supply, as has been the case over the past few
years. As a result, the unemployment rate will no longer decline and is projected to stabilise at the
level of 7.4% this year.
CEE/SEE (Central- and Eastern Europe (CEE) and South Eastern Europe (SEE))
Despite the impressive degree of resilience to negative external trends thus far, CEE/SEE will not
remain unaffected in 2020. The peak of growth in the region has clearly passed and the outlook is
more subdued. Especially in CEE, a ‘soft landing’ will likely take place in 2020 (by around 1 basis point
of real GDP growth on average), while in the Western Balkans growth should stabilise at around 3%.
The CEE/SEE economies are generally quite export-reliant, and many are heavily plugged into the
German manufacturing core. Most importantly, there are still risks of the US imposing prohibitive
import duties on European cars, in which case countries such as Hungary and the Czech Republic
(which are particularly dependent on car exports to the US, both directly and indirectly via value-added
chains) will be affected the most. In addition, uncertainty with respect to the future trade relationship
between the EU and the UK may negatively impact business sentiment in the region. On the other
hand, private consumption will continue to benefit from solid wage growth and generous social
policies, while the inflows of EU transfers should stay broadly intact in 2020, benefiting public sector
investments in CEE countries.

2.2.

Company development

Overall macroeconomic development in the countries, where the Group is active, provides a good
base for business growth in 2020. Sberbank Europe AG expects further boost in retail (mostly
consumer lending) and SME business in subsidiary countries, a substantial increase in German
lending partially compensating the further reduction in the corporate portfolio in Austria (the
repayments of the loans are expected to be still higher than the new loan origination) and mitigating
the concentration risks. The performance of the subsidiary banks is expected to improve further
compared to 2019. In particular, emphasis is put on growth of business volumes, higher focus on the
non-interest income and boost of the fee and commission income, stable operating expenses driven
by the tighter costs control and cost optimisation, and stable risk provisions through further
implementation of the NPL reduction program resulting in lower NPL stocks and further improvement
of the NPL ratio.
Corporate & Investment Banking (CIB)
Overall, the focus in Corporate Banking is on diversification and exposure management in order to
optimize returns as well as new client acquisitions in the mid-cap area. Trade and Export Finance, as
well as Global markets products, will be the focal point for the relationship management to improve
9

non-binding electronic copy

Sberbank Europe AG
Management report 31.12.2019

cross-selling efficiency. East-West trades serve as the basis for the solid expansion of the trade
finance business.
In Austria, the CIB team will focus on steering/holding functions and maintaining a strong relationship
with the teams of the subsidiary banks, supporting them with the group expertise in contracting and
negotiations with the customers and business development. The target is the acquisition of new clients
and deepening the relationship with existing customers in the CEE. Active portfolio management to
monitor concentration is another focal point for the corporate business in Austria.
German Branch (Sberbank Direct)
On the German side, the ambition for 2020 is to grow the existing loan portfolio by 2.5 times and to
increase the total liabilities up to more than EUR 800 million (12% increase year-over-year compared
to the year 2019). A further task is to prepare the German operation to become a fully-fledged online
bank, offering in addition to saving and loan products also current accounts and credit cards. The
long-term goal is to become one of the leading digital players in Germany with best-in-class processes
and features together with attractive products.

2.3.

Risk report

2.3.1

Organization of risk management

The organizational structure of Sberbank Europe AG contains all essential core functions of risk
management. The head of the Bank's Risk Management area is the Chief Risk Officer (CRO), who
reports to the CEO, Chairman of the Management Board of the Bank, who takes responsibility for
organizing an appropriate operational and organizational structure for risk management and acts
independently of the market units.
The core tasks of risk management include introducing the risk strategy and the risk appetite of the
bank, managing counterparty risks, credit processes, the continuous monitoring of each and every
identified risk, restructuring non-performing loans and the effective management of market risks,
liquidity risks and operational risks. Monitoring risk bearing capacity and managing economic
requirements are additional important risk management tasks.
2.3.2

Overall bank risk management and risk bearing capacity calculation

The Group risk strategy is regularly updated and contains the core principles for sufficient risk
management. The risk strategy ensures that risk management is incorporated in all business activities.
All risk management activities must be documented in internal guidelines and handbooks. The
willingness to take risks is determined as part of the Group’s risk appetite. The risk profile reflects the
target structure that the Group is aiming to achieve. The risk bearing capacity process is closely
related to the material risk identified for the bank as well as its appetite for each risk, the risk profile
and capital adequacy.
The method for identifying the material risks includes both quantitative and qualitative elements for
assessing individual risks and the methods and systems, which are used for monitoring and controlling
risks.
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In 2019, the risk identification and materiality assessment process was completed, using clear
quantitative as well as qualitative factors for classification of the materiality on the forward-looking
horizon of three years.
The basis for assessing the risk bearing capacity is the quantification of material risks with high
grading and comparing the total risk exposures to the available coverage capital. Material risks with
medium classification are taken into account through other risk buffer. Risk limits are derived from the
economic coverage capital for calculating the risk bearing capacity and are aligned with the budget
process. The monitoring results are reported to the management on a monthly basis by the Group risk
committee. A continuous development of the internal risk processes takes place to ensure compliance
with new regulatory requirements (e.g. EBA guidelines, ECB recommendations) and to implement
changes in the business or risk strategy.
Another integral part of risk management is carrying out stress tests, which are conducted on the
basis of individual material risks. Sberbank Europe AG also conducts scenario analyses and reverse
stress tests within the recovery planning.
2.3.3

Credit risk

Sberbank Europe AG, as the operating unit, focuses on the corporate business with a significant
percentage of business being generated with customers incorporated outside Austria. Standardized
funding is primarily offered with a medium-term maturity structure and denominated in EUR. In 2018,
Sberbank Europe AG launched standardized consumer lending products for private individuals, which
are provided by online platform. Those lending products where solely granted on the German market.
For that purpose, an operative business unit was established in Germany. The steering of this
business field and the local based operation are done by dedicated units of Sberbank Europe AG.
Subordinated forms of funding, respectively equity related financing transactions, are not part of the
product range of the lending business. Given its role as a primary lender, this represents a
cornerstone in limiting default risk.
The credit risk resulting from the lending business of Sberbank Europe AG is defined by potential
losses, which occur as a result of borrowers, issuers and other contractual parties defaulting. Credit
risks also encompass losses resulting from credit risk out of non-performance under contingent
liabilities, through restrictions imposed by the state and the negative changes to the value of the
collateral provided.
In 2019, EUR 62.38 million of total risk provision (on- and off-balance) is recorded in the balance sheet
of Sberbank Europe AG (2018: EUR 119.79 million). The total risk provision decreased by 47.9 %,
compared to the year 2018. The material driver of total risk provision derived from the reduction of the
entire loan portfolio, which was not compensated by a new generated lending business. Moreover,
starting with 2019, a group-wide initiative was launched to decrease the NPL ratio.
In order to limit credit risk, methodical and procedural guidelines have been implemented, which form
a uniform standard for both, the risk and the business area and are binding for both parties. In 2016, a
Credit Policy was implemented, which defines clear rules for the lending business. A key element for
limiting the credit risk is the strict separation of front and back office functions during each single
phase of the credit procedure. Furthermore, no individual decision-making powers are implemented.
Credit decisions are made collectively by a credit committee regulated by the articles of association.
The Management Board member responsible for risk management has a veto right on this body.
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The individual credit rating assessment of the borrower is conducted based on a standardised systembased analysis of qualitative and quantitative factors. The result of these factors is weighted
depending on the model and is presented in the form of a customer rating, which in turn correlates to a
certain probability of default.
As part of assessing the financial commitment, an evaluation of the procedure of coordinating the
existing risk strategy and the risk appetite defined by the bank with the approved product features is
performed. The risk-adjusted pricing approach for each transaction is a core element of the ultimate
credit decision, considering the standard risk costs, the absorbing capital consumption, transaction
costs and potential charges to cover transfer risks.
The existing credit portfolio is continuously monitored for a potential decline in the customer credit
standing, the market environment and in factors, which may have a negative impact on the ability of
the borrower to fulfil his contractual payment obligation. This process is standardized and
parameterized with clearly distinctive warning signals in order to almost immediately enable critical
aspects to be verified and to counteract with measures. The responsibility to maintain the consecutive
tracing of all transactions exposed to credit risk is integrated in a dedicated risk unit.
Receivables at risk of default are quantified using the monitoring process and as such are divided into
segments depending on the extent of critical factors. Based on the corresponding risk profile, these
receivables are subjected to further treatment. Receivables with a high probability of default are
managed in a separate unit integrated into the risk division.
Defaulted customers are quantified in accordance with the stipulated default criteria and are assigned
to their own rating category. The amount of impairments for non-performing exposures is continuously
verified in terms of accuracy.
Parallel to the Credit Committee, a decision-making body has been established in which decisions are
made on strategies for non-performing loans and the amount of necessary value adjustments. In
addition, regular reports are submitted to this committee on the development and realisation progress
of these exposures.
A uniform reporting system on credit risk has been implemented, which issue a report in monthly
basis. This report is regularly submitted to the committee, which decides on the Bank's overall risk
situation and forms a fixed component of the agenda. In addition to the standardised reporting system,
ad hoc reports are prepared as required for specific events, taking bank management aspects into
account.
2.3.4

Market risk

The management of market risks is an integral and key element of the risk management framework at
Sberbank Europe AG.
Market risks at Sberbank Europe AG arise from currency risk (open currency positions and
participation risk in non-EUR currencies), interest rate risk in the banking book and credit spread risk.
Market risks are restricted to limits, which are regularly reviewed and adjusted by decisions of the
Management Board. The limits are stipulated by taking into account the risk profile of the bank or by
using recommendations of the Asset Liability Committee or the Risk Committee of SBAG. The entire
limit regulation process ensures that risks from market activities are firmly integrated into the limit
system.
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Market risks within the trading book are limited via Value-at-Risk, interest rate sensitivity, OCP and
stop-loss limits. Interest rate risk and FX risk in the banking book are also managed within a set of
limits. In addition, credit spread risk is regularly monitored and presented to Committees. For the
trading book, the standardized approach is used to determine the regulatory own funds requirement.
The current reporting framework, tailored to the company’s needs, ensures a continuous flow of
information and makes it possible, if necessary, to take and implement measures quickly and
effectively, using pre-defined escalation processes. Monitoring and reporting of possible losses and
market risk limit utilizations of the trading book are performed on a daily basis. This reporting
infrastructure serves as the basis for reporting to the Risk Committee and the Asset Liability
Committee, which are responsible for managing risk and ALM processes in the Group.
2.3.5

Operational risk

Quantitative and qualitative methods are used to measure the operational risks of Sberbank Europe
AG. The calculation of own funds in line with CRR and CRD IV is conducted using the standardized
approach.
The required own funds for operational risk slightly increased from EUR 57.63 million in 2018 to EUR
58.05 million in 2019 for SBEU Group.
The line management responsible for managing operational risks is supported by the operational risk
management function. Sberbank Europe AG uses a platform for operational risk management,
implemented throughout the Group, in which event data (loss database) is recorded. Existing and
potential risks are identified and analysed in yearly risk assessments.
Internal model has been implemented to calculate the operational risk capital requirement under Pillar
2. In the year 2019, Sberbank Europe AG focused on improving the internal loss data quality, the
revision of risk assessment methodology, EBA outsourcing guideline implementation and closer
monitoring of the internal control performance.
The operational risk management function reports regularly to the risk committee. This enables the
comprehensive management of operational risks of Sberbank Europe AG.
2.3.6

Investment risk

Investment risk is risks from potential losses in value from the provision of equity, such as write-downs
on impairments, losses on disposals, dividend losses or the reduction of hidden reserves, as well as
from liability risks for letters of comfort or payment obligations. The majority of direct and indirect
investments are fully consolidated in the consolidated balance sheet and their risks are thus recorded
in detail. This covers potential risks of investments, including in other types of risk, and their
monitoring and control methods.
Due to its focus as a universal bank, Sberbank Europe AG holds only participations in subsidiary
banks as well as other immaterial participations that support the banking business.
Sberbank Europe AG carries out an impairment test on its investments on the balance sheet date on
an annual basis, whereby an impairment test is carried out during the course of the year even if there
is an indication of impairment. Methodologically, this is done in accordance with IAS 36.
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2.3.7

Liquidity risk

Liquidity management is performed in Sberbank Europe AG by the ALM (Asset Liability Management)
/ Treasury department. In this function, ALM/Treasury is particularly responsible for the development
of the liquidity strategy, the operational liquidity management, the development of liquidity contingency
plans and the implementation of funds transfer pricing and liquidity models.
Liquidity risk management is carried out by the Market & Liquidity Risk Management department. The
risk unit is responsible within this area for the implementation of the liquidity stress tests, the
monitoring of limits and the verification of reports and validation of models created by ALM.
Both units report to the ALCO (Asset Liability Committee), which acts as the central decision-making
body regarding all liquidity-related (and liquidity risk-related) issues. CEO, CFO and CRO are entitled
to vote at ALCO, together with the Head of ALM/Treasury and the Head of Integrated Risk
Management.
Sberbank Europe AG is ensuring compliance with recent regulatory changes in this area, as well as
continuously improve its liquidity management (and liquidity risk management).
The overall liquidity and funding situation of Sberbank Europe AG remained consistently stable
throughout the year 2019.
2.3.8

Other risks

Other risks are inherently linked to the business activities and are not of major significance to the
Sberbank Europe AG. It is not possible to measure all other risks by using a business model. A capital
reserve has been formed to mitigate these other risks. This capital reserve is regularly validated via
stress-tests or scenario analyses.

3. Report on research and development
Sberbank Europe AG currently does not conduct any research or development activities.

4. Internal Control System and Risk Management System with regard to the
Accounting Process
Reliable and complete financial reporting is an important goal for Sberbank Europe AG, in compliance
with all relevant statutory requirements. The Management Board is responsible for the establishment
and the structure of an appropriate internal control and risk management system that meets the
requirements of the company with regard to the entire accounting process.
The main risk associated with the accounting process is that the actual net assets, financial position
and results of operations of the company do not represent a fair and true view of the economic state
and development of the bank during the year. This is the case, if the information in the financial
statements and the notes deviates significantly from the correct values and could therefore influence
the stakeholders and investors and their decisions made on the basis of the financial statements.
Potential consequences would be financial losses, sanctions imposed by the supervisory authorities or
damage of reputation.
The objective of the internal control system in the Sberbank Europe AG is therefore to establish and
manage a solid internal control system (ICS) to limit these risks.
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4.1.

Control environment

The Management Board defines the key elements for implementing the internal control system in the
ICS Policy (Internal Control System Policy). As described in the ICS regulation, the responsibility for
implementing the system at Sberbank Europe AG, however, lies with the competent specialist
departments with the support of the operational risk management.
The implementation of the internal control system with respect to the accounting process is stipulated
in comprehensive internal guidelines and instructions. Employees are required to have at least
Bachelor’s degree with special focus on accounting or having accounting experiences after achieving
Bachelor’s degree. Colleagues in accounting have to maintain their professional knowledge, therefore
they have to participate at least in a one day accounting training/workshop each year.
For postings in the general ledger the requirement to observe the principle of dual control applies.
Each receipt must be signed by the employee, who has issued it, and the authorising and certifying
officer. The employee, who has issued the booking order, is documented in the general ledger
booking system in electronic format. In addition to the dual control principle, written approval is
required from the Management Board before paying invoices above a certain maximum amount.
In order to ensure automation and enhancement of the workflows in the accounting process, on the
one hand a standard software (BMD NTSC) is used for the invoicing process as sub ledger and on the
other hand the core system from Intertech is used as main ledger. For money market transactions and
treasury deals, the bank uses a so called TBO (Asseco) as an additional sub ledger.
During the year end closing process, the Bank performs a comprehensive stock taking procedure
when all balance sheet accounts and off-balance sheet items are verified to receive evidences about
the completeness and accuracy of the balances. The Bank uses different methodologies for stock
taking based on the characteristic of the open balances. Tangible assets are physically counted, and
inspected whether impairment recognition is necessary based on their condition. Intangible assets are
checked whether they are still in use, and assessed by impairment tests. Useful remaining life of
tangibles and intangibles is also re-estimated. Debt securities are reconciled using the statements of
clearing houses to compare the records in the systems with the statements. In case of financial debt
instruments excluding securitized debt instruments, confirmation letters are requested from third
parties or bank statements are sent to the clients to compare their records with those of Sberbank
Europe AG. Additionally, the amounts of the provisions are also reviewed during the stocktaking.
Legal court case claims are recorded in the banks “legal court case register”. The claims are
compared with court files, risk level is assessed (low, medium, high) and the highest probable losses
are re-estimated. For credit risk relating off-balance sheet items the same methodology is used as for
debt instruments. For the remaining accounts a reconciliation of their yearly movements is carried out.

4.2.

Risk assessment

Risks with respect to the individual process and division are recorded and monitored by the process
owners assisted by the responsible risk department. The focus is on the risks considered to be
material. This mainly encompasses impairment assessment process for financial instruments, the
correctness of the accounting entries, the timely bank transfer, the correct calculation and the timely
payment of taxes.
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4.3.

Control measures

Control measures are applied in ongoing business processes in order to avoid potential errors and to
detect and correct inconsistencies in reporting. The control measures vary, for example, from the
review of various period results by management to the specific reconciliation of accounts and positions
and the analysis of ongoing accounting processes.
In the context of the internal control system, there are two types of controls:




Operational controls, which include manual controls performed by employees based on specific
steps, automated controls performed by means of IT systems and preventive controls aimed at
preventing errors and risks through the separation of functions, the definition of responsibilities
and access authorization.
Management controls are conducted on a sample check level by the responsible head and serve
to ensure that employees comply with the operational controls and processes.

The periodicity of the checks is to be documented by the respective executive (department,
department manager, group leader) depending on the risk content.
Performed sample checks are documented in the control plan in a manner understandable to third
parties. Management checks that have been conducted are documented using a database. The
results are reported to the risk committee.

4.4.

Information and communication

Guidelines and regulations relating to reporting are regularly updated by the management of Sberbank
Europe AG and communicated to all relevant employees.
In addition, accounting employees are continuously trained with regard to new accounting standards in
order to identify risks of unintentional misreporting at an early stage.
In supplement to management reporting, which provides an overview of the controls conducted at
least on a quarterly basis, a semi-annual report on the status of the internal control system is
submitted to the audit committee of the Supervisory Board

4.5.

Monitoring of the internal control system

Two functions of the bank play a key role in improving and monitoring the internal control system:


The Controlling function with its regular financial and business management analyses (e.g.
comparisons of budgeted and actual figures between Accounting and Controlling department)
which can be used as the basis for managing the company or specific company divisions.



The reporting is primarily conducted in a semi-automated manner using pre-systems and
automatic interfaces and provides current data for Controlling, segment income statements and
other evaluations. The information from the accounting system is based on the same database
and is coordinated monthly for reporting purposes. Due to the close cooperation between the
Accounting and Controlling departments, comparisons of budgeted and actual figures are carried
out continuously for controlling and coordination purposes. Regular financial reporting and
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monitoring of the internal control system is ensured by submitting monthly and quarterly reports to
the Management Board and the Supervisory Board.
The Internal Audit division also has a self-monitoring and supervisory function as part of its activities.
As an independent organizational unit, the Internal Audit division is process-independent, but is as
close to the business processes as possible and is responsible for monitoring all company divisions,
especially as far as the efficiency of the internal control system components are concerned.
The Internal Audit division has the task of examining and evaluating all company divisions. The focus
all these audit procedures is however on monitoring the completeness and reliability of the internal
control system. Each year, the Internal Audit division issues quarterly reports to the Group’s
Management Board, Supervisory Board and audit committee documenting its findings. The Internal
Audit Department reports the internal audit assessment results to the Management Board,
organizationally the department reports directly to the Audit Committee/Supervisory Board and its
operation is regularly examined by the external auditor, the Regulator and the assessor through the
mandatory external quality assessment based on IIA standard No. 1312.

5. Information on share capital, voting and control rights and obligations
associated therewith
The share capital of Sberbank Europe AG was on 31 December 2019 as follows:
Number of
ordinary shares

Calculated value
EUR

Nominal amount
EUR

Shareholder

Percentage of
share capital

3,890,323

EUR 100.00

389,032,300.00

Sberbank of
Russia, Moscow

100.00%

The share capital of EUR 389,032,300.00 is divided into 3,890,323 no-par value shares (sole
shareholder: Sberbank of Russia, Moscow).
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Vienna, 28. February 2020

The Management Board

Sonja Sarközi

Dr. Arndt Röchling

Dr. Alexander Witte

Aleksei Mikhailov
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(6)
The contractor is not obliged to render any services, issue any
warnings or provide any information beyond the scope of the contract.

General Conditions of Contract
for the
Public Accounting Professions
(AAB 2018)
Recommended for use by the Board of the Chamber of Tax Advisers and
Auditors, last recommended in its decision of April 18, 2018

Preamble and General Items
(1)
Contract within the meaning of these Conditions of Contract refers
to each contract on services to be rendered by a person entitled to exercise
profession in the field of public accounting exercising that profession (de
facto activities as well as providing or performing legal transactions or acts,
in each case pursuant to Sections 2 or 3 Austrian Public Accounting
Professions Act (WTBG 2017). The parties to the contract shall hereinafter
be referred to as the “contractor” on the one hand and the “client” on the
other hand).
(2)
The General Conditions of Contract for the professions in the field
of public accounting are divided into two sections: The Conditions of
Section I shall apply to contracts where the agreeing of contracts is part of
the operations of the client’s company (entrepreneur within the meaning of
the Austrian Consumer Protection Act. They shall apply to consumer
business under the Austrian Consumer Protection Act (Federal Act of
March 8, 1979 / Federal Law Gazette No. 140 as amended) insofar as
Section II does not provide otherwise for such business.
(3)
In the event that an individual provision is void, the invalid provision
shall be replaced by a valid provision that is as close as possible to the
desired objective.

SECTION I
1. Scope and Execution of Contract
(1)
The scope of the contract is generally determined in a written
agreement drawn up between the client and the contractor. In the absence
of such a detailed written agreement, (2)-(4) shall apply in case of doubt:
(2)
When contracted to perform tax consultation services, consultation
shall consist of the following activities:
a) preparing annual tax returns for income tax and corporate tax as well as
value-added tax (VAT) on the basis of the financial statements and other
documents and papers required for taxation purposes and to be submitted
by the client or (if so agreed) prepared by the contractor. Unless explicitly
agreed otherwise, documents and papers required for taxation purposes
shall be produced by the client.
b) examining the tax assessment notices for the tax returns mentioned
under a).
c) negotiating with the fiscal authorities in connection with the tax returns
and notices mentioned under a) and b).
d) participating in external tax audits and assessing the results of external
tax audits with regard to the taxes mentioned under a).
e) participating in appeal procedures with regard to the taxes mentioned
under a).
If the contractor receives a flat fee for regular tax consultation, in the
absence of written agreements to the contrary, the activities mentioned
under d) and e) shall be invoiced separately.

(7)
The contractor shall have the right to engage suitable staff and other
performing agents (subcontractors) for the execution of the contract as well
as to have a person entitled to exercise the profession substitute for
him/her in executing the contract. Staff within the meaning of these
Conditions of Contract refers to all persons who support the contractor in
his/her operating activities on a regular or permanent basis, irrespective of
the type of underlying legal transaction.
(8)
In rendering his/her services, the contractor shall exclusively take
into account Austrian law; foreign law shall only be taken into account if
this has been explicitly agreed upon in writing.
(9)
Should the legal situation change subsequent to delivering a final
professional statement passed on by the client orally or in writing, the
contractor shall not be obliged to inform the client of changes or of the
consequences thereof. This shall also apply to the completed parts of a
contract.
(10) The client shall be obliged to make sure that the data made
available by him/her may be handled by the contractor in the course of
rendering the services. In this context, the client shall particularly but not
exclusively comply with the applicable provisions under data protection law
and labor law.
(11) Unless explicitly agreed otherwise, if the contractor electronically
submits an application to an authority, he/she acts only as a messenger
and this does not constitute a declaration of intent or knowledge
attributable to him/her or a person authorized to submit the application.
(12) The client undertakes not to employ persons that are or were staff
of the contractor during the contractual relationship, during and within one
year after termination of the contractual relationship, either in his/her
company or in an associated company, failing which he/she shall be
obliged to pay the contractor the amount of the annual salary of the
member of staff taken over.

2. Client‘s Obligation to Provide Information and
Submit Complete Set of Documents
(1)
The client shall make sure that all documents required for the
execution of the contract be placed without special request at the disposal
of the contractor at the agreed date, and in good time if no such date has
been agreed, and that he/she be informed of all events and circumstances
which may be of significance for the execution of the contract. This shall
also apply to documents, events and circumstances which become known
only after the contractor has commenced his/her work.
(2)
The contractor shall be justified in regarding information and
documents presented to him/her by the client, in particular figures, as
correct and complete and to base the contract on them. The contractor
shall not be obliged to identify any errors unless agreed separately in
writing. This shall particularly apply to the correctness and completeness
of bills. However, he/she is obliged to inform the client of any errors
identified by him/her. In case of financial criminal proceedings he/she shall
protect the rights of the client.
(3)
The client shall confirm in writing that all documents submitted, all
information provided and explanations given in the context of audits, expert
opinions and expert services are complete.
(4)
If the client fails to disclose considerable risks in connection with the
preparation of financial statements and other statements, the contractor
shall not be obliged to render any compensation insofar as these risks
materialize.
(5)
Dates and time schedules stated by the contractor for the
completion of the contractor’s products or parts thereof are best estimates
and, unless otherwise agreed in writing, shall not be binding. The same
applies to any estimates of fees: they are prepared to best of the
contractor’s knowledge; however, they shall always be non-binding.

(3)
Provided the preparation of one or more annual tax return(s) is part
of the contract accepted, this shall not include the examination of any
particular accounting conditions nor the examination of whether all relevant
concessions, particularly those with regard to value added tax, have been
utilized, unless the person entitled to exercise the profession can prove
that he/she has been commissioned accordingly.

(6)
The client shall always provide the contractor with his/her current
contact details (particularly the delivery address). The contractor may rely
on the validity of the contact details most recently provided by the client,
particularly have deliveries made to the most recently provided address,
until such time as new contact details are provided.

(4)
In each case, the obligation to render other services pursuant to
Sections 2 and 3 WTBG 2017 requires for the contractor to be separately
and verifiably commissioned.

3. Safeguarding of Independence

(5)
The aforementioned paragraphs (2) to (4) shall not apply to services
requiring particular expertise provided by an expert.

(1)
The client shall be obliged to take all measures to prevent that the
independence of the staff of the contractor be jeopardized and shall
himself/herself refrain from jeopardizing their independence in any way. In
particular, this shall apply to offers of employment and to offers to accept
contracts on their own account.
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(2)
The client acknowledges that his/her personal details required in
this respect, as well as the type and scope of the services, including the
performance period agreed between the contractor and the client for the
services (both audit and non-audit services), shall be handled within a
network (if any) to which the contractor belongs, and for this purpose
transferred to the other members of the network including abroad for the
purpose of examination of the existence of grounds of bias or grounds for
exclusion and conflicts of interest. For this purpose the client expressly
releases the contractor in accordance with the Data Protection Act and in
accordance with Section 80 (4) No. 2 WTBG 2017 from his/her obligation
to maintain secrecy. The client can revoke the release from the obligation
to maintain secrecy at any time.

4. Reporting Requirements
(1)
(Reporting by the contractor) In the absence of an agreement to the
contrary, a written report shall be drawn up in the case of audits and expert
opinions.
(2)
(Communication to the client) All contract-related information and
opinions, including reports, (all declarations of knowledge) of the
contractor, his/her staff, other performing agents or substitutes
(“professional statements”) shall only be binding provided they are set
down in writing. Professional statements in electronic file formats which are
made, transferred or confirmed by fax or e-mail or using similar types of
electronic communication (that can be stored and reproduced but is not
oral, i.e. e.g. text messages but not telephone) shall be deemed as set
down in writing; this shall only apply to professional statements. The client
bears the risk that professional statements may be issued by persons not
entitled to do so as well as the transfer risk of such professional statements.
(3)
(Communication to the client) The client hereby consents to the
contractor communicating with the client (e.g. by e-mail) in an unencrypted
manner. The client declares that he/she has been informed of the risks
arising from the use of electronic communication (particularly access to,
maintaining secrecy of, changing of messages in the course of transfer).
The contractor, his/her staff, other performing agents or substitutes are not
liable for any losses that arise as a result of the use of electronic means of
communication.
(4)
(Communication to the contractor) Receipt and forwarding of
information to the contractor and his/her staff are not always guaranteed
when the telephone is used, in particular in conjunction with automatic
telephone answering systems, fax, e-mail and other types of electronic
communication. As a result, instructions and important information shall
only be deemed to have been received by the contractor provided they are
also received physically (not by telephone, orally or electronically), unless
explicit confirmation of receipt is provided in individual instances.
Automatic confirmation that items have been transmitted and read shall not
constitute such explicit confirmations of receipt. This shall apply in
particular to the transmission of decisions and other information relating to
deadlines. As a result, critical and important notifications must be sent to
the contractor by mail or courier. Delivery of documents to staff outside the
firm’s offices shall not count as delivery.
(5)
(General) In writing shall mean, insofar as not otherwise laid down
in Item 4. (2), written form within the meaning of Section 886 Austrian Civil
Code (ABGB) (confirmed by signature). An advanced electronic signature
(Art. 26 eIDAS Regulation (EU) No. 910/2014) fulfills the requirement of
written form within the meaning of Section 886 ABGB (confirmed by
signature) insofar as this is at the discretion of the parties to the contract.
(6)
(Promotional information) The contractor will send recurrent general
tax law and general commercial law information to the client electronically
(e.g. by e-mail). The client acknowledges that he/she has the right to object
to receiving direct advertising at any time.

5. Protection of Intellectual Property of the Contractor
(1)
The client shall be obliged to ensure that reports, expert opinions,
organizational plans, drafts, drawings, calculations and the like, issued by
the contractor, be used only for the purpose specified in the contract (e.g.
pursuant to Section 44 (3) Austrian Income Tax Act 1988). Furthermore,
professional statements made orally or in writing by the contractor may be
passed on to a third party for use only with the written consent of the
contractor.
(2)
The use of professional statements made orally or in writing by the
contractor for promotional purposes shall not be permitted; a violation of
this provision shall give the contractor the right to terminate without notice
to the client all contracts not yet executed.
(3)
The contractor shall retain the copyright on his/her work. Permission
to use the work shall be subject to the written consent by the contractor.

6. Correction of Errors
(1)
The contractor shall have the right and shall be obliged to correct all
errors and inaccuracies in his/her professional statement made orally or in
writing which subsequently come to light and shall be obliged to inform the
client thereof without delay. He/she shall also have the right to inform a
third party acquainted with the original professional statement of the
change.
(2)
The client has the right to have all errors corrected free of charge if
the contractor can be held responsible for them; this right will expire six
months after completion of the services rendered by the contractor and/or
– in cases where a written professional statement has not been delivered
– six months after the contractor has completed the work that gives cause
to complaint.
(3)
If the contractor fails to correct errors which have come to light, the
client shall have the right to demand a reduction in price. The extent to
which additional claims for damages can be asserted is stipulated under
Item 7.

7. Liability
(1)
All liability provisions shall apply to all disputes in connection with
the contractual relationship, irrespective of the legal grounds. The
contractor is liable for losses arising in connection with the contractual
relationship (including its termination) only in case of willful intent and gross
negligence. The applicability of Section 1298 2nd Sentence ABGB is
excluded.
(2)
In cases of gross negligence, the maximum liability for damages due
from the contractor is tenfold the minimum insurance sum of the
professional liability insurance according to Section 11 WTBG 2017 as
amended.
(3)
The limitation of liability pursuant to Item 7. (2) refers to the
individual case of damages. The individual case of damages includes all
consequences of a breach of duty regardless of whether damages arose
in one or more consecutive years. In this context, multiple acts or failures
to act that are based on the same or similar source of error as one
consistent breach of duty if the matters concerned are legally and
economically connected. Single damages remain individual cases of
damage even if they are based on several breaches of duty. Furthermore,
the contractor’s liability for loss of profit as well as collateral, consequential,
incidental or similar losses is excluded in case of willful damage.
(4)
Any action for damages may only be brought within six months after
those entitled to assert a claim have gained knowledge of the damage, but
no later than three years after the occurrence of the (primary) loss following
the incident upon which the claim is based, unless other statutory limitation
periods are laid down in other legal provisions.
(5)
Should Section 275 Austrian Commercial Code (UGB) be
applicable (due to a criminal offense), the liability provisions contained
therein shall apply even in cases where several persons have participated
in the execution of the contract or where several activities requiring
compensation have taken place and irrespective of whether other
participants have acted with intent.
(6)
In cases where a formal auditor’s report is issued, the applicable
limitation period shall commence no later than at the time the said auditor’s
report was issued.
(7)
If activities are carried out by enlisting the services of a third party,
e.g. a data-processing company, any warranty claims and claims for
damages which arise against the third party according to law and contract
shall be deemed as having been passed on to the client once the client has
been informed of them. Item 4. (3) notwithstanding, in such a case the
contractor shall only be liable for fault in choosing the third party.
(8)
The contractor’s liability to third parties is excluded in any case. If
third parties come into contact with the contractor’s work in any manner
due to the client, the client shall expressly clarify this fact to them. Insofar
as such exclusion of liability is not legally permissible or a liability to third
parties has been assumed by the contractor in exceptional cases, these
limitations of liability shall in any case also apply to third parties on a
subsidiary basis. In any case, a third party cannot raise any claims that go
beyond any claim raised by the client. The maximum sum of liability shall
be valid only once for all parties injured, including the compensation claims
of the client, even if several persons (the client and a third party or several
third parties) have sustained losses; the claims of the parties injured shall
be satisfied in the order in which the claims have been raised. The client
will indemnify and hold harmless the contractor and his/her staff against
any claims by third parties in connection with professional statements
made orally or in writing by the contractor and passed on to these third
parties.

non-binding electronic copy

(9)
Item 7. shall also apply to any of the client’s liability claims to third
parties (performing agents and vicarious agents of the contractor) and to
substitutes of the contractor relating to the contractual relationship.

8. Secrecy, Data Protection
(1)
According to Section 80 WTBG 2017 the contractor shall be obliged
to maintain secrecy in all matters that become known to him/her in
connection with his/her work for the client, unless the client releases
him/her from this duty or he/she is bound by law to deliver a statement.
(2)
Insofar as it is necessary to pursue the contractor’s claims
(particularly claims for fees) or to dispute claims against the contractor
(particularly claims for damages raised by the client or third parties against
the contractor), the contractor shall be released from his/her professional
obligation to maintain secrecy.
(3)
The contractor shall be permitted to hand on reports, expert
opinions and other written statements pertaining to the results of his/her
services to third parties only with the permission of the client, unless he/she
is required to do so by law.
(4)
The contractor is a data protection controller within the meaning of
the General Data Protection Regulation (“GDPR”) with regard to all
personal data processed under the contract. The contractor is thus
authorized to process personal data entrusted to him/her within the limits
of the contract. The material made available to the contractor (paper and
data carriers) shall generally be handed to the client or to third parties
appointed by the client after the respective rendering of services has been
completed, or be kept and destroyed by the contractor if so agreed. The
contractor is authorized to keep copies thereof insofar as he/she needs
them to appropriately document his/her services or insofar as it is required
by law or customary in the profession.
(5)
If the contractor supports the client in fulfilling his/her duties to the
data subjects arising from the client’s function as data protection controller,
the contractor shall be entitled to charge the client for the actual efforts
undertaken. The same shall apply to efforts undertaken for information with
regard to the contractual relationship which is provided to third parties after
having been released from the obligation to maintain secrecy to third
parties by the client.

9. Withdrawal and Cancellation („Termination“)
(1)
The notice of termination of a contract shall be issued in writing (see
also Item 4. (4) and (5)). The expiry of an existing power of attorney shall
not result in a termination of the contract.

10. Termination in Case of Default in Acceptance and Failure to
Cooperate on the Part of the Client and Legal Impediments to Execution
(1)
If the client defaults on acceptance of the services rendered by the
contractor or fails to carry out a task incumbent on him/her either according
to Item 2. or imposed on him/her in another way, the contractor shall have
the right to terminate the contract without prior notice. The same shall apply
if the client requests a way to execute (also partially) the contract that the
contractor reasonably believes is not in compliance with the legal situation
or professional principles. His/her fees shall be calculated according to
Item 11. Default in acceptance or failure to cooperate on the part of the
client shall also justify a claim for compensation made by the contractor for
the extra time and labor hereby expended as well as for the damage
caused, if the contractor does not invoke his/her right to terminate the
contract.
(2)
For contracts concerning bookkeeping, payroll accounting and
administration and assessment of payroll-related taxes and contributions,
a termination without prior notice by the contractor is permissible under
Item 10. (1) if the client verifiably fails to cooperate twice as laid down in
Item 2. (1).

11. Entitlement to Fee
(1)
If the contract fails to be executed (e.g. due to withdrawal or
cancellation), the contractor shall be entitled to the negotiated
compensation (fee), provided he/she was prepared to render the services
and was prevented from so doing by circumstances caused by the client,
whereby a merely contributory negligence by the contractor in this respect
shall be excluded; in this case the contractor need not take into account
the amount he/she obtained or failed to obtain through alternative use of
his/her own professional services or those of his/her staff.
(2)
If a continuing agreement is terminated, the negotiated
compensation for the list of assignments to be completed shall be due upon
completion or in case completion fails due to reasons attributable to the
client (reference is made to Item 11. (1). Any flat fees negotiated shall be
calculated according to the services rendered up to this point.
(3)
If the client fails to cooperate and the assignment cannot be carried
out as a result, the contractor shall also have the right to set a reasonable
grace period on the understanding that, if this grace period expires without
results, the contract shall be deemed ineffective and the consequences
indicated in Item 11. (1) shall apply.
(4)
If the termination notice period under Item 9. (3) is not observed by
the client as well as if the contract is terminated by the contractor in
accordance with Item 10. (2), the contractor shall retain his/her right to
receive the full fee for three months.

(2)
Unless otherwise agreed in writing or stipulated by force of law,
either contractual partner shall have the right to terminate the contract at
any time with immediate effect. The fee shall be calculated according to
Item 11.
(3)
However, a continuing agreement (fixed-term or open-ended
contract on – even if not exclusively – the rendering of repeated individual
services, also with a flat fee) may, without good reason, only be terminated
at the end of the calendar month by observing a period of notice of three
months, unless otherwise agreed in writing.
(4)
After notice of termination of a continuing agreement and unless
otherwise stipulated in the following, only those individual tasks shall still
be completed by the contractor (list of assignments to be completed) that
can (generally) be completed fully within the period of notice insofar as the
client is notified in writing within one month after commencement of the
termination notice period within the meaning of Item 4. (2). The list of
assignments to be completed shall be completed within the termination
period if all documents required are provided without delay and if no good
reason exists that impedes completion.
(5)
Should it happen that in case of a continuing agreement more than
two similar assignments which are usually completed only once a year (e.g.
financial statements, annual tax returns, etc.) are to be completed, any
such assignments exceeding this number shall be regarded as
assignments to be completed only with the client‘s explicit consent. If
applicable, the client shall be informed of this explicitly in the statement
pursuant to Item 9. (4).

12. Fee
(1)
Unless the parties explicitly agreed that the services would be
rendered free of charge, an appropriate remuneration in accordance with
Sections 1004 and 1152 ABGB is due in any case. Amount and type of the
entitlement to the fee are laid down in the agreement negotiated between
the contractor and his/her client. Unless a different agreement has
verifiably been reached, payments made by the client shall in all cases be
credited against the oldest debt.
(2)
The smallest service unit which may be charged is a quarter of an
hour.
(3)

Travel time to the extent required is also charged.

(4)
Study of documents which, in terms of their nature and extent, may
prove necessary for preparation of the contractor in his/her own office may
also be charged as a special item.
(5)
Should a remuneration already agreed upon prove inadequate as a
result of the subsequent occurrence of special circumstances or due to
special requirements of the client, the contractor shall notify the client
thereof and additional negotiations for the agreement of a more suitable
remuneration shall take place (also in case of inadequate flat fees).
(6)
The contractor includes charges for supplementary costs and VAT
in addition to the above, including but not limited to the following (7) to (9):
(7)
Chargeable supplementary costs also include documented or flatrate cash expenses, traveling expenses (first class for train journeys), per
diems, mileage allowance, copying costs and similar supplementary costs.
(8)
Should particular third party liabilities be involved, the
corresponding insurance premiums (including insurance tax) also count as
supplementary costs.
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(9)
Personnel and material expenses for the preparation of reports,
expert opinions and similar documents are also viewed as supplementary
costs.
(10) For the execution of a contract wherein joint completion involves
several contractors, each of them will charge his/her own compensation.
(11) In the absence of any other agreements, compensation and
advance payments are due immediately after they have been requested in
writing. Where payments of compensation are made later than 14 days
after the due date, default interest may be charged. Where mutual business
transactions are concerned, a default interest rate at the amount stipulated
in Section 456 1st and 2nd Sentence UGB shall apply.
(12) Statutory limitation is in accordance with Section 1486 of ABGB,
with the period beginning at the time the service has been completed or
upon the issuing of the bill within an appropriate time limit at a later point.
(13) An objection may be raised in writing against bills presented by the
contractor within 4 weeks after the date of the bill. Otherwise the bill is
considered as accepted. Filing of a bill in the accounting system of the
recipient is also considered as acceptance.
(14) Application of Section 934 ABGB within the meaning of Section 351
UGB, i.e. rescission for laesio enormis (lesion beyond moiety) among
entrepreneurs, is hereby renounced.
(15) If a flat fee has been negotiated for contracts concerning
bookkeeping, payroll accounting and administration and assessment of
payroll-related taxes and contributions, in the absence of written
agreements to the contrary, representation in matters concerning all types
of tax audits and audits of payroll-related taxes and social security
contributions including settlements concerning tax assessments and the
basis for contributions, preparation of reports, appeals and the like shall be
invoiced separately. Unless otherwise agreed to in writing, the fee shall be
considered agreed upon for one year at a time.

(3)
At the request and expense of the client, the contractor shall hand
over all documents received from the client within the scope of his/her
activities. However, this shall not apply to correspondence between the
contractor and his/her client and to original documents in his/her
possession and to documents which are required to be kept in accordance
with the legal anti-money laundering provisions applicable to the
contractor. The contractor may make copies or duplicates of the
documents to be returned to the client. Once such documents have been
transferred to the client, the contractor shall be entitled to an appropriate
fee (Item 12. shall apply by analogy).
(4)
The client shall fetch the documents handed over to the contractor
within three months after the work has been completed. If the client fails to
do so, the contractor shall have the right to return them to the client at the
cost of the client or to charge an appropriate fee (Item 12. shall apply by
analogy) if the contractor can prove that he/she has asked the client twice
to pick up the documents handed over. The documents may also further
be kept by third parties at the expense of the client. Furthermore, the
contractor is not liable for any consequences arising from damage, loss or
destruction of the documents.
(5)
The contractor shall have the right to compensation of any fees that
are due by use of any available deposited funds, clearing balances, trust
funds or other liquid funds at his/her disposal, even if these funds are
explicitly intended for safekeeping, if the client had to have anticipated the
counterclaim of the contractor.
(6)
To secure an existing or future fee payable, the contractor shall
have the right to transfer a balance held by the client with the tax office or
another balance held by the client in connection with charges and
contributions, to a trust account. In this case the client shall be informed of
the transfer. Subsequently, the amount secured may be collected either
after agreement has been reached with the client or after enforceability of
the fee by execution has been declared.

14. Applicable Law, Place of Performance, Jurisdiction
(16) Particular individual services in connection with the services
mentioned in Item 12. (15), in particular ascertaining whether the
requirements for statutory social security contributions are met, shall be
dealt with only on the basis of a specific contract.
(17) The contractor shall have the right to ask for advance payments and
can make delivery of the results of his/her (continued) work dependent on
satisfactory fulfillment of his/her demands. As regards continuing
agreements, the rendering of further services may be denied until payment
of previous services (as well as any advance payments under Sentence 1)
has been effected. This shall analogously apply if services are rendered in
installments and fee installments are outstanding.

(1)
The contract, its execution and the claims resulting from it shall be
exclusively governed by Austrian law, excluding national referral rules.
(2)
The place of performance shall be the place of business of the
contractor.
(3)
In absence of a written agreement stipulating otherwise, the place
of jurisdiction is the competent court of the place of performance.

(18) With the exception of obvious essential errors, a complaint
concerning the work of the contractor shall not justify even only the partial
retention of fees, other compensation, reimbursements and advance
payments (remuneration) owed to him/her in accordance with Item 12.
(19) Offsetting the remuneration claims made by the contractor in
accordance with Item 12. shall only be permitted if the demands are
uncontested and legally valid.

13. Other Provisions
(1)
With regard to Item 12. (17), reference shall be made to the legal
right of retention (Section 471 ABGB, Section 369 UGB); if the right of
retention is wrongfully exercised, the contractor shall generally be liable
pursuant to Item 7. or otherwise only up to the outstanding amount of
his/her fee.
(2)
The client shall not be entitled to receive any working papiers and
similar documents prepared by the contractor in the course of fulfilling the
contract. In the case of contract fulfillment using electronic accounting
systems the contractor shall be entitled to delete the data after handing
over all data based thereon – which were prepared by the contractor in
relation to the contract and which the client is obliged to keep – to the client
and/or the succeeding public accountant in a structured, common and
machine-readable format. The contractor shall be entitled to an appropriate
fee (Item 12. shall apply by analogy) for handing over such data in a
structured, common and machine-readable format. If handing over such
data in a structured, common and machine-readable format is impossible
or unfeasible for special reasons, they may be handed over in the form of
a full print-out instead. In such a case, the contractor shall not be entitled
to receive a fee.

non-binding electronic copy

(9)

SECTION II
15. Supplementary Provisions for Consumer Transactions
(1)
Contracts between public accountants and consumers shall fall
under the obligatory provisions of the Austrian Consumer Protection Act
(KSchG).
(2)
The contractor shall only be liable for the willful and grossly
negligent violation of the obligations assumed.
(3)
Contrary to the limitation laid down in Item 7. (2), the duty to
compensate on the part of the contractor shall not be limited in case of
gross negligence.
(4)
Item 6. (2) (period for right to correction of errors) and Item 7. (4)
(asserting claims for damages within a certain period) shall not apply.
(5)

Right of Withdrawal pursuant to Section 3 KSchG:

If the consumer has not made his/her contract statement in the office
usually used by the contractor, he/she may withdraw from the contract
application or the contract proper. This withdrawal may be declared until
the contract has been concluded or within one week after its conclusion;
the period commences as soon as a document has been handed over to
the consumer which contains at least the name and the address of the
contractor as well as instructions on the right to withdraw from the contract,
but no earlier than the conclusion of the contract. The consumer shall not
have the right to withdraw from the contract

Contracts on Recurring Services:

(a) Contracts which oblige the contractor to render services and
the consumer to effect repeated payments and which have been concluded
for an indefinite period or a period exceeding one year may be terminated
by the consumer at the end of the first year, and after the first year at the
end of every six months, by adhering to a two-month period of notice.
(b) If the total work is regarded as a service that cannot be divided
on account of its character, the extent and price of which is determined
already at the conclusion of the contract, the first date of termination may
be postponed until the second year has expired. In case of such contracts
the period of notice may be extended to a maximum of six months.
(c) If the execution of a certain contract indicated in lit. a) requires
considerable expenses on the part of the contractor and if he/she informed
the consumer about this no later than at the time the contract was
concluded, reasonable dates of termination and periods of notice which
deviate from lit. a) and b) and which fit the respective circumstances may
be agreed.
(d) If the consumer terminates the contract without complying with
the period of notice, the termination shall become effective at the next
termination date which follows the expiry of the period of notice.

1. if the consumer himself/herself established the business
relationship concerning the conclusion of this contract with the contractor
or his/her representative,
2. if the conclusion of the contract has not been preceded by any
talks between the parties involved or their representatives, or
3. in case of contracts where the mutual services have to be
rendered immediately, if the contracts are usually concluded outside the
offices of the contractors, and the fee agreed upon does not exceed €15.
In order to become legally effective, the withdrawal shall be declared in
writing. It is sufficient if the consumer returns a document that contains
his/her contract declaration or that of the contractor to the contractor with
a note which indicates that the consumer rejects the conclusion or the
maintenance of the contract. It is sufficient if this declaration is dispatched
within one week.
If the consumer withdraws from the contract according to Section 3 KSchG,
1. the contractor shall return all benefits received, including all
statutory interest, calculated from the day of receipt, and compensate the
consumer for all necessary and useful expenses incurred in this matter,
2. the consumer shall pay for the value of the services rendered
by the contractor as far as they are of a clear and predominant benefit to
him/her.
According to Section 4 (3) KSchG, claims for damages shall remain
unaffected.
(6)

Cost Estimates according to Section 5 Austrian KSchG:

The consumer shall pay for the preparation of a cost estimate by the
contractor in accordance with Section 1170a ABGB only if the consumer
has been notified of this payment obligation beforehand.
If the contract is based on a cost estimate prepared by the contractor, its
correctness shall be deemed warranted as long as the opposite has not
been explicitly declared.
(7)

Correction of Errors: Supplement to Item 6.:

If the contractor is obliged under Section 932 ABGB to improve or
complement his/her services, he/she shall execute this duty at the place
where the matter was transferred. If it is in the interest of the consumer to
have the work and the documents transferred by the contractor, the
consumer may carry out this transfer at his/her own risk and expense.
(8)

Jurisdiction: Shall apply instead of Item 14. (3)

If the domicile or the usual residence of the consumer is within the country
or if he/she is employed within the country, in case of an action against
him/her according to Sections 88, 89, 93 (2) and 104 (1) Austrian Court
Jurisdiction Act (JN), the only competent courts shall be the courts of the
districts where the consumer has his/her domicile, usual residence or place
of employment.
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