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Raiffeisen Zentralbank Österreich Aktiengesellschaft, with its registered office in Vienna and the business address 
Am Stadtpark 9, 1030 Vienna, registered with the commercial register of the Commercial Court of Vienna under 
FN 58882 t is the lead and central institution of the Raiffeisen Banking Group Austria (RBG Austria). RZB has, 
among other duties, the service unit for the members of the RBG Austria. RZB also coordinates the minimum reserve 
and the statutory liquidity reserve of the individual affiliated regional headquarters (i.e. the regional Raiffeisen 
banks). RZB pools equity participations in affiliated companies (Verbundunternehmen) (such as Raiffeisen Bauspar-
kasse, Raiffeisen Capital Management, Raiffeisen Factor Bank, Raiffeisen-Leasing, etc.) and in other associated 
companies such as card complete Service Bank AG, LLI or UNIQA. 

Furthermore, through its listed subsidiary Raiffeisen Bank International AG, with its registered office in Vienna and the 
business address Am Stadtpark 9, 1030 Vienna, registered with the commercial register of the Commercial Court 
of Vienna under FN 122119 m, RZB disposes over one of the largest banking networks in Central and Eastern Eu-
rope (CEE) and has a leading position within the corporate business market in Austria. 

RZB is the sole shareholder of Raiffeisen International Beteiligungs GmbH, with its registered office in Vienna and 
the business address Am Stadtpark 9, 1030 Vienna, registered with the commercial register of the Commercial 
Court of Vienna under FN 294941 m. RI Bet holds 177,847,115 ordinary shares (around 60.7% of the share cap-
ital and voting rights) in the listed company RBI. 

In order to simplify the Group’s structure, and the corporate governance and decision-making structures of the credit 
institution group, and to improve its regulatory capital (in particular to avoid minority deductions), it is planned to 
merge RZB and RBI. This will be carried out in two steps. Firstly, RI Bet, as the Transferring Company, will be 
merged upstream with RZB as the Acquiring Company. Subsequently RZB, as the Transferring Company, will be 
merged downstream with RBI as the Acquiring Company. 

The executive management of RI Bet and the Management Board of RZB have drawn up a Draft Merger Agree-
ment on the merger of RI Bet with RZB, which will precede this Merger. This Draft Merger Agreement will be pre-
sented to the General Meeting of RZB on 23 January 2017 for its approval. 

The RZB Management Board and the RBI Management Board have drawn up a Draft Merger Agreement on the 
merger of RZB with RBI. This Draft Merger Agreement will be submitted to the RZB General Meeting on 23 January 
2017 for its approval and to the RBI General Meeting on 24 January 2017 for its approval. 

When the Preceding Merger of RI Bet with RZB enters into effect, RZB will directly hold 117,847,115 ordinary 
bearer shares in RBI, corresponding to around 60.7% of the share capital of and voting rights in RBI. 

RZB will be merged with RBI by granting shares in RBI pursuant to secs. 219 et seq. of the Austrian Stock Corpora-
tion Act (Aktiengesetz - AktG) (including distribution of the shares in RBI which were previously held indirectly by 
RZB to RZB shareholders).  

The RZB Management Board and the RBI Management Board are issuing the following Joint Merger Report pur-
suant to sec. 220a of the Stock Corporation Act on the merger of RZB with RBI. This Merger Report contains infor-
mation necessary for the shareholders of RZB and RBI to form an opinion and reach a decision regarding this 
Merger. In the following sections, the companies involved and the economic rationale behind the merger of RZB 
and RBI and its effects will be described; the Merger Agreement on the merger of RZB with RBI and the influence 
this Merger will have on the share capital and shareholding structure of RBI and on stock market trading will be 
discussed, and the evaluation of the exchange ratio will be set out in detail. 
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D E F I N I T I O N S  A N D  A B B R E V I A T I O N S  

 

para. paragraph 
AktG Austrian Stock Corporation Act (Bundesgesetz über Aktiengesellschaften (Akti-

engesetz - AktG)), Austrian Federal Law Gazette (BGBl) 1965/98, as 
amended 

AT1 Additional core capital instruments 
BDO BDO Austria GmbH Wirtschaftsprüfungs- und Steuerberatungsgesellschaft 

(FN 96046 w) 
B-IPS Federal institutional protection scheme in Austria (Bundes-IPS) 
BWG Austrian Banking Act (Bundesgesetz über das Bankwesen (Bankwesengesetz - 

BWG)), Austrian Federal Law Gazette (BGBl) 1993/532, as amended 
approx. approximately 
CAGR Compounded annual growth rate 
CAPM Capital Asset Pricing Model 
CET1 Common equity instruments 
CEE Central and Eastern Europe 
Citi Citigroup Global Markets Limited, London 
CRR REGULATION (EU) No 575/2013 OF THE EUROPEAN PARLIAMENT AND 

OF THE COUNCIL of 26 June 2013 on prudential requirements for credit in-
stitutions and investment firms and amending Regulation (EU) No. 648/2012 

DCF Discounted Cash Flow 
Deutsche Bank Deutsche Bank AG, Frankfurt am Main 
i.e. id est; this means 
ESAEG Federal Act on Deposit Guarantee Schemes and Investor Compensation for 

Banks (Bundesgesetz über die Einlagensicherung und Anlegerentschädigung 
bei Kreditinstituten (Einlagensicherungs- und Anlegerentschädigungsgesetz - 
ESAEG)), Austrian Federal Law Gazette (BGBl) 117/2015, as amended 

EUR Euro 
EY Ernst & Young Wirtschaftsprüfungsgesellschaft m.b.H. 

(FN 267030 t) 
ECB European Central Bank 
et seq. and the following 
FMA Austrian Financial Market Authority (Finanzmarktaufsichtsbehörde) 
GmbHG Act of 6 March 1906 on limited liability companies (Limited Liability Compa-

nies Act) (Gesetz über Gesellschaften mit beschränkter Haftung - GmbHG), 
Austrian Reich Law Gazette (RGBl) 1906/58, as amended 

incl. including 
Interfides INTERFIDES audit Wirtschaftsprüfungs- und SteuerberatungsgesellschaftmbH 

(FN 284914 t) 
IPS Institutional protection scheme 
L-IPS Regional institutional protection scheme (Landes-IPS) 
LLI LEIPNIK-LUNDENBURGER INVEST Beteiligungs Aktiengesellschaft 

(FN 214802 k) 
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mn million(s) 
bn billion(s) 
NTB NOTARTREUHANDBANK AG (credit institution) (FN 156992 x) 
ÖRE Österreichische Raiffeisen-Einlagensicherung eGen (FN 31735 w) 
Raiffeisen Bausparkasse Raiffeisen Bausparkasse Gesellschaft m.b.H. (credit institution) (FN 116309 v) 
Raiffeisen KAG Raiffeisen Kapitalanlage-Gesellschaft mit beschränkter Haftung (FN 83517 w) 
Raiffeisen-Leasing Raiffeisen-Leasing Gesellschaft m.b.H. (FN 55858 w) 
RBI Raiffeisen Bank International AG (FN 122119 m) 
RBI Group RBI and its consolidated subsidiaries pursuant to sec. 244 of the Austrian 

Commercial Code (Unternehmensgesetzbuch - UGB) and/or in connection 
with the calculation of regulatory capital, the credit institution group consoli-
dated with RBI within the meaning of partial consolidation pursuant to Art. 11 
(5) of the CRR 

RBG Austria Raiffeisen Banking Group Austria, comprising RZB, RBI, regional Raiffeisen 
banks and Raiffeisen banks and the majority of their subsidiaries; the Raiffeisen 
Banking Group Austria is neither a corporate group pursuant to sec. 15 of the 
Stock Corporation Act nor a credit institution group pursuant to sec. 30 of the 
Austrian Banking Act, nor a credit institution association pursuant to sec. 30a of 
the Austrian Banking Act 

RE Raiffeisen evolution project development GmbH 
(FN 226332 t) 

RFB Raiffeisen Factor Bank AG (FN 303457 k) 
RI Bet Raiffeisen International Beteiligungs GmbH (FN 294941 m) 
RKÖ Raiffeisen-Kundengarantiegemeinschaft Österreichs 
RWBB Raiffeisen Wohnbaubank Aktiengesellschaft (FN 117299 z) 
RZB Raiffeisen Zentralbank Österreich Aktiengesellschaft (FN 58882 t) 
RZB Group RZB and its consolidated subsidiaries pursuant to sec. 244 of the Austrian 

Commercial Code and/or in connection with the calculation of regulatory 
capital, the credit institution group consolidated with RZB pursuant to sec. 30 
of the Austrian Banking Act 

RWA Risk-weighted assets 
UGB Austrian Commercial Code (Bundesgesetz über besondere zivilrechtliche Vor-

schriften für Unternehmen (Unternehmensgesetzbuch - UGB)), Austrian Reich 
Law Gazette (DRGBl) 1897 p. 219, amended, inter alia, by the Amendment 
to the Austrian Commercial Code (Handelsrechts-Änderungsgesetz), Federal 
Law Gazette I (BGBl I) 2005/120, as amended 

UmgrStG Federal act stipulating tax measures for the reorganization of companies (Aus-
trian Reorganization Tax Act (Umgründungssteuergesetz - UmgrStG)), Austrian 
Federal Law Gazette (BGBl) 1991/699, as amended 

UBS UBS Europe SE, Frankfurt am Main 
UNIQA UNIQA Insurance Group AG (insurance) (FN 92933 t) 
Merger Shares has the meaning specified in VI.6 
sec. section 
e.g. exempli gratia (for example) 
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I. COMPANIES INVOLVED IN THE MERGER 

1 Raiffeisen Zentralbank Österreich Aktiengesellschaft 

1.1 Company name, registered office, financial year and object of RZB 

1.1.1 Company name, registered office, financial year 

The company name of the Transferring Company is Raiffeisen Zentralbank Österreich Aktieng-
esellschaft. RZB is a stock corporation established under Austrian law, with its registered office in 
Vienna and the business address Am Stadtpark 9, 1030 Vienna, registered with the commercial 
register of the Commercial Court of Vienna under FN 58882 t. RZB’s financial year corre-
sponds to the calendar year. The effective date of the annual financial statements is 31 Decem-
ber. 

1.1.2 Purpose of the company 

Pursuant to sec. 2 of RZB’s Articles of Association, the company’s purpose consists in the con-
duct of the following banking business:  

 Sec. 1 para. 1 sub-para. 1 of the Austrian Banking Act (Bankwesengesetz - BWG): deposit 
business; 

 Sec. 1 para. 1 sub-para. 2 of the Austrian Banking Act: current account business; 

 Sec. 1 para. 1 sub-para. 3 of the Austrian Banking Act: lending business; 

 Sec. 1 para. 1 sub-para. 7 lit. a) of the Austrian Banking Act: foreign exchange and foreign 
currency business; 

 Sec. 1 para. 1 sub-para. 7 lit. b) of the Austrian Banking Act: trading in money market in-
struments for the company’s own account or for the account of others; 

 Sec. 1 para. 1 sub-para. 7 lit. c) of the Austrian Banking Act: futures and options business; 

 Sec. 1 para. 1 sub-para. 7 lit. d) of the Austrian Banking Act: the dealing for own or other 
than own account in forward interest rate agreements and interest rate adjustment agree-
ments (forward rate agreements, FRA), interest rate and currency swaps as well as equity 
swaps; 

 Sec. 1 para. 1 sub-para. 7 lit. e) of the Austrian Banking Act: securities business; 

 Sec. 1 para. 1 sub-para. 7 lit. f) of the Austrian Banking Act: the dealing for own or other 
than own account in instruments derived from sec. 1 para. 1 sub-para. 7 lit. b to e of the 
Austrian Banking Act; 

 Sec. 1 para. 1 sub-para. 8 of the Austrian Banking Act: guarantee business; 

 Sec. 1 para. 1 sub-para. 9 of the Austrian Banking Act: issuing of securities business; 

 Sec. 1 para. 1 sub-para. 10 of the Austrian Banking Act: other securities issuance business; 
and 

 Sec. 1 para. 1 sub-para. 11 of the Austrian Banking Act: third party issuing of securities 
business. 
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In addition, RZB is authorized to engage in all activities in its capacity as the central institution of 
the RBG Austria. These activities include in particular: 

a) Managing and investing the liquid funds, including especially the liquidity reserves of the
RBG Austria, which have been made available to the Company;

b) Promoting the financial and business transactions of RBG Austria enterprises, irrespective of
their legal form, among each other and with third parties, and granting loans and liquidity
assistance to such enterprises; and

c) Procuring uniform advertising and administrative measures and the training of the employ-
ees of such enterprises.

RZB is authorized to perform all services directly or indirectly related to the aforementioned 
banking transactions, in particular regarding the transactions and activities set out in sec. 1 pa-
ras. 2 and 3 of the Austrian Banking Act, to engage in the business of management consulting 
and management organization, and to perform services in the field of automatic data pro-
cessing and information technology. 

For the financing of its corporate purpose RZB is authorized in compliance with applicable law 
to raise own funds as defined in Regulation (EU) No 575/2013 or subordinated and non-
subordinated debt capital represented by securities or otherwise. 

RZB is authorized to acquire real estate, to establish branches and subsidiaries in and outside 
Austria, and to acquire equity participations in other enterprises. Moreover, RZB is authorized to 
engage in any business and take all measures which are necessary or expedient for realizing its 
aims or which are related thereto. 

1.2 Business activities and equity participations of RZB 

1.2.1 Business activities 

Founded in 1927, RZB is the lead and central institution of the RBG Austria; it is the service unit 
for the members of the RBG Austria and is head of the RZB Group, including RBI. As the lead 
institution, RZB also acts as a hub between the RBG Austria and RBI with its banking network in 
Central and Eastern Europe. 

As parent company of the listed subsidiary RBI and top-level credit institution for the credit institu-
tion group, RZB owns one of the largest international banking networks in CEE. 14 markets of 
the region are covered by subsidiary banks, leasing companies and numerous other financial 
service providers. A total of around 51,000 employees around the world provide services for 
approximately 14.2 million customers at around 2,641 branch offices (as of 30 June 2016). 

1.2.2 Principal equity participations  

In addition to its participation in RBI, RZB holds other domestic equity participations in the finan-
cial sector as well as equity participations in the insurance sector (UNIQA) and the industrial 
sector; the principal participations are described in 3.3 below. 
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1.3 RZB capital and shareholders 

1.3.1 Share capital 

RZB’s share capital amounts to EUR 492,466,422.50, divided into 6,776,750 no-par-value 
registered shares with voting rights (ordinary shares).  

1.3.2 Legal form of the shares and securitization 

RZB’s shares are registered shares. The Management Board specifies the form and content of 
the share certificates. Global certificates may be issued. The right of shareholders to securitiza-
tion of their shares is excluded. 

1.3.3 Shareholders 

RZB’s shareholders and their current shareholdings (percentage share of the share capital) are 
as follows: 

   
Shareholder No. of shares Per cent. 

RAIFFEISENLANDESBANK NIEDERÖSTERREICH-WIEN AG 35,708 0.53 

RLB NÖ – Wien Sektorbeteiligungs GmbH 2,318,822 34.22  

Raiffeisenlandesbank Oberösterreich Aktiengesellschaft 3,743 0.06  

RLB OÖ Sektorholding GmbH 980,805 14.47  

RLB OÖ Unternehmensbeteiligungs GmbH 7,353 0.11  

Raiffeisenlandesbank Kärnten – Rechenzentrum und Revisionsverband regGenmbH 14,375 0.21  

RLB Unternehmensbeteiligungs GmbH 354,100 5.22  

Raiffeisen-Landesbank Tirol AG 1,106 0.02  

Raiffeisenverband Salzburg eGen 10 0.00  

Raiffeisenlandesbank Burgenland und Revisionsverband regGenmbH 14,150 0.21  

Raiffeisenlandesbank Vorarlberg Waren- und Revisionsverband regGenmbH 303,922 4.48  

Posojilnica Bank eGen 2,404 0.04  

Unternehmensbeteiligungs Gesellschaft mit beschränkter Haftung 314,482 4.64  

RWA – Raiffeisen Ware Austria AG 162,444 2.40  

HSE Beteiligungs GmbH 38,643 0.57  

UNIQA Finanzbeteiligung GmbH 161,133 2.38  

Raiffeisen Landesbank Steiermark AG 33,911 0.50  

UNIQA Österreich Versicherungen AG 10,392 0.15  

RLB Tirol Holding Verwaltungs GmbH 381,235 5.63  

RLB Burgenland Sektorbeteiligungs GmbH 293,254 4.33  

KONKRETA Beteiligungsverwaltungs GmbH 965,311 14.24  

Agroconsult Austria Gesellschaft m.b.H. 379,447 5.60  
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1.4 RZB Management Board and Supervisory Board 

1.4.1 Management Board 
  
Management Board member Date of birth 

Dr. Walter Rothensteiner, Vorsitzender 07.03.1953 

Mag. Michael Höllerer, Mitglied 14.01.1978 

Dr. Johannes Schuster, Mitglied 07.05.1970 
  

1.4.2 Supervisory Board 
  
Supervisory Board member Date of birth 

Mag. Erwin Hameseder, Vorsitzender 28.05.1956 

MMag. Martin Schaller, 1. Stellvertreter des Vorsitzenden 25.07.1965 

Dr. Heinrich Schaller, 2. Stellvertreter des Vorsitzenden 11.11.1959 

Betr.oec. Wilfried Hopfner, 3. Stellvertreter des Vorsitzenden 25.06.1957 

Mag. Klaus Buchleitner, Mitglied 21.01.1964 

Dr. Tanja Daumann, Mitglied (Arbeitnehmervertreterin) 26.05.1974 

Mag. Walter Demel, Mitglied (Arbeitnehmervertreter) 09.04.1969 

Mag. Peter Gauper, Mitglied 04.11.1962 

Dr. Rudolf Könighofer, Mitglied 22.10.1962 

Mag.(FH) Gebhard Muster, Mitglied (Arbeitnehmervertreter) 22.03.1967 

Dr. Johannes Ortner, Mitglied 30.12.1966 

Mag. Desiree Preining, Mitglied (Arbeitnehmervertreterin) 28.04.1972 

Dr. Günther Reibersdorfer, Mitglied 25.07.1954 

Mag. Doris Reinsperger, Mitglied (Arbeitnehmervertreterin) 11.11.1966 

Dipl.-Ing. Reinhard Wolf, Mitglied 17.01.1960 
  

1.4.3 Other 

The RZB Supervisory Board has the following committees: Working Committee, Nomination 
Committee pursuant to sec. 29 of the Austrian Banking Act, Personnel Committee, Audit Commit-
tee pursuant to sec. 63a para. 4 of the Austrian Banking Act, Risk Committee pursuant to sec. 
39d of the Austrian Banking Act, Remuneration Committee pursuant to sec. 39c of the Austrian 
Banking Act. There is also the Federal Advisory Committee (Länderkuratorium), which may sub-
mit suggestions to the Supervisory Board. 

2 Raiffeisen Bank International AG 

2.1 Company name, registered office, financial year and object of RBI 

2.1.1 Company name, registered office, financial year 

The company name of the Acquiring Company is Raiffeisen Bank International AG. RBI is a 
stock corporation established under Austrian law, with its registered office in Vienna and the 
business address Am Stadtpark 9, 1030 Vienna, registered with the commercial register of the 
Commercial Court of Vienna under FN 122119 m. RBI’s financial year corresponds to the cal-
endar year. The effective date of the annual financial statements is 31 December. 
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2.1.2 Purpose of the company 

Pursuant to sec. 2 of RBI’s Articles of Association, RBI’s purpose is to enter into banking transac-
tions of the kind set out in sec. 1 para. 1 of the Austrian Banking Act and into any transactions in 
connection therewith, with the exception of the investment fund business, the real estate invest-
ment fund business, the participation fund business, the severance and retirement fund business, 
the building society business, and the issuance of mortgage bonds and municipal bonds. Further 
purposes of RBI are: 

a) Consultancy and management services of any kind for the business enterprises in which the
Company holds an equity participation or which are otherwise affiliated with the Company;

b) Activities and services of any kind which are directly or indirectly connected with the bank-
ing business, including in particular the activities set out in sec. 1 paras. 2 and 3 of the Aus-
trian Banking Act, the performance of management consulting services, including company
organization services and services in the field of automatic data processing and information
technology.

For the financing of its corporate purpose RBI is authorized in compliance with applicable law 
to raise own funds as defined in Regulation (EU) No. 575/2013 or subordinated and non-
subordinated debt capital represented by securities or otherwise. 

RBI is authorized to acquire real estate, to establish branches and subsidiaries in Austria and 
elsewhere, and to acquire shareholdings in other companies. Moreover, RBI is entitled to en-
gage in any and all transactions and to take all measures which are deemed necessary or ex-
pedient for the fulfillment of the company’s purposes, including without limitation in areas that are 
similar or related to such purposes. 

2.2 Business activities, equity participations and development of RBI 

2.2.1 Business activities 

RBI regards Austria and Central and Eastern Europe (CEE) as its home market. In CEE, it main-
tains a closely knit network of subsidiary banks, leasing companies and numerous specialized 
financial service providers, and operates as a universal bank. Around 48,000 employees pro-
vide services for approximately 14.2 million customers in 2,641 branch offices in CEE (as of 30 
June 2016). In Austria, RBI is one of the top corporate and investment banks. 

RBI’s bank concession includes: 

 Sec. 1 para. 1 sub-para. 1 of the Austrian Banking Act: deposit business

 Sec. 1 para. 1 sub-para. 2 of the Austrian Banking Act: current account business

 Sec. 1 para. 1 sub-para. 3 of the Austrian Banking Act: lending business

 Sec. 1 para. 1 sub-para. 4 of the Austrian Banking Act: discount business

 Sec. 1 para. 1 sub-para. 5 of the Austrian Banking Act: deposit business

 Sec. 1 para. 1 sub-para. 7 lit. a) of the Austrian Banking Act: foreign exchange and foreign
currency business
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 Sec. 1 para. 1 sub-para. 7 lit. b) of the Austrian Banking Act: trading in money market in-
struments for the company’s own account or for the account of others 

 Sec. 1 para. 1 sub-para. 7 lit. c) of the Austrian Banking Act: futures and options business 

 Sec. 1 para. 1 sub-para. 7 lit. d) of the Austrian Banking Act: the dealing for own or other 
than own account in forward interest rate agreements and interest rate adjustment agree-
ments (forward rate agreements, FRA), interest rate and currency swaps as well as equity 
swaps; 

 Sec. 1 para. 1 sub-para. 7 lit. e) of the Austrian Banking Act: securities business 

 Sec. 1 para. 1 sub-para. 7 lit. f) of the Austrian Banking Act: the dealing for own or other 
than own account in instruments derived from sec. 1 para. 1 sub-para. 7 lit. b to e of the 
Austrian Banking Act 

 Sec. 1 para. 1 sub-para. 7a of the Austrian Banking Act: trading in financial instruments pur-
suant to sec. 1 para. 1 sub-para. 6 lit. e to g and j of the Securities Supervision Act 2007 
(Wertpapieraufsichtsgesetz 2007 - WAG 2007), for the credit institution’s own account or 
on behalf of others, except in the case of trading conducted by persons pursuant to sec. 2 
para. 1 sub-paras. 11 and 13 of the Securities Supervision Act 2007 

 Sec. 1 para. 1 sub-para. 8 of the Austrian Banking Act: guarantee business 

 Sec. 1 para. 1 sub-para. 9 of the Austrian Banking Act: issuing of securities business (re-
stricted to the issuance of covered bonds) 

 Sec. 1 para. 1 sub-para. 10 of the Austrian Banking Act: other securities issuance business 

 Sec. 1 para. 1 sub-para. 11 of the Austrian Banking Act: third party issuing of securities 
business 

 Sec. 1 para. 1 sub-para. 15 of the Austrian Banking Act: capital financing business 

 Sec. 1 para. 1 sub-para. 16 of the Austrian Banking Act: factoring business 

 Sec. 1 para. 1 sub-para. 17 of the Austrian Banking Act: the conduct of money brokering 
transactions on the interbank market 

 Sec. 1 para. 1 sub-para. 18 of the Austrian Banking Act: the brokering of transactions as 
specified in 

a) sub-para. 1, except for transactions conducted by contract insurance undertakings; 

b) sub-para. 3, except for the brokering of mortgage loans and personal loans by real es-
tate agents, personal loan and mortgage loan brokers, and investment advisors; 

c) sub-para. 7 lit. a where this applies to foreign exchange transactions; 

d) sub-para. 8.  

RBI is furthermore authorized to carry out the activities listed in sec. 1 paras. 2 and 3 of the Aus-
trian Banking Act. 

2.2.2 Principal equity participations 

RBI is one of the leading banking groups in Central and Eastern Europe and operates one of 
the largest banking networks in this region. 
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The RBI Group includes subsidiary banks, leasing companies and a number of financial service 
providers. RBI has subsidiary banks in 14 CEE markets, namely in Albania, Belarus, Bosnia and 
Herzegovina, Bulgaria, Croatia, the Czech Republic, Hungary, Kosovo, Poland, Romania, Rus-
sia, Serbia, Slovakia, and Ukraine (in alphabetical order). An overview of the geographical dis-
tribution of the assets, branch offices and personnel of the RBI Group is provided in section 
II.4.1. 

2.2.3 Development 

With its subsidiaries, RBI is one of the leading banking groups in CEE. 

After founding today’s Raiffeisen Bank Hungary, in 1986, the RZB Group initially expanded 
within the CEE region by setting up own subsidiaries and, since 2000, primarily through acquisi-
tions of existing banks. These equity participations in banks and financial institutions in CEE were 
gradually bundled into RBI (which at the time was still named Raiffeisen International AG). In 
2010, RZB’s corporate business (including associated equity participations) was transferred to 
RBI. 

At the beginning of 2014, RBI increased its capital by 97,473,914 shares; these shares were 
issued at EUR 28.50 per new share and resulted in total net issuance proceeds of EUR 2.725 
bn. RZB’s participation in this capital increase amounted to EUR 750 mn. As a result, RZB’s hold-
ing in RBI reduced from 78.5% to 60.7%. 

RBI subsequently repaid the participation capital issued in 2008 and 2009, namely (i) in June 
2014, initially, the portion subscribed by the Republic of Austria with a nominal value of EUR 
1,750 mn, and (ii) in September 2014 also the participation capital held by private investors 
with a nominal value of EUR 750 mn. The repayment was made against the backdrop of a 
change in the regulatory environment according to which participation capital could only be 
partially allocated to CET1 in a transitional phase and thereafter could no longer be assigned 
to CET1. 

Under a strategic transformation program adopted at the beginning of 2015 aimed at improv-
ing the RBI Group’s capital base and reducing complexity within the Group, it was decided, 
amongst other things, to reduce risk-weighted assets in individual markets, to sell the subsidiaries 
in Poland and Slovenia, and to withdraw from the USA and rescale business in Asia. 

As part of this, the sale of the Slovenian subsidiary was completed as of 30 June 2016. The 
sale of the Polish leasing company Raiffeisen-Leasing Polska S.A. was closed on 1 December 
2016. In Hungary, the branch office network was significantly streamlined with a shift in focus to 
corporate banking and high-value private individual customers. In Russia and Ukraine, risk-
weighted assets were significantly reduced and the downscaling of assets in Asia and the USA 
progressed according to plan. At the same time, it was decided to integrate the direct banking 
subsidiary ZUNO BANK AG into the Czech and Slovakian subsidiary banks. This should be 
completed by the end of 2017. If the Polish subsidiary bank Raiffeisen Bank Polska S.A has not 
been sold by the middle of 2017, at least 15% of the shares in Raiffeisen Bank Polska S.A. are 
to be listed on the Warsaw Stock Exchange pursuant to an agreement with the Polish financial 
supervision authority. 
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Overall, the implementation of the transformation program should result in a CET1 ratio of at 
least 12% and an equity ratio of 16% (in each case fully loaded, i.e. excluding the transitional 
provisions as defined within the CRR) by the end of 2017. 

2.3 RBI capital and shareholders 

2.3.1 Share capital 

RBI’s share capital (before the capital increase to execute the Merger) amounts to EUR 
893,586,065.90, divided (before the capital increase to execute the Merger) into 
292,979,038 no-par-value bearer shares with voting rights (ordinary shares). 

2.3.2 Legal form of the shares and certification 

RBI’s shares are bearer shares. One share grants one vote at RBI’s General Meeting. All RBI 
shares are deposited in securities accounts. Shares issued in connection with future capital in-
creases may be bearer shares or registered shares. Unless the resolution on a capital increase 
provides otherwise, the shares shall be bearer shares. Bearer shares shall be represented by 
one or, as the case may be, several global certificates and shall be deposited with a central 
securities depositary pursuant to sec. 1 para. 3 of the Securities Deposit Act (Depotgesetz - 
DepotG) or with an equivalent non-Austrian institution. 

2.3.3 Shareholders 

When the Preceding Merger of RI Bet with RZB enters into effect, RZB will directly hold 
117,847,115 ordinary bearer shares in RBI, corresponding to around 60.7% of the share capi-
tal and voting rights. By virtue of a syndicate agreement, the voting rights attributable to RZB 
from these 177,847,115 RBI shares will also be assigned to the individual regional Raiffeisen 
banks (in each case pursuant to secs. 91, 92 sub-para. 7 of the Austrian Stock Exchange Act 
(Börsegesetz - BörseG)) as syndicate partners and to their holding companies which have ac-
ceded to the syndicate agreement, which hold, in total, around 90.43% of the share capital and 
voting rights in RZB as parties acting in concert (see notification on voting rights published on 19 
July 2016). 

The remaining share of approximately 39.3% of RBI’s shares is in free float, of which around 
27.7% is, to RBI’s knowledge, held by institutional investors and around 11.6% by private inves-
tors (figures as of 31 December 2015). To RBI’s knowledge, the institutional shareholders at the 
end of 2015 also included sovereign wealth funds and supranational organizations. The majori-
ty of private investors are located in Austria. With the exception of RZB and the legal entities 
which act in concert pursuant to the notification on voting rights of 19 July 2016, no sharehold-
ers have notified a participation of 4% or more in the voting rights of RBI pursuant to sec. 91 et 
seq. of the Austrian Stock Exchange Act. 
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2.4 RBI Management Board and Supervisory Board 

2.4.1 Management Board 
  
Management Board member Date of birth 

Dr. Karl Sevelda, Vorsitzender 31.01.1950 

Dr. Johann Strobl, stellvertretender Vorsitzender 18.09.1959 

Klemens Breuer, Mitglied 16.12.1967 

Mag. Martin Grüll, Mitglied 25.10.1959 

Mag. Andreas Gschwenter, Mitglied 16.01.1969 

Mag. Peter Lennkh, Mitglied 10.06.1963 
  

2.4.2 Supervisory Board 
  
Supervisory Board member Date of birth 

Dr. Walter Rothensteiner, Vorsitzender 07.03.1953 

Mag. Erwin Hameseder, 1. Stellvertreter des Vorsitzenden 28.05.1956 

Dr. Heinrich Schaller, 2. Stellvertreter des Vorsitzenden 11.11.1959 

MMag. Martin Schaller, 3. Stellvertreter des Vorsitzenden 25.07.1965 

Mag. Peter Anzeletti-Reikl, Mitglied (Arbeitnehmervertreter) 12.09.1965 

Mag. Klaus Buchleitner, Mitglied 21.01.1964 

Dr. Natalie Egger-Grunicke, Mitglied (Arbeitnehmervertreterin) 26.01.1973 

Dr. Kurt Geiger, Mitglied 17.03.1946 

Mag. Michael Höllerer, Mitglied 14.01.1978 

Mag. Rudolf Kortenhof, Mitglied (Arbeitnehmervertreter) 09.11.1961 

Mag. Helge Rechberger, Mitglied (Arbeitnehmervertreter) 27.09.1967 

Dr. Günther Reibersdorfer, Mitglied 25.07.1954 

Dr. Johannes Peter Schuster, Mitglied 07.05.1970 

Mag. Bettina Selden, Mitglied 22.10.1952 

Dr. Susanne Unger, Mitglied (Arbeitnehmervertreterin) 27.09.1961 
  

2.4.3 Other 

The RBI Supervisory Board has the following committees: Working Committee, Nomination 
Committee pursuant to sec. 29 of the Austrian Banking Act, Personnel Committee, Audit Commit-
tee pursuant to sec. 63a para. 4 of the Austrian Banking Act, Risk Committee pursuant to sec. 
39d of the Austrian Banking Act, Remuneration Committee pursuant to sec. 39c of the Austrian 
Banking Act.  

As part of the merger process, an amendment to the Articles of Association is to be proposed to 
the General Meeting, according to which the Supervisory Board may also establish advisory 
boards with a consultative function whose members do not have to be Supervisory Board mem-
bers. The responsibilities and powers of the Company’s Management Board and Supervisory 
Board would not be restricted by the establishment of such advisory boards.  
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II. THE RZB AND THE RBI GROUPS 

1 Integration within the RBG Austria 

 
Simplified overview 

The RBG Austria is the largest banking group in Austria. RZB is the central institution, pursuant to the Austri-
an Banking Act, of the RBG Austria and is majority-owned by the regional Raiffeisen banks. The RBG Aus-
tria is not a group pursuant to sec. 15 of the Stock Corporation Act, nor is it a credit institution group or a 
credit institution association pursuant to the Austrian Banking Act. 

2 Structure and core business activities of the RZB Group 

2.1 Structure of the RZB Group 

The RZB Group is the third-largest banking group in Austria. Despite liability relationships via Raiffeisen-
Kundengarantiegemeinschaft Österreich (RKÖ) and the Federal IPS (B-IPS), the first and second tiers of the 
RBG Austria (namely the independent Raiffeisen banks and the regional Raiffeisen banks) are not part of 
the RZB Group. 
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The RZB Group includes, inter alia, the RBI Group as a sub-consolidated sub-group (RBI prepares its own 
consolidated financial statements). As of 30 June 2016, the RZB Group had consolidated total assets of 
EUR 137.7 bn; this includes the sub-consolidated RBI Group with total assets of EUR 114.0 bn. 

2.2 Core business activities of the RZB Group 

RZB’s core business activities are the following: 

 Central institution of the RBG Austria; 

 Service unit providing central functions for the RBG Austria. 

Through RBI as a subsidiary of RZB, the RZB Group has one of the largest banking networks in Central 
and Eastern Europe. 

3 RZB 

3.1 Central institute function 

As central institute, RZB renders key services for efficient cooperation within the decentralized Raiffeisen 
banking group. 

For example, as the central institute, RZB maintains and coordinates the minimum reserve and also the statu-
tory liquidity reserve of the affiliated institutions. Together with the 477 Raiffeisen banks (as of 31 Decem-
ber 2015) and the regional Raiffeisen banks, RZB forms the largest cash pool in Austria. In addition to 
maintaining the liquidity reserve and the minimum reserve, it also takes deposits from and provides refinanc-
ing to the affiliated institutions to support their liquidity and foreign currency management. 

3.2 Service unit for the members of the RBG Austria 

As service provider for the RBG Austria, one of RZB’s functions is to provide support on regulatory issues 
and during the implementation of new requirements; it also offers advisory services within the RBG Austria 
and provides support for committee-based joint projects. RZB also renders essential marketing services for 
the entire RBG Austria and is responsible for strategic brand management. 

In addition to its group steering function, RZB’s Compliance division renders defined compliance services 
(such as anti-money laundering and compliance with sanctions against countries) for both group compa-
nies and also members of the RBG Austria. Most of RZB’s equity participations are long-term strategic par-
ticipations in banks, financial institutions and other companies, and are managed by RZB’s Participation 
Management division. RZB’s Internal Audit and Group Audit divisions are two further important divisions 
within the lead institute. 

3.3 Selected RZB equity participations  

Raiffeisen Bausparkasse (100%) 

Raiffeisen Bausparkasse offers discounted savings contracts as well as various forms of loans that facilitate 
the creation of housing as well as the financing of educational programs and upkeep initiatives. Raiffeisen 
Bausparkasse provides services for around 1.8 million customers in Austria and has foreign equity holdings 
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in the Czech Republic, Slovakia and Romania. As of 30 June 2016, Raiffeisen Bausparkasse had total as-
sets of around EUR 7.975 bn. 

Raiffeisen KAG (100%) 

Raiffeisen KAG establishes and administers asset management products (primarily investment funds) for pri-
vate and institutional customers in Austria and other countries. Together with its subsidiaries, Raiffeisen Im-
mobilien Kapitalanlage GmbH, which manages open-ended real estate funds, and Raiffeisen Salzburg In-
vest Kapitalanlage GmbH, which has been 75% owned by Raiffeisen KAG since 2013, the fund company 
also operates under the umbrella brand Raiffeisen Capital Management. As of 30 June 2016, Raiffeisen 
KAG had total assets of approximately EUR 109 mn (the managed assets are not included in the total as-
sets as they are external/special funds). The assets under management of Raiffeisen KAG (including its 
subsidiaries) amounted to around EUR 26.9 bn as of 30 June 2016. Based on assets under management, 
Raiffeisen KAG is the second-largest investment management company in Austria. 

RFB (100%) 

RFB’s principal function includes the purchase of short-term trade receivables and the associated financing 
of corporate customers from the industry, trade and services sectors. The regional Raiffeisen banks, the lo-
cal Raiffeisen banks and RBI provide RFB with a broad, Austria-wide sales network for its factoring services. 
As of 30 June 2016, RFB had total assets of around EUR 165 mn. 

RWBB (100%) 

RWBB issues tax-exempt housing construction bonds on the basis of the Federal Act on Special Tax 
Measures for the Promotion of Housing Construction (Bundesgesetz über steuerliche Sondermaßnahmen 
zur Förderung des Wohnbaus). Its partner banks (regional Raiffeisen banks, Raiffeisen Bausparkasse) re-
ceive the issuance proceeds and pass them on in the form of loans to their customers and also to institutes 
of the RBG Austria. According to statutory provisions, these funds are exclusively used for new housing 
construction projects and housing renovation projects. As of 30 June 2016, RWBB had total assets of 
around EUR 1.758 bn. 

Raiffeisen-Leasing (100%) 

Raiffeisen-Leasing has been providing services for retail and corporate customers and also municipalities in 
Austria and other countries since 1970. Its product portfolio includes all forms of motor, movable goods, 
aircraft and property leasing, vehicle fleet management and property development services. In addition to 
its most important sales channel, the RBG Austria, Raiffeisen-Leasing also offers its products and services via 
national and international sales partners as well as on a direct basis through its own sales organization. As 
of 30 June 2016, the Raiffeisen-Leasing sub-group had total assets of around EUR 2.105 bn. 

UNIQA  

UNIQA is one of the leading insurance groups in its core markets of Austria and Central and Eastern Eu-
rope. 22,000 employees and distribution partners in 19 countries provide services for around 10 million 
customers. In Austria, UNIQA has a market share of over 21% and is the country’s second-largest insur-
ance group. The UNIQA Group also includes insurance companies in Liechtenstein and Switzerland; 
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UNIQA sold the participations in its Italian subsidiaries in December 2016, with closing expected during 
the first half of 2017. 

RZB has reached agreement on the sale of an equity stake representing around 17.64% to its syndicate 
partner UNIQA Versicherungsverein Privatstiftung. At the same time, RZB will also acquire UNIQA shares 
totaling 2.24% which are held by RAIFFEISEN-HOLDING NIEDERÖSTERREICH-WIEN registrierte Genos-
senschaft mit beschränkter Haftung, Raiffeisen-Landesbank Steiermark AG and Raiffeisenlandesbank Kärn-
ten - Rechenzentrum und Revisionsverband, registrierte Genossenschaft mit beschränkter Haftung. This ac-
quisition will bundle the UNIQA shares held by the RBG Austria within RZB and further simplify the subsidi-
aries’ participation structure. Both transactions are expected to be closed in 2016. After completion of the 
planned transaction, RZB’s holding in UNIQA will total 10.87%. RZB considers its holding in UNIQA as a 
strategic long-term investment; consequently, even after the aforementioned equity stake has been trans-
ferred, RZB and UNIQA Versicherungsverein Privatstiftung will still retain joint control over UNIQA. The re-
lationship between the RBG Austria and UNIQA as preferred distribution partner will not be affected by 
the transaction and will continue. In future, 62.26% of UNIQA shares will be held by the syndicate of core 
shareholders, and around 37% of UNIQA shares will be in free float following the transaction. 

LLI (33.1%) 

LLI is a holding company which operates in the segments Flour and Milling, Vending and Other. The Flour 
& Milling segment pools the majority participations in milling companies in 24 locations in seven countries 
under GoodMills Group GmbH. The Vending segment includes café+co International Holding GmbH, 
which is involved in the operation, sale and servicing of espresso machines, vending machines for hot 
drinks, cold drinks, water dispensers and snacks, as well as self-service shops and staffed cafés. The Other 
segment completes the portfolio and includes companies in the areas of sugar, wholesale and retail trade 
in agricultural commodities, fruit, energy, construction and the participation in Casinos Austria AG. LLI’s sub-
sidiaries operate throughout Europe, focusing on markets in CEE. The majority shareholder of LLI is 
RAIFFEISEN-HOLDING NIEDERÖSTERREICH-WIEN registrierte Genossenschaft mit beschränkter Haftung 
(50.05%). 

NTB (26%) 

NTB is the certified bank of the Austrian Chamber of Notaries (Österreichische Notariatskammer) and ex-
clusively processes the escrow operations of Austrian notaries. It offers all of Austria’s approximately 500 
notaries the services they require to handle escrow operations. NTB has a subsidiary, NTB Solutions 
GmbH, for providing additional technical services to official departments and organizations.  

RE 

RE’s core business includes planning and developing sustainable residential and commercial real estate in 
Austria and in Eastern and Southeastern Europe. RE also acts as service provider implementing projects for 
third parties. 

The agreement on the sale of the 40% holding in RE was concluded with STRABAG SE on 2 December 
2016. The transaction is expected to be closed in 2016. 
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Raiffeisen Informatik GmbH (46.95%) 

Raiffeisen Informatik GmbH provides IT services for major clients in Austria and other countries, focusing on 
services for companies in the Raiffeisen sector. Its portfolio extends from highly available IT operations, out-
sourcing, security services, consulting and license management through to complete workstation support. 
The other shareholders of Raiffeisen Informatik GmbH are Raiffeisenlandesbank Niederösterreich-Wien 
AG, Raiffeisenlandesbank Burgenland und Revisionsverband eGen, Raiffeisen Rechenzentrum reg Gen-
mbH & Co KG, UNIQA, RBI, Raiffeisen Bausparkasse, Raiffeisenlandesbank Steiermark AG, IT-
Servicierung Raiffeisen Steiermark, Raiffeisen KAG, NTB, Valida Pension AG, Valida Plus AG, Valida In-
dustrie Pensionskasse AG, PZB Einkaufs- und Beschaffungs GmbH, Raiffeisen Salzburg IT-Service eGen, 
Raiffeisen Landeswerbung Niederösterreich-Wien, Kooperationsverein für bankwirtschaftliche Unterneh-
men, Tiroler Datenübertragungsverein, Raiffeisen Einkaufs- und Beschaffungsgenossenschaft Burgenland 
eGen, Verein der Raiffeisenbankengruppe Kärnten und Partnerbanken zur Beteiligung an bundesweiten IT-
Unternehmungen des österreichischen Raiffeisensektors. 

card complete Service Bank AG (25%) 

The card complete Group, comprising card complete Service Bank AG and DC Bank AG, has around 
1.5 million cardholders and a comprehensive network of acceptance points throughout Austria. VISA and 
MasterCard cards, and also (since 2015) JCB cards, are issued via card complete Service Bank AG. DC 
Bank AG, which has belonged to the RZB Group since September 2015, offers all credit card products of 
the Diners Club brand. 

card complete Service Bank AG’s principal shareholder is UniCredit Bank Austria AG (50.1%); AVZ 
GmbH holds a 24.9% stake. 

Valida Vorsorge Management (57.4% via Valida Holding AG) 

Valida Vorsorge Management includes several companies (notably Valida Pension AG, Valida Industrie 
Pensionskasse AG, Valida Plus AG and Valida Consulting GmbH as operating wholly-owned subsidiaries 
of Valida Holding AG) and is a competence center of RZB and UNIQA for company pension schemes. It 
is active in the fields of corporate pension fund – severance payment new, pension scheme and company 
pensions consultancy. As of 30 June 2016, the Valida sub-group (which primarily includes Valida Holding 
AG, Valida Pension AG, Valida Industrie Pensionskasse AG and Valida Plus AG) had total assets of 
around EUR 252 mn. As of 30 June 2016, Valida Pension AG had assets under management of approxi-
mately EUR 5.5 bn, while Valida Plus AG’s total assets amounted to around EUR 2.1 bn. 

4 RBI 

4.1 Overview 

RBI regards Austria and CEE as its home market. RBI has been operating in CEE for over 25 years, and it 
maintains a closely knit network of subsidiary banks, leasing companies and specialized financial service 
providers. As a universal bank, RBI ranks among the top five banks in several countries. This role is support-
ed by the Raiffeisen brand, which is one of the most widely recognized brands in the region. 
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RBI has positioned itself in CEE as a fully integrated corporate and retail banking group with a comprehen-
sive product offering. At the end of 2015, around 48,000 RBI employees provided services for approxi-
mately 14.2 million customers in around 2,641 branch offices in CEE (as of 30 June 2016). In Austria, RBI 
is a corporate and investment bank. It primarily serves Austrian customers, but also international customers 
and major multinational clients operating in CEE. RBI employs a total of around 51,000 people. 
    

2016 
Assets in € 

million Business outlets Number of staff 

Slovakia 11,053 200 3,929 

Czech Republic 10,652 135 3,172 

Hungary 6,406 72 2,012 

Reconciliation - 56 – 0 

CE segment 28,055 407 9,113 

Albania 2,007 89 1,342 

Bosnia and Herzegovina 1,990 97 1,298 

Bulgaria 3,321 148 2,569 

Kosovo 873 52 729 

Croatia 4,493 78 2,125 

Romania 7,122 505 5,397 

Serbia 1,986 85 1,536 

Reconciliation - 15 – 0 

SEE segment 21,777 1,054 14,996 

Belarus 1,384 94 2,039 

Kazakhstan 6 1 7 

Russia 11,016 181 7,554 

Ukraine 1,992 571 9,122 

Reconciliation - 2 – 0 

Segment Eastern Europe 14,397 847 18,722 

Group Corporates segment 14,602 1  
2,808 

 
Group Markets segment 15,185 5 

Corporate Center segment 22,797 0 

Asia 1,521 4 175 

Poland 13,574 320 4,841 

Slovenia 124 1 16 

USA 426 1 44 

Reconciliation/Other 840 1 207 

Segment Non-Core 16,484 327 5,283 

Reconciliation - 19,328 – – 

Total 113,969 2,641 50,922     

 

4.2 Business units 

Corporate Customers 

RBI strives to establish long-term partnerships with corporate customers that have a link to CEE (including 
Austria). RBI sees itself as financial advisor for a currently estimated 89,000 corporate customers – medi-
um-sized enterprises, major local companies and international corporate groups – and supports them with 
cross-border financial services.  

Particular attention is paid to Group-wide further development of sales planning and steering tools (account 
planning), with a focus on capital- and liquidity-light products (e.g. trade financing, payment transfer busi-
ness, capital market transactions, etc.). Furthermore, Group-wide product competence centers facilitate ac-
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cess to complex financing products (e.g. in the fields of project, real estate and export financing), and in-
ternal efficiency can be enhanced through the transfer of know-how and bundling. 

Retail customers 

RBI currently provides services to over 14 million retail customers in around 2,641 branch offices in CEE. 
The business model focuses on long-term business relationships with retail customers and private banking 
customers, as well as sole traders and small businesses. 

The broad product offering, top-quality consulting services and innovative banking solutions are key build-
ing blocks for ensuring high customer satisfaction and client loyalty. Alongside this strategy, internal pro-
cesses are standardized and the risk rating process improved. 

Markets & investment banking 

This area bundles support services for institutional customers (notably banks, insurance companies and as-
set management companies, sovereigns and public-sector organizations), as well as Group-wide trading 
activities. Core competences include the strategic hedging of currency, interest rate and credit risks, inter-
mediation between capital providers and local investment opportunities, as well as supporting companies 
with flotations and takeovers. 
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III. RATIONALE BEHIND THE MERGER 

1 Change in underlying conditions 

Since the financial crisis, the RZB Group, like all banks, has faced ever-increasing capital requirements and 
higher risk-weighted assets (RWA) calculations. If lead institutions of decentralized banking groups such as 
the RBG Austria raise capital via the stock market, the resulting dilutive effects disadvantage decentralized 
sectors and could cause them to lose majority ownership of their lead institution in a long term perspective. 
The extent to which this capital requirement can be externally financed is therefore limited. Moreover, the 
banking tax introduced in Austria and in some other countries combined with the contributions to the re-
spective bank resolution funds have made it significantly more difficult to retain profits and use internal funds 
to finance this capital requirement. 

Currently, both RBI and RZB are regulated banking groups. As the top-level credit institution for the credit 
institution group (following the merger of the financial holding company Raiffeisen-Landesbanken-Holding 
GmbH into RZB), RZB currently constitutes the top-level unit for the purposes of calculating regulatory capi-
tal. Shortages in capital at this level are therefore just as relevant for the RBI Group as for its own capital 
base. Since the CRR came into effect, RZB’s consolidated equity calculation has been subject to a deduc-
tion, including for minority interests of RBI’s free float shareholders (i.e. all RBI shareholders with the excep-
tion of RZB, corresponding to approximately 39.3%). The amount of this minority deduction at consolidated 
RZB level is based on the overcapitalization (i.e. the equity which exceeds the regulatory minimum) at the 
level of the sub-consolidated RBI Group. 

The corporate structure combined with the minority deduction results in a paradox where the equity deduc-
tion at consolidated RZB level increases the more regulatory capital the sub-consolidated RBI Group holds 
above the regulatory minimum. In other words, an increase in regulatory capital (irrespective of its form) at 
the level of the RBI Group only benefits the RZB Group to the extent that it serves to cover the RBI Group’s 
minimum capital requirements. Any exceeding of the requirement at RBI level leads to significant disad-
vantages at RZB level. A capital base which is close to the minimum capital requirements is neither desira-
ble from a regulatory point of view nor appropriate from a financial perspective.  

Raising capital at RBI level is therefore inefficient at RZB level. This has significant adverse effects for RZB 
and RBI: investors primarily wish to subscribe to capital which is issued by RBI (a listed company). This ap-
plies to both common equity tier 1 instruments (especially shares) and also to other equity instruments (addi-
tional tier 1 capital, known as AT1, and tier 2 capital pursuant to the CRR, which is referred to as Tier 2 
capital). Since the issuance of capital by RBI does not create the same degree of equity at the level of the 
RZB Group, these different consequences for the RZB Group on the one hand and for the RBI Group on 
the other also place RBI at a significant disadvantage when raising capital, thereby significantly restricting 
growth. 

2 Previous measures by RZB and the RBI Group 

Alongside the ongoing reduction in RWA, several measures were introduced at RZB level in the first half of 
2016. These included the merger of R-Landesbanken-Beteiligung GmbH and of Raiffeisen-Landesbanken-
Holding GmbH with RZB, the sale of a 17.64% stake in UNIQA and the sale of the participation in RE. 
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The mergers of R-Landesbanken-Beteiligung GmbH and of Raiffeisen-Landesbanken-Holding GmbH with 
RZB were completed in September/October 2016. This eliminated the need for a further consolidated 
group, in accordance with regulatory requirements and with limiting effects for RZB/RBI, at the level of Raif-
feisen-Landesbanken-Holding GmbH as a financial holding company, with additional minority deductions 
(deduction of the shares of all RZB shareholders who are not attributable to the regional Raiffeisen banks). 

RZB’s sale of a 17.64% stake in UNIQA to UNIQA Versicherungsverein Privatstiftung is expected to be 
closed in December 2016; at the same time, RZB would acquire 2.24% of UNIQA’s shares from 
RAIFFEISEN-HOLDING NIEDERÖSTERREICH-WIEN registrierte Genossenschaft mit beschränkter Haf-
tung, Raiffeisen-Landesbank Steiermark AG and Raiffeisenlandesbank Kärnten - Rechenzentrum und Revi-
sionsverband, registrierte Genossenschaft mit beschränkter Haftung, with the aim of bundling all of the RBG 
Austria’s participations in UNIQA at RZB. After completion of the planned transaction, RZB’s holding in 
UNIQA will total approximately 10.87%. These measures will increase RZB’s CET1 ratio (in each case on 
a consolidated basis) by 40 basis points (transitional) and 60 basis points (fully loaded).  

In February 2015, RBI adopted a transformation program to strengthen its capital base (target CET1 ratio 
of at least 12% and target equity ratio of at least 16% for the end of 2017, in each case fully loaded (i.e. 
excluding the transitional provisions as defined within the CRR)) and to reduce risk and so create capacities 
for growth in the most promising markets. Some of the measures have already been successfully imple-
mented: 

 sale of the Slovenian subsidiary: completed with effect as of 30 June 2016 

 restructuring in Hungary: concentrating on the profitable corporate business market should ensure a 
more efficient use of RWA from a risk/return perspective. This has been accompanied by a focus on 
premium retail customers (private banking, affluent banking), primarily as a basis for refinancing and al-
so to improve earnings. Supporting measures included a comprehensive reorganization of structures 
and procedures (e.g. establishment of a shared service center in Eastern Hungary, relocation of the 
head office to the outskirts of the city, increase in the management-to-staff ratio with a simultaneous re-
duction in the workforce of approximately 10%, based on full-time equivalents, streamlining of the 
branch network by approximately 50%). 

RBI also started to integrate the direct bank ZUNO BANK AG into the Czech and Slovakian subsidiary 
banks. 

Adjustments were also made at the leasing units; these included the sale of RBI’s shares in Raiffeisen-
Leasing Polska S.A. to PKO Leasing S.A. The transaction increases RBI’s CET1 ratio (fully loaded) by 
around 33 basis points. For the merged entity comprising RZB and RBI, the positive effect would amount to 
approximately 28 basis points. 

Implementation of the following measures should be completed by the end of 2017: 

 sale of the Polish Raiffeisen Bank Polska S.A.: major capital-strengthening measures had become nec-
essary to enable the bank to benefit from the intense market consolidation in Poland. To focus its capi-
tal resources on selected markets, RBI decided to withdraw from this market. If the sale has not been 
completed by the middle of 2017, at least 15% of Raiffeisen Bank Polska S.A.’s shares are to be listed 
on the Warsaw Stock Exchange, pursuant to an agreement with the Polish financial supervision authori-
ty. 
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 withdrawal from the USA and rescaling of operations in Asia: focus on European markets and reduc-
tion of complexity within the Group. 

 reduction, of up to 20%, in risk-weighted assets of the Russian unit: in Russia, RBI has a profitable bank 
with an outstanding reputation, as well as customers with excellent credit standing. However, the mac-
roeconomic environment in Russia, as well as Group-wide risk management aspects, render it neces-
sary to reduce business volumes and risk in this market. 

 Additional short- to medium-term optimization measures: reduction in risk-weighted assets of the Ukrain-
ian subsidiary by approximately 30%. In Ukraine, RBI has a subsidiary with a good market position 
and a good earnings position compared to other Ukrainian banks. However, the geopolitical environ-
ment and the country’s associated difficult economic situation, as well as Group-wide risk management 
aspects, made it necessary to reduce business. 

Freed-up capital and risk-bearing capacity will be allocated to those markets that are to sustainably con-
tribute to RBI’s value enhancement (e.g. Slovakia, the Czech Republic, Romania). Capital efficiency en-
hancement measures are accompanied by Group-wide cost and risk management. 

3 Strategic objectives and rationale behind the Merger in the interests of the undertakings 
involved 

The principal rationale behind the Merger is to optimize the capital situation and increase transparency for 
all stakeholders by reducing complexity and ensuring simple, clear governance. 

3.1 Elimination of the minority deduction 

The merger of RZB with RBI will eliminate the existing minority deduction at RZB level and – compared to 
the current RZB Group – will result in an immediate improvement in the common equity tier I ratio. It will in-
crease by 60 basis points (transitional) as of 30 June 2016. Assuming that the future minimum requirements 
are applied to RBI’s capitalization as of 30 June 2016, the elimination of the minority deduction will not 
currently result in any benefit from a fully loaded perspective (if the current group structure is retained, how-
ever, this effect would also occur again accordingly from a fully-loaded perspective in the event of any fu-
ture capital expansion).  

Eliminating the minority deduction will also make it easier to raise regulatory capital in future, either by re-
taining profits or by issuing capital. 

Compared to the RBI Group prior to the Merger, the CET1 ratio of the Group comprising the merged enti-
ty will be 90 basis points lower (transitional) and 100 basis points lower (fully loaded).  

Overall, the Merger will also be beneficial for RBI because the RBI Group, as part of the RZB Group, is 
restricted by the latter’s capitalization. Each associated improvement (see III.1 above) will support RBI’s 
business activities.  

3.2 Simpler, more transparent organizational structure 

The Merger will simplify RZB’s Group structure, thereby increasing efficiency when calculating regulatory 
capital. It will combine planning and approval processes (e.g. capital planning, approvals for individual 
transactions, etc.) at the level of the merged institution and eliminate the need for votes by the two entities. 
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The unit created by the Merger will have improved access to capital markets, allowing it to issue all forms 
of regulatory capital. This will enable it to respond more flexibly to future changes in capital requirements. 

3.3 More efficient governance 

The merged entity will have a simple, clear governance structure, increasing transparency and responsive-
ness. In many cases, decisions at RBI level require additional approval from RZB’s Management Board 
and Supervisory Board. In future, it will be possible to take decisions solely at the level of RBI within its own 
decision-making bodies. The new structure of a merged institute will also facilitate supervision by the author-
ities (for regulated institutions and for supervisory authorities), because the supervisory authorities have until 
now mainly concerned themselves with RZB as the top-level institute, and less so with RBI. In future, the insti-
tution (RBI) and supervisory authorities will be able to pursue a similar approach. 

4 Future strategic direction for the merged entity 

4.1 Vision & mission 

The merged institution should remain a leading universal bank in Austria and Central and Eastern Europe, 
well positioned in order to be able to exploit structural potential for growth in CEE and to benefit from sta-
ble revenues and a strong market position in Austria. This will be strengthened by a balanced capital and 
liquidity position as a basis for future growth. A streamlined organizational structure is to support this strate-
gy. 

The merged entity’s presence in many countries will make it possible to generate cross-border synergies 
within the Group.  

4.2 Customer strategy 

4.2.1 Geographical presence 

 The merged entity will regard Austria and CEE as its home markets 

 In Austria, the merged entity will have a strong market position among major companies and 
institutional clients and will also enjoy high market shares within the asset management and 
home-loan products segments 

 In the CEE region, where the merged entity will operate 14 local network banks and addi-
tional leasing companies and specialized financial service providers, it will be a leading re-
gional player among the top 5 institutions in nine countries (based on customer loans)  

 The merged entity will also provide services to companies and institutional clients which 
have a connection with Austria or CEE 

4.2.2 Business model 

 The merged entity will focus on long-term relationships with retail and corporate customers, 
selected institutional customers and customers and members of the RBG Austria 

 Prioritizing will be based on overall commercial attractiveness within the individual segments 

 All business units will aim to create long-term value and should fit the risk appetite of the 
merged entity 
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4.2.3 Target customers 

 Retail (in CEE and selectively in Austria) 

- Bulk business 

- Premium & retail customers 

- Independent entrepreneurs, micro and small enterprises 

 Corporate customers 

- Target group: Top 1,000 corporate customers in Austria 

- Multinational corporate customers with a focus on Austria and CEE  

- Local: large and medium-sized corporate customers 

 Institutional customers 

- Focus on business that generates fee income rather than interest income 

 Members of the RBG Austria. 

4.2.4 Services offered 

 Financial services for customers operating within Austria and CEE 

 Comprehensive multi-channel portfolio for retail customers in CEE and for special products in 
Austria 

 Tailored portfolio for specific business segments based on market structure and customer 
requirements 

 High-quality, customer-focused solutions, facilitated by the merged entity’s extensive network, 
for key Western European customers with a focus on Austria and CEE 

 Services within the context of the central institution function, including the management and 
collection of the liquidity reserve and of the minimum reserve 

 Specialized financial services and products (home savings loans, asset management, factor-
ing) for customers of the RBG Austria via the centralized affiliated companies 

 Center of excellence for digital banking and innovation management of the merged entity 
and of the RBG Austria (planning, development, implementation) 

 

4.2.5 Direct projects 

 Speedy realization of potential synergies, especially as regards governance and process 
optimization, from the Merger  

 Closer cooperation and increased transfer of know-how for product and process innova-
tions between the affiliated companies, all members of the RBG Austria and of the merged 
entity 

 Development and implementation of a digital roadmap within the merged entity; develop-
ment of new business models and support for the business lines in resolving current digital 
requirements for IT and processes and in leveraging synergies 
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4.2.6 Financial objectives 

The merged entity will target the following ratios: 

 a CET1 ratio (fully loaded) of at least 12% and a total capital ratio (fully loaded) of at least 
16% by the end of 2017; 

 in the medium term, a return on equity before taxes of around 14% and Group return on 
equity of around 11%;  

 in the medium term, a cost/income ratio of 50% to 55%. 
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IV. DETAILS OF THE REORGANIZATION STEPS 

1 Reorganization Plan 

RZB is the sole shareholder of RI Bet. RI Bet holds 177,847,115 ordinary shares (approximately 60.7%) in 
the listed company RBI. 

It is intended, in a first step with the Effective Date as of 30 June 2016, at 24:00 hours, to merge RI Bet, as 
the Transferring Company, upstream with RZB, as the Acquiring Company, by way of universal succession, 
along with all rights and obligations, and waiving liquidation, without increasing the share capital of RZB. 

Furthermore, it is intended, in a second step also with the Effective Date of 30 June 2016, at 24:00 hours, 
to merge RZB (including the assets of RI Bet), as the Transferring Company, downstream with RBI, as the 
Acquiring Company, by way of universal succession, along with all rights and obligations, and waiving the 
liquidation of RZB, while granting shares in the Acquiring Company pursuant to secs. 219 et seq. of the 
Stock Corporation Act. 

The merger of RI Bet with RZB and the subsequent merger of RZB with RBI concern the same assets, to 
some extent, namely shares in RBI. The two reorganization steps are to take effect with the same Effective 
Date, namely 30 June 2016, at 24:00 hours. RI Bet, RZB and RBI have therefore drawn up a Reorganiza-
tion Plan for tax purposes pursuant to sec. 39 of the Reorganization Tax Act (Umgründungssteuergesetz - 
UmgrStG), which is referred to in all reorganization agreements (i.e. in the Merger Agreement on the 
Merger of RI Bet with RZB and in the Merger Agreement on the Merger of RZB with RBI) and which is al-
so referred to in this Merger Report. 

The RI Bet executive management and the RZB Management Board have drawn up a Draft Merger 
Agreement on the merger of RI Bet with RZB. This Draft Merger Agreement will be concluded prior to the 
General Meeting of RZB, subject to the approval of this General Meeting. 

The RZB Management Board and the Management Board of RBI have drawn up a Draft Merger Agree-
ment on the merger of RZB with RBI. This Draft Merger Agreement will be concluded prior to the General 
Meetings of RZB and RBI, subject to the approval of these General Meetings. 

2 Key steps for the upstream merger of RI Bet with RZB 

2.1 General 

As a preparatory step for the planned merger of RZB with RBI, it is intended to merge RI Bet with RZB on 
the basis of the provisions of the Merger Agreement between RI Bet and RZB by way of a merger through 
absorption. The aim of this merger is for RZB to acquire a direct participation in RBI before RZB and RBI 
are merged, and to enable RZB’s shareholders to directly become shareholders of RBI (including the trans-
fer of RZB’s shares in RBI (amounting to approximately 60.7%) to RZB’s shareholders pursuant to sec. 224 
para. 3 of the Stock Corporation Act; see below [IV.3.4]). 
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2.2 Legal basis of the merger 

The merger of RI Bet with RZB will be effected pursuant to sec. 234 of the Stock Corporation Act in con-
junction with secs. 96 to 101 of the Limited Liability Companies Act (Gesetz über Gesellschaften mit 
beschränkter Haftung - GmbHG) in conjunction with secs. 219 to 233 of the Stock Corporation Act and 
pursuant to Art. I of the Reorganization Tax Act, taking advantage of the tax benefits provided by the Reor-
ganization Tax Act. 

The merger of RI Bet with RZB is to be registered with the commercial register immediately before the mer-
ger of RZB with RBI is registered with the commercial register. 

The merger will be effected with continuation of RI Bet’s fiscal book values at RZB pursuant to sec. 3 para. 
1 sub-para. 1 in conjunction with sec. 2 of the Reorganization Tax Act and continuation of its commercial 
book values at RZB pursuant to sec. 202 para. 2 of the Austrian Commercial Code (Unterneh-
mensgesetzbuch - UGB). 

The Effective Date of the Merger pursuant to sec. 220 para. 2 sub-para. 5 of the Stock Corporation Act 
and pursuant to sec. 2 para. 5 of the Reorganization Tax Act will be 30 June 2016, at 24:00 hours. With 
effect from the expiry of the Effective Date of the Merger, all benefits and encumbrances of the transferred 
assets of RI Bet will apply to RZB, which will also enter into all pending transactions and contracts of RI Bet. 
With effect from the expiry of the Effective Date, all acts of RI Bet will be deemed to have been carried out 
for the account of RZB. 

2.3 Transfer of assets 

The merger of RI Bet with RZB will be based on RI Bet’s interim financial statements as of 30 June 2016 as 
the closing balance sheet within the meaning of sec. 220 para. 3 of the Stock Corporation Act. Upon ex-
piry of the Effective Date of the Merger, RI Bet will be regarded as dissolved and its entire assets will be 
deemed to have been transferred to RBI by way of universal succession with all rights and obligations, 
waiving the liquidation of RI Bet. 

2.4 Capital measures 

As RZB is the sole shareholder of RI Bet, pursuant to sec. 224 para. 1 sub-para. 1 of the Stock Corpora-
tion Act, no shares in RZB may be granted as a result of the merger. RZB’s share capital will therefore not 
be increased as a result of the merger. 

2.5 Audit 

The merger report of RI Bet’s executive management pursuant to sec. 100 of the Limited Liability Compa-
nies Act in conjunction with sec. 220a of the Stock Corporation Act, and the merger report of RZB’s Man-
agement Board pursuant to sec. 220a of the Stock Corporation Act, are, pursuant to sec. 234 in conjunc-
tion with sec. 232 para. 1 of the Stock Corporation Act, not required as RZB is the sole shareholder of RI 
Bet. 

A merger audit by merger auditors of RI Bet and of RZB pursuant to sec. 220b of the Stock Corporation 
Act is, pursuant to sec. 234 in conjunction with sec. 232 para. 1 of the Stock Corporation Act and sec. 
100 of the Limited Liability Companies Act, not required as RZB is the sole shareholder of RI Bet. 
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RZB’s Supervisory Board has been informed of the proposed merger in writing by the company’s Man-
agement Board, pursuant to sec. 232 para. 3 of the Stock Corporation Act. An examination and report by 
RZB’s Supervisory Board pursuant to sec. 220c of the Stock Corporation Act is, pursuant to sec. 232 para. 
1 of the Stock Corporation Act, not required as RZB is the sole shareholder of RI Bet. RI Bet does not have 
a supervisory board. 

2.6 Passing of a resolution and registration with the commercial register 

It is planned that RZB’s General Meeting will pass a resolution on this merger on 23 January 2017. The RI 
Bet executive management and the RZB Management Board will submit the draft of the Merger Agree-
ment to the Commercial Court of Vienna no later than one month before the date of the resolution by RZB’s 
General Meeting. The merger documents which are to be disclosed by the RI Bet executive management 
and by the RZB Management Board no later than one month before RZB’s General Meeting as well as 
the documents concerning the merger of RZB with RBI will be made available for shareholders to inspect 
at RZB’s registered office. 

The resolution by RZB’s General Meeting requires a majority of three-quarters of the share capital repre-
sented in the votes. Pursuant to sec. 234 in conjunction with sec. 232 para. 1a of the Stock Corporation 
Act, the consent of RI Bet’s General Meeting is not required because RZB is the sole shareholder of RI Bet. 

The registration of the merger of RI Bet with RZB will have the following legal consequences: RI Bet’s entire 
assets (including in particular its participation in RBI) will transfer to RZB by way of universal succession. RI 
Bet will cease to exist without liquidation. 

The merger of RI Bet with RZB is a preparatory step for the subsequent planned merger of RZB with RBI. 

2.7 Authorization requirements 

The merger of RI Bet with RZB requires the approval of the Financial Market Authority (FMA). 

The approval of the Financial Market Authority (FMA), the granting of prudential permission pursuant to Art. 
113 (7) of the CRR to RBI for the B-IPS and the approval of RZB’s General Meeting are conditions prece-
dent for the merger of RI Bet with RZB. 

3 Key steps for the downstream merger of RZB with RBI 

3.1 General 

It is intended to merge RZB with RBI on the basis of the provisions of the Merger Agreement between RZB 
and RBI by way of a merger through absorption. 

3.2 Legal basis of the Merger 

The merger of RZB with RBI will be effected as a merger through absorption pursuant to secs. 219 to 233 
of the Stock Corporation Act and pursuant to Article I of the Reorganization Tax Act, taking advantage of 
the tax benefits provided by the Reorganization Tax Act. 
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The merger of RZB with RBI is to be registered with the commercial register immediately after the merger of 
RI Bet with RZB is registered with the commercial register. 

The Merger will be effected with continuation of RZB’s fiscal book values at RBI pursuant to sec. 3 para. 1 
sub-para. 1 in conjunction with sec. 2 of the Reorganization Tax Act and continuation of its commercial 
book values at RBI pursuant to sec. 202 para. 2 of the Austrian Commercial Code. 

The Effective Date of the Merger pursuant to sec. 220 para. 2 sub-para. 5 of the Stock Corporation Act 
and pursuant to sec. 2 para. 5 of the Reorganization Tax Act will be 30 June 2016, at 24:00 hours. With 
effect from the expiry of the Effective Date of the Merger, all benefits and encumbrances of the transferred 
assets of RZB will apply to RBI, which will also enter into all pending transactions and contracts of RZB. 
With effect from the expiry of the Effective Date of the Merger, all acts of RZB will be deemed to have 
been carried out for the account of RBI. 

3.3 Transfer of assets 

The merger of RZB with RBI will be based on RZB’s audited interim financial statements as of 30 June 
2016 as the closing balance sheet within the meaning of sec. 220 para. 3 of the Stock Corporation Act. 
Upon expiry of the Effective Date of the Merger, RZB will be regarded as dissolved and its entire assets 
(including the assets transferred to it from RI Bet by virtue of the Preceding Merger) will be deemed to have 
been transferred to RBI by way of universal succession with all rights and obligations, waiving the liquida-
tion of RZB. 

3.4 Capital measures 

To implement the Merger and grant the consideration, RBI will increase its share capital by 
EUR 109,679,778.15 from EUR 893,586,065.90 to EUR 1,003,265,844.05 by issuing 35,960,583 no-
par-value bearer shares with voting rights. The capital increase will be implemented as consideration to 
compensate RZB’s shareholders for the corporate assets of RZB transferred to RBI as a result of the Mer-
ger (excluding the 117,847,115 RBI shares held directly by RZB following the Preceding Merger with RI 
Bet, which will be distributed directly to RZB’s shareholders pursuant to sec. 224 para. 3 of the Stock Cor-
poration Act for the purpose of offering partial compensation to them). The new shares created as a result 
of the capital increase will be issued at their pro-rata amount of the share capital (sec. 8 para. 3 sentence 
3 of the Stock Corporation Act), amounting to EUR 3.05, without any premium. Pursuant to sec. 223 of the 
Stock Corporation Act, the remaining shareholders of RBI will have no subscription rights with regard to the 
new shares issued in the course of RBI’s capital increase which is required to implement the Merger.  

3.5 Audit 

The RZB Management Board and the Management Board of RBI are issuing this Joint Merger Report pur-
suant to sec. 220a of the Stock Corporation Act on the merger of RZB with RBI. 

The following audit measures are also being carried out: 

By resolution of 7 October 2016, the Commercial Court of Vienna appointed Interfides as joint merger 
auditor for the Transferring Company and the Acquiring Company pursuant to sec. 220b of the Stock 
Corporation Act. In particular, the merger auditor will audit the legality of the Merger (including the Draft 
Merger Agreement) as well as, from an economic perspective, the fairness of the exchange ratio including 
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the fairness of the methods used to determine the exchange ratio and whether specific difficulties have 
arisen during the valuation. Pursuant to sec. 221a para. 2 of the Stock Corporation Act, the merger audi-
tor’s report will be submitted to the Transferring Company and to the Acquiring Company together with the 
other merger documents (including this Merger Report) one month before the date of the General Meet-
ings which are to decide on the approval of the Merger. 

RZB’s Supervisory Board and RBI’s Supervisory Board will each examine the process for the Merger (in-
cluding the Draft Merger Agreement), based on the Merger Report of the Management Boards of RZB 
and RBI and on the merger auditor’s audit report (see sec. 220c of the Stock Corporation Act). The exam-
ination by RZB’s Supervisory Board and by RBI’s Supervisory Board will primarily involve examining the le-
gality of the Merger, the fairness of the exchange ratio and whether the Merger is appropriate. Each of 
the Supervisory Boards will separately examine the merger process and separately decide on the audit 
and the audit report; notwithstanding the above, it is planned that the Supervisory Boards of RZB and RBI 
will draw up a joint report on the examination of the Merger. Pursuant to sec. 221a para. 2 of the Stock 
Corporation Act, the report of the Supervisory Boards of RZB and RBI on the examination of the Merger 
will be submitted to the Transferring Company and to the Acquiring Company together with the other mer-
ger documents (including this Merger Report) one month before the date of the General Meetings which 
are to decide on the approval of the Merger. 

Furthermore, by resolution of 10 October 2016, the Commercial Court of Vienna appointed Interfides as 
auditor of the capital increase to implement the Merger, pursuant to sec. 223 para. 2 in conjunction with 
secs. 25 et seq. of the Stock Corporation Act. This audit is concerned with examining whether the resolu-
tion on the capital increase contains the required determinations and in particular whether the value of the 
assets to be transferred as a result of the Merger covers the issuing price of the new shares created by the 
capital increase (in terms of content, an audit of a contribution in kind). It is not planned to circulate the au-
dit report pursuant to sec. 223 para. 2 in conjunction with secs. 25 et seq. of the Stock Corporation Act on 
the audit of the capital increase to implement the Merger to either the Transferring Company or the Acquir-
ing Company, partly because the audit of the capital increase can only be completed after the General 
Meeting of the Acquiring Company which is to pass a resolution on the capital increase to implement the 
Merger, and because such circulation is not necessary pursuant to sec. 221a para. 2 of the Stock Corpo-
ration Act. 

3.6 Passing of a resolution and entry in the commercial register 

It is planned that respective resolutions on the Merger will be passed by RZB’s General Meeting on 23 
January 2017 and by RBI’s General Meeting on 24 January 2017. The RZB Management Board and the 
Management Board of RBI will submit the Draft Merger Agreement to the Commercial Court of Vienna no 
later than one month before the date of the resolutions by the General Meetings of RZB and RBI. The mer-
ger documents which are to be disclosed by the RZB Management Board and by the Management 
Board of RBI no later than one month before the General Meetings of RZB and RBI as well as the docu-
ments concerning the merger of RI Bet with RZB will be made available for shareholders to inspect at the 
companies’ registered offices and on RBI’s website. 

The Merger Agreement between RZB and RBI requires the approval of the General Meetings of RZB and 
RBI. The respective resolutions of the General Meetings require a majority of three-quarters of the share 
capital represented in the votes.  
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The registration of the merger of RZB with RBI will have the following legal consequences: The entire assets 
of RZB (including the assets transferred from RI Bet to RZB by virtue of the Preceding Merger, but excluding 
the shares to be distributed to RZB’s shareholders pursuant to sec. 224 para. 3 of the Stock Corporation 
Act, which RZB will directly hold in RBI following the implementation of the Preceding Merger) will transfer 
to RBI by way of universal succession. RZB will cease to exist without liquidation. 

The Preceding Merger of RI Bet with RZB is a preparatory step for the merger of RZB with RBI. The entry in-
to force of the merger of RI Bet with RZB as a result of its registration with the commercial register is a pre-
requisite for the entry into force of the merger of RZB with RBI. The target date for registration with the 
commercial register is the end of March 2017. 

3.7 Authorization requirements 

The merger of RZB with RBI is also subject to the approval of the FMA pursuant to sec. 21 para. 1 sub-
para. 1 of the Austrian Banking Act (see section VI.10 for details). 

The merger of RZB with RBI is not subject to European merger control or to merger control in Austria or in 
other countries because it involves a merger of group companies. 
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V. CONSEQUENCES OF THE MERGER 

1 Accounting effects  

1.1 Merger of RI Bet with RZB 

1.1.1 General 

The Effective Date of the Merger will be 30 June 2016. 

The Merger will be based on the closing balance sheet of RI Bet as of 30 June 2016, which 
have been audited by the merger auditor. 

The transferred assets of RI Bet will comprise the 60.7% participation in RBI, which is partly re-
financed through a loan of RZB, and bank balances at RZB. The Transferring Company RI Bet 
has a positive equity value. 

The nominal capital of the Acquiring Company RZB will remain unchanged. 

RZB will acquire RI Bet’s assets at their commercial book values. The receivables and liabilities 
which cease to exist as a result of the merger through absorption, including in particular a loan 
from RZB of around EUR 693 million, will be written off. On the assets side, the share in affiliat-
ed companies will increase by the amount by which the book value of RI Bet’s participation in 
RBI was higher than RZB’s book value in RI Bet (ultimately, by the amount of RI Bet’s subscription 
to RBI’s capital increase in 2014). At the same time, the amount of RZB’s customer receivables 
will in particular be reduced by the amount of the aforementioned loan. As a result of the Mer-
ger, RZB’s entire equity will be reduced by approximately EUR 8 million. As the majority of RI 
Bet’s liabilities (equity and borrowed capital) are held by RZB, the total assets of the merged 
RZB will only change to a small degree. RZB’s participation in RI Bet which will cease to exist 
will be replaced by the holding of approximately 60.7% in RBI. 
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1.1.2 Balance sheet (in each case pursuant to the Austrian Commercial Code, unconsolidated; pro 
forma balance sheets before and after the Merger as of 30 June 2016) 

      
  Merger of RI BET with RZB 

  in EUR thousand RZB  RI BET Merger entries 
Balance after 

merger 

I. Assets         

1. Cash in hand and balances with central banks 2,914,778 0 0 2,914,778 

2. Treasury bills and other bills eligible for refinancing 
with central banks 5,154,991 0 0 5,154,991 

3. Loans and advances to credit institutions 1,936,123 28,866 (28,666) 1,936,323 

4. Loans and advances to customers 1,051,328 0 (707,865) 343,463 

5. Debt securities and other fixed-income securities 819,307 0 0 819,307 

6. Shares and other variable-yield securities 123,102 0 0 123,102 

7. Participating interests 41,543 0 0 41,543 

8. Shares in affiliated undertakings 5,428,225 3,857,442 (3,182,166) 6,103,501 

9. Intangible assets 1,572 0 0 1,572 

10. Tangible assets 4,501 0 0 4,501 

11. Own shares 0 0 0 0 

12. Other assets 195,557 3,853 (3,986) 195,424 

13. Accruals and deferred income 1,158 1 0 1,159 

 Total assets 17,672,185 3,890,161 (3,922,683) 17,639,664 

II. Liabilities         

1. Liabilities to credit institutions 12,944,944 693,000 (693,000) 12,944,944 

2. Liabilities to customers 267,079 0 (28,666) 238,413 

3. Securitized liabilities 170,154 0 0 170,154 

4. Other liabilities 79,512 14,993 (18,845) 75,660 

5. Accruals and deferred income 5,196 0 0 5,196 

6. Provisions 78,288 11 6 78,294 

7. Supplementary capital pursuant to CRR 66,043 0 0 66,043 

8. Additional core capital pursuant to CRR 0 0 0 0 

9. Subscribed capital 492,466 1,000 (1,000) 492,466 

10. Capital reserves 1,862,143 3,115.747 (3,115,747) 1,862,143 

11. Retained earnings 1,219,602 0 0 1,219,602 

12. Liability reserve pursuant to sec. 23 para. 6 BWG 524,366 0 0 524,366 

13. Net profit/net loss for the year (37,609) 65,410 (65,419) (37,618) 

14. Untaxed reserves 0 0 0 0 

 Total liabilities 17,672,185 3,890,161 (3,922,683) 17,639,664 
      

 

1.2 Merger of RZB with RBI 

1.2.1 General 

The Effective Date of the Merger will be 30 June 2016. 

The Merger will be based on RZB’s closing balance sheet as of the effective date of 30 June 
2016. 

Since both mergers will be based on the same effective date (30 June 2016), they are linked 
from a legal and commercial point of view. 

Following the merger with RI Bet, RZB will have a direct 60.7% participation in RBI’s share capi-
tal and voting rights (if RBI’s own shares are deducted, a 60.82% participation in the share capi-
tal and voting rights). In addition to this participation, RZB’s assets will also include the assets 
described above in sections II.3 and II.4 (including in particular the RBG Austria’s participations 
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and liquidity reserve). The Transferring Company RZB has a positive equity value – also without 
the existing participation in RBI, which will be distributed to RZB’s shareholders pursuant to sec. 
224 para. 3 of the Stock Corporation Act. 

RBI will acquire the assets of RZB which are transferred to it at their commercial book values. 
The receivables and liabilities which will cease to exist as a result of the merger through absorp-
tion will be written off. This also includes, among other things, three supplementary capital (Tier 
2) bonds pursuant to the CRR with a total volume of approximately EUR 66 million, which were 
issued by RBI and subscribed by RZB. RZB also issued corresponding bonds to third parties, 
which will, however, not cease to exist in the course of the Merger but will be transferred to RBI 
as liabilities. 

RZB’s shares in RBI will be distributed to RZB’s shareholders as partial compensation and, for 
these shareholders, will replace the RZB shares which will cease to exist. 

In addition, RBI will increase its share capital in order to implement the Merger and will issue 
new shares to RZB’s shareholders in order to compensate them for the value of the net assets 
which will be transferred and which will remain within RBI. RBI’s other existing shareholders will 
not participate in this capital increase; there will be no legal subscription right (sec. 223 para. 1 
of the Stock Corporation Act states that sec. 153 of the Stock Corporation Act does not apply). 
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1.2.2 Balance sheet (in each case pursuant to the Austrian Commercial Code, unconsolidated; pro 
forma balance sheets before and after the Merger as of 30 June 2016) 

      
    Merger of RZB with RBI 

  in EUR thousand RBI  RZB new 
Merger 
entries 

Balance after 
Merger 

I. Assets         

1. Cash in hand and balances with central banks 942,498 2,914,778 0 3,857,276 

2. Treasury bills and other bills eligible for refinancing 
with central banks 2,929,701 5,154,991 0 8,084,692 

3. Loans and advances to credit institutions 12,336,240 1.936,323 (1,376,706) 12,895,857 

4. Loans and advances to customers 18,868,003 343,463 0 19,211,466 

5. Debt securities and other fixed-income securities 1,666,236 819,307 0 2,485,543 

6. Shares and other variable-yield securities 113,824 123,102 0 236,926 

7. Participating interests 21,348 41,543 0 62,891 

8. Shares in affiliated undertakings 8,295,561 6,103,501 (3,857,442) 10,541,620 

9. Intangible assets 37,645 1,572 (1,308) 37,909 

10. Tangible assets 6,574 4,501 (3) 11,073 

11. Own shares 0 0 0 0 

12. Other assets 4,761,984 195,424 (32,148) 4,925,261 

13. Accruals and deferred income 127,411 1,159 (4,008) 124,561 

 Total assets 50,107,026 17,639,664 (5,271,615) 62,475,076 

II. Liabilities         

1. Liabilities to credit institutions 17,182,339 12,944,944 (1,309,654) 28,817,629 

2. Liabilities to customers 13,145,231 238,413 (200) 13,383,444 

3. Securitized liabilities 5,269,265 170,154 0 5,439,419 

4. Other liabilities 3,976,826 75,660 (35,549) 4,016,938 

5. Accruals and deferred income 122,966 5,196 (1,354) 126,809 

6. Provisions 366,024 78,294 (1,373) 442,944 

7. Supplementary capital pursuant to CRR 3,661,911 66,043 (66,043) 3,661,911 

8. Additional core capital pursuant to CRR 0 0 0 0 

9. Subscribed capital 892,031 492,466 (382,787) 1,001,710 

10. Capital reserves 4,432,675 1,862,143 (1,862,143) 4,432,675 

11. Retained earnings 1,286,563 1,219,602 (1,219,602) 1,286,563 

12. Liability reserve pursuant to sec. 23 para. 6 BWG 383,015 524,366 (367,178) 476,853 

13. Net profit/net loss for the year (611,820) (25,711) 25,711 (611,820) 

14. Untaxed reserves 0 0 0 0 

 Total liabilities 50,107,026 17,639,664 (5,271,615) 62,475,076 
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1.3 Presentation of the mergers in RBI’s consolidated financial statements pursuant to IFRS 

Compared to the consolidated financial statements of RZB and the consolidated financial statements of RBI 
prior to the Merger, the consolidated financial statements of RBI after the Merger are as follows, based on 
pro forma financial statements (all figures as of 30 June 2016:):  

 

 

  

     

  in EUR million 
RBI prior to 

Merger 
RBI after 

Merger 
RZB without 

Merger 

I. Assets       

1. Cash reserve 9,424 12,435 12.435 

2. Loans and advances to credit institutions 13,747 16,171 15.605 

3. Loans and advances to customers 70,825 80,200 80.200 

4. Net provisioning for impairment losses (5,380) (5,716) (5.716) 

5. Trading assets 5,414 5,371 5.371 

6. Derivatives 1,600 1,368 1.368 

7. Financial investments 14,812 22,576 22.576 

8. Shares in companies valued at equity   762 716 

9. Intangible assets 606 683 683 

10. Tangible assets 1,438 1,966 1.966 

11. Other assets 1,482 1,778 2.474 

  Total assets 113,969 137,592 137.677 

          

II Liabilities       

1. Liabilities to credit institutions 16,655 28,508 28.508 

2. Liabilities to banks 68,941 77,761 77.655 

3. Securitized liabilities 7,397 9,256 9.256 

4. Provisions 760 1,035 1.035 

5. Trading liabilities 5,455 5,400 5.400 

6. Derivatives 845 841 841 

7. Other liabilities 1,051 1,408 1.408 

8. Subordinated capital 4,141 4,182 4.182 

9. Consolidated equity 7,973 8,345 5.389 

10. Consolidated profit 210 236 12 

11. Non-controlling interests 541 620 3.991 

  Total liabilities 113,969  137,592  137.677 

     

III. Income statement       

1. Net interest income 1,455 1,567 1.586 

2. New provisioning for impairment losses (403) (403) (403) 

3. Net interest income after impairment losses 1,052 1,164 1.183 

4. Net fee and commission income 719 773 773 

5. Net trading income 84 88 88 

8. Net income from derivatives and liabilities (62) (201) (201) 

9. Net income from financial investments 171 287 178 

10. Staff expenses (701) (767) (767) 

11. Administrative expenses (569) (620) (620) 

12. Depreciation of tangible and intangible fixed assets (142) (153) (153) 

13. Other net operating income (101) (103) (103) 

14. Net income from the disposal of Group assets (2) 6 (77) 

15. Profit before tax 450 474 300 

16. Income taxes (182) (177) (177) 

17. Profit after tax 268 297 123 

18. Non-controlling interests (58) (61) (111) 

19. Consolidated profit for the period  210 236 12 
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From the RBI Group’s perspective, the transaction constitutes a contribution in kind of the assets of the par-
ent company. RBI’s pro-forma consolidated financial statements after the Merger will change accordingly. 
They will contain the assets transferred from RZB (RBI difference before and after the Merger). The non-
controlling interests will increase by the regional Raiffeisen banks’ shares in the affiliated companies, includ-
ing in particular Valida and Raiffeisen Immobilienfonds. The result of the non-controlling interests will 
change accordingly. 

In contrast to the consolidated financial statements of the RZB Group as of 30 June 2016, the pro forma 
consolidated financial statements of the RBI Group after the Merger include certain sales-related transac-
tions prior to the registration of the Merger, notably concerning the shares in UNIQA Insurance Group AG 
and the sale of the shares in Raiffeisen evolution project development GmbH. This is shown in the balance 
sheet items loans and advances to credit institutions, shares in companies valued at equity and other assets 
(IFRS 5 presentation of UNIQA) and in the income statement items, including in particular in relation to net 
income from financial investments (UNIQA depreciation at RZB) and to net interest income. 

2 Assumption of central institution role 

 See section II chapter 3.1 

3 Joint risk monitoring; accession to the federal institutional protection scheme (B-IPS) 

3.1 Joint risk monitoring 

Joint risk monitoring occurs at different levels within the RBG Austria and is combined within the Sector Risk 
Committee. The Sector Risk Committee acts as an advisory board for the ÖRE Managing Board in risk 
matters. A risk report for the whole of the RBG Austria is prepared for its quarterly meetings on an individual 
and consolidated basis. This risk report is based on both a value-at-risk approach and an economic capital 
approach. Besides overall risk in the context of risk-bearing capacity, the risk report includes detailed re-
ports on all major risks, including in particular credit and country risk, equity investment risk, market risk and 
operational risk. The liquidity risk is also considered on the basis of various scenarios. Regular monitoring of 
risk developments and corresponding limits is supplemented by an early warning system based on ratios in 
the statement of financial position and benchmarks, stress tests, and also active market observation and 
group exposure monitoring.  

3.2 Österreichische Raiffeisen-Einlagensicherung eGen (ÖRE) 

All institutions of the RBG Austria are subject, without restriction, to the provisions of the Austrian Act on De-
posit Guarantee Schemes and Investor Compensation (Einlagensicherungs- und Anleg-
erentschädigungsgesetz - ESAEG). For all levels of the RBG Austria, namely the Raiffeisen banks, the re-
gional Raiffeisen banks, RZB and RBI, ÖRE is responsible for the statutory deposit guarantee and investor 
compensation scheme of the RBG Austria. 

3.3 Raiffeisen-Kundengarantiegemeinschaft Österreich 

In addition to the statutory Austrian deposit guarantee scheme, Raiffeisen-Kundengarantiegemeinschaft 
Österreich (RKÖ) guarantees up to 100% of customer deposits, based on the economic reserves of the 
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participating banks. It covers all savers’ deposits, regardless of whether they belong to private individuals 
or businesses. It also covers all foreign currency deposits and own security issuances of the member banks. 

The regional customer guarantee associations at the level of the federal states have combined with RZB 
and RBI at national level within RKÖ. Around 83% of all Austrian Raiffeisen banks are now members of 
RKÖ, which covers around 94% of all of the RBG Austria’s deposits. Currently, Raiffeisen banks and re-
gional Raiffeisen banks from seven federal states, RZB and RBI are members of RKÖ. 

3.4 Institutional protection scheme 

Institutional protection schemes (IPS) approved by the Financial Market Authority (FMA) have been estab-
lished within the RBG Austria since the end of 2014; these schemes provide additional protection for the 
participating institutions and, in particular, ensure their liquidity and solvency where required. The institution-
al protection schemes aim to prevent insolvency, default or probable default. See below for details. 

3.5 What is an IPS? 

An IPS (institutional protection scheme) is a contractual or statutory liability arrangement, pursuant to the 
CRR, which protects its member institutions and in particular ensures that they have liquidity and solvency. 
Members of an IPS must 

 be a credit institution, a financial holding company or a mixed financial holding company, a financial 
institution, an asset management company or a supplier of ancillary services, 

 be established in Austria, and 

 exhibit a mainly homogeneous business profile. 

The liability arrangement ensures that the institutional protection scheme is able to grant the support neces-
sary from funds readily available to it and that there is no current or foreseen material practical or legal im-
pediment to the prompt transfer of own funds or repayment of liabilities. 

The IPS has at its disposal suitable and uniformly stipulated systems to monitor and classify risks of its mem-
bers and of the IPS as a whole, with a corresponding possibility to intervene. It conducts its own risk re-
views which are communicated to the individual members. The adequacy of the systems is approved and 
monitored at regular intervals by the relevant competent authorities. 

The IPS draws up and publishes on an annual basis, a consolidated or aggregated report comprising the 
balance sheet, the profit-and-loss account, the situation report and the risk report, concerning the IPS as a 
whole. 

When calculating own funds of an IPS it must be ensured that multiple use of elements eligible for the cal-
culation of own funds as well as any inappropriate creation of own funds between the members of the insti-
tutional protection scheme is eliminated. 

The principal benefits of participating in an IPS are as follows: 

 no obligation to deduct participations or other own fund items in members of the same IPS (notably the 
central institution) from the respective institution’s own funds. 

 the ability to weight receivables from members of the same IPS with 0% risk. 
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 The ability to weight receivables from members of the same IPS at 0% when calculating limits for major 
exposures. 

3.6 Specific structure of the RBG Austria’s B-IPS 

In Austria, there is the B-IPS (RZB, all regional Raiffeisen banks, Posojilnica Bank (formerly Zveza Bank), 
RWBB and Raiffeisen Bausparkasse) and six regional institutional protection schemes (L-IPS) (the respective 
regional Raiffeisen bank and its Raiffeisen banks). There are no regional IPS in Salzburg and Kärnten; they 
still have voluntary solidarity associations which have no regulatory effect. All IPS of the RBG Austria are 
based on agreements and are constituted under civil law. Each member of the B-IPS may terminate its 
membership of the B-IPS with two years’ notice to the end of a calendar quarter.  

The new syndicate agreement (see section VII.3 below), is to stipulate the agreement of the regional Raif-
feisen banks that the B-IPS should be maintained for the duration of the regional Raiffeisen banks’ syndicate 
commitment. It is to be agreed that – for as long as the regional Raiffeisen banks have a 40% stake in RBI 
– in the event of a bank terminating the B-IPS agreement which results in a threat to the continued existence 
of the B-IPS or which at an inopportune time results in a material deterioration in the financial situation of 
one (or more) of the regional Raiffeisen banks, based on the criteria of the restructuring plans or Group re-
structuring plans, steps (such as suspending the notice period for the B-IPS agreement for up to twelve 
months, negotiations on joint appropriate measures (including possible sales of equity participations)) shall 
be taken in order to minimize these detrimental effects as far as possible. 

In the interests of the stability of the RBG Austria, RBI should (unless there is good cause) (a) not terminate 
its membership of the B-IPS during the first three years after the Merger becomes legally effective and (b) 
thereafter, provided that the regional Raiffeisen banks’ together hold at least 40% of RBI’s share capital, 
RBI should endeavor not to terminate the B-IPS agreement if (i) this will jeopardize the continued existence 
of the B-IPS or (ii) this will lead to a material deterioration in the financial situation of one or more of the re-
gional Raiffeisen banks, based on the criteria of the restructuring plans or Group restructuring plans and, in 
the event of termination which results in these consequences materializing at an inopportune time, RBI 
should endeavor to agree appropriate measures in order to minimize these detrimental effects as far as 
possible (to this end, the running of the notice period for the B-IPS agreement should be suspended for up 
to twelve months). Termination of the B-IPS agreement by RBI should be possible only with the approval of 
RBI’s Supervisory Board, with a three-quarters majority. 

The organizational structure of the B-IPS is as follows: 

3.6.1 The Risk Council 

The decision-making body of the B-IPS is the Risk Council. It reviews and approves support 
measures, especially the release and use of resources of the B-IPS fund. Each member of the B-
IPS appoints one member to the Risk Council (whereby members of the same credit institution 
group may only appoint one joint member). 

The Risk Council elects a Chairman and one first, second and third deputy Chairman respective-
ly from among its members for a term of office of three years. The respective candidates have 
full voting rights in the election.  
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The Chairman of the Risk Council represents the B-IPS externally in all judicial and extra-judicial 
matters, especially vis-à-vis national and European regulatory authorities.  

The quorum for voting requires a majority of more than 50% of the measurement basis repre-
sented at a meeting of the Risk Council (average of the operating results of the last three fiscal 
years) (voting right in respect of capital) as well as a majority of three-quarters of the council 
members present at a meeting. 

However, the voting right in respect of capital for an individual member is limited to 49% of the 
measurement basis represented at a meeting; this means that an individual member cannot 
achieve a capital majority in the Risk Council (or a head majority). 

3.6.2 The B-IPS fund 

The B-IPS has an allocated special fund to enable it to provide direct support to its members 
where necessary. The Austrian National Bank recently set the target level for the special fund at 
EUR 827 million, based on annual stress tests; this amount must be raised by the end of 2022. 
The target is that 50% of the capital shortfall calculated for the stress case must be covered by 
the special fund by the end of 2022. 

The annual total allocation to the fund is calculated from the difference between the current sta-
tus and the target value divided by the number of years until 2022. According to the B-IPS 
agreement, the measurement basis for allocating the annual total provisioning is the ratio of the 
average operating result of each member for the last three years, but is decided anew each 
year in the Risk Council. 

In 2015, RZB’s regular contribution to the fund was approximately EUR 25 million, that of the 
RZB Group approximately EUR 40 million and the total contribution of all members approxi-
mately EUR 70 million. In addition to the regular provisioning, 2015 also included special provi-
sioning of approximately EUR 30 million for the support of Posojilnica Bank (formerly Zveza 
Bank). At the end of 2015, the special fund amounted to EUR 106 million (RZB share EUR 66 
million). 

For reporting pursuant to the Austrian Commercial Code and to IFRS, allocations to the B-IPS 
fund are not posted via the income statement but are instead reported as postings to a special 
fund and/or (pursuant to the Austrian Commercial Code only) posted directly in equity (ex-
change of assets between special funds / cash and (only pursuant to the Austrian Commercial 
Code) exchange of liabilities between retained earnings and B-IPS reserve). The special fund is 
deducted from own funds when calculating own funds (in other words the B-IPS reserve does 
not count towards own funds). Under the Austrian Commercial Code, the use of resources from 
the B-IPS fund (i.e. of the special fund’s resources to provide support) is also posted directly via 
equity without the intermediary of the income statement, whereas under IFRS, the income state-
ment is used, reducing profit. 

3.6.3 Role of ÖRE in the B-IPS 

Within the B-IPS, ÖRE, as the trustee, invests the resources of the B-IPS fund (special fund of the 
members of the B-IPS) which the members of the B-IPS are to receive in cases of need. ÖRE also 
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operates the B-IPS’ security schemes and proposes measures for the B-IPS to the Risk Council. 
RBI is already a current member of ÖRE and the same minimum risk and reporting standards 
therefore apply to it as to the B-IPS members. 

3.6.4 Possible assistance measures after exhausting other options 

All measures and cases of assistance are decided by the Risk Council: 

Depending on severity and need, preventive measures and less extensive measures are taken 
initially: special reporting obligations, management meetings, sustainability analysis and prepa-
ration of a recovery plan, etc. 

If assistance is necessary despite prescribed measures, it is initially provided from the special 
fund of the IPS. If additional funds are required in excess of the special fund, ad-hoc assistance 
may be decided. In terms of the maximum amount, this is limited as follows: a maximum of 50% 
of the member’s operating result for the last three years as well as 25% of the Basel III overcapi-
talization, allowing for a 10% buffer on all capital requirements (solo, KI Group, L-IPS or B-IPS), 
based on all relevant capital qualities. 

Each measure and any assistance has conditions attached for the member receiving assistance. 
Before claiming under the B-IPS, members must exhaust all options at institutional level and re-
gionally, including applying to the regional IPS/the solidarity association in its own federal state 
(in line with the principle of subsidiarity, to ensure the best possible continued existence within 
the RBG Austria). 

Before assistance is provided, the Risk Council checks that the prerequisites are met (including 
compliance with subsidiarity, sustainability analysis for the business model of the member con-
cerned). 

3.6.5 Minimum own fund requirements of the B-IPS 

The approval decision of the B-IPS specifies the following minimum own fund requirements (by 
way of derogation from the CRR): 

    
Minimum own funds requirements 

Year CET1 ratio Tier 1 ratio Own funds 

2014 4% 5.5% 8% 

2015 4.5% 6% 8% 

2016 5.125% 6.625% 8.625% 

2017 5.75% 7.25% 9.25% 

2018  6.375% 7.875% 9.875% 

From 2019 7% 8.5% 10.5% 

In this context, the members of the B-IPS must ensure that at the level of the B-IPS, any macroe-
conomic capital buffer imposed at the level of the members of the B-IPS is not counted when de-
termining own funds within the B-IPS. 
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3.7 Entering into the B-IPS agreement  

It is planned that the merged entity will be a member of the B-IPS. Under civil law, it will assume all rights 
and obligations under the B-IPS agreement by way of universal succession. 

The planned Merger will not impede current operation of the B-IPS, in particular because, as a sub-group 
of the RZB Group, the RBI Group is already included in the own funds calculation of the B-IPS.  

From the perspective of the ECB, approval of RBI’s accession to the B-IPS as a result of the Merger will be 
required. No material changes are expected. The approval will be granted as part of the Merger’s overall 
approval. 

3.8 Effects of the accession to the B-IPS for RBI 

The following evaluation is derived based on the mode of action (including the capacity of the participants 
and the termination rights) and the potential risks arising from membership of the B-IPS as a result of contri-
butions for support purposes: with the exception of Posojilnica Bank (formerly Zveza Bank), which received 
support totaling EUR 39.5 million, no B-IPS participant has received support to date. Currently, there are no 
known circumstances which render further support from the B-IPS likely in the near future. RBI’s direct mem-
bership will potentially increase the possibility of active participation in the B-IPS. RBI (as a subsidiary of 
RZB) is already currently included in the B-IPS’ own funds calculation. In an assistance case, RBI would cur-
rently also be financially affected (but would not, however, currently be liable) to the extent that a reduction 
in RZB’s equity (individually or consolidated or in the own funds calculation of the B-IPS) could also have 
negative consequences for RBI as a subsidiary and member of the credit institution group (please refer to 
section III 3.1). 
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VI. THE MERGER AGREEMENT EXPLAINED 

1 General 

On 14.12.2016, the RZB Management Board and the RBI Management Board drew up a Draft Merger 
Agreement on the merger of RZB with RBI. 

2 Company names and registered offices of the companies involved in the Merger (sec. 
220 para. 2 sub-para. 1 of the Stock Corporation Act) 

The mandatory information required pursuant to sec. 220 para. 2 sub-para. 1 of the Stock Corporation Act 
on the company names and registered offices of the companies involved is contained in section 1 of the 
Merger Agreement. 

3 Transfer of assets, universal succession (sec. 220 para. 2 sub-para. 2 of the Stock Cor-
poration Act) 

Pursuant to section 2 clause 2.1 of the Merger Agreement, RZB, as the Transferring Company, will be 
merged with RBI, as the Acquiring Company, by transferring its entire assets (including the assets trans-
ferred to it from RI Bet by virtue of the Preceding Merger), by way of universal succession, with all rights 
and obligations and expressly waiving liquidation of the Transferring Company, pursuant to secs. 219 to 
233 of the Stock Corporation Act and pursuant to Article I of the Reorganization Tax Act, taking ad-
vantage of the tax benefits provided by the Reorganization Tax Act. 

The Merger will be based on RZB’s interim financial statements as of 30 June 2016 as the closing balance 
sheet within the meaning of sec. 220 para. 3 of the Stock Corporation Act; this (audited) closing balance 
sheet (comprising balance sheet and notes to the balance sheet) was not attached to the Merger Agree-
ment but will be attached to the commercial register application and is part of the documents made avail-
able for one month before the respective resolutions of the General Meetings of RZB and RBI. 

Pursuant to section 6 clause 6.1 of the Merger Agreement, all reportable assets and liabilities of the Trans-
ferring Company appear in the Transferring Company’s closing balance sheet as of 30 June 2016. All 
benefits and encumbrances arising from the assets transferred which have become due by the Effective 
Date of the Merger have been taken into account in full, as far as they are reportable. In addition, pursu-
ant to section 6 clause 6.1 of the Merger Agreement, all assets which cannot be shown separately in a 
balance sheet (such as internally-generated intangible assets) are deemed to have been transferred. In 
addition, section 6 of the Merger Agreement includes a non-exhaustive list of assets, liabilities, rights, obli-
gations, legal relationships and acquired entitlements which will pass, as a result of the Merger, from the 
Transferring Company to the Acquiring Company, irrespective of whether they are subject to Austrian or 
foreign law. 
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4 Effective Date of the Merger (sec. 220 para. 2 sub-para. 5 of the Stock Corporation 
Act) 

Pursuant to section 2 clause 2.3 of the Merger Agreement, the Effective Date of the Merger pursuant to 
sec. 220 para. 2 sub-para. 5 of the Stock Corporation Act and to sec. 2 para. 5 of the Reorganization 
Tax Act will be 30 June 2016. Upon expiry of the Effective Date of the Merger, RZB will be regarded as 
dissolved and its entire assets (including the assets transferred to it from RI Bet by virtue of the Preceding 
Merger, but excluding the shares to be distributed to RZB’s shareholders pursuant to sec. 224 para. 3 of 
the Stock Corporation Act, which RZB will directly hold in RBI following the implementation of the Preced-
ing Merger) will be deemed to have been transferred to RBI by way of universal succession with all rights 
and obligations, waiving the liquidation of RZB. Due to the universal succession associated with the Mer-
ger, all assets, rights, receivables, liabilities and all legal positions of the Transferring Company (including 
the assets transferred to RZB by virtue of the Preceding Merger, but excluding the shares to be distributed 
to RZB’s shareholders pursuant to sec. 224 para. 3 of the Stock Corporation Act, which RZB will directly 
hold in RBI following the implementation of the Preceding Merger) will be transferred to the Acquiring 
Company, without any additional legal acts being required for this transfer. 

With effect from the expiry of the Effective Date of the Merger, all benefits and encumbrances of the trans-
ferred assets will apply to the Acquiring Company, which will also enter into all pending transactions and 
contracts of the Transferring Company. With effect from the expiry of the Effective Date of the Merger, all 
acts of the Transferring Company will be deemed to have been carried out for the account of the Acquir-
ing Company. 

5 Continuation of book values, positive fair market value 

Pursuant to section 2 clause 2.5 of the Merger Agreement, the Merger will be effected with continuation of 
RZB’s fiscal book values at RBI pursuant to sec. 3 para. 1 sub-para. 1 in conjunction with sec. 2 of the Re-
organization Tax Act and continuation of its commercial book values at RBI pursuant to sec. 202 para. 2 
of the Austrian Commercial Code. 

RZB (including the assets transferred by virtue of the Preceding Merger) and RBI each have a positive fair 
market value (in the case of RZB, also without the shares it holds in RBI which are to be distributed directly 
to the shareholders of RZB in order to execute the Merger; see 6.1a) below). RZB’s closing balance sheet 
as of 30 June 2016 shows a positive equity value. The legal requirements with respect to capital mainte-
nance and protection of creditors as set out by the applicable court ruling have been complied with due to 
the fact that RBI has a higher restricted capital compared to RZB. The Merger will not have a capital-
reducing effect. The Merger will also result in a positive fair market value for RBI. 

6 Exchange ratio, granting of shares, amount of cash adjustment (sec. 220 para. 2 sub-
para. 3 of the Stock Corporation Act) 

According to section 3 of the Merger Agreement, the RZB Management Board and the RBI Management 
Board have valued the respective assets of the Transferring Company and of the Acquiring Company, with 
the assistance of BDO and EY (see section VIII. for details), in order to determine the exchange ratio, and 
have agreed a rounded exchange ratio of 1 RZB : 31.55 RBI, based on the relative corporate values of 
the Transferring Company and of the Acquiring Company to each other. For 6,776,750 RZB shares, this 
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exchange ratio therefore equates to 213,807,698 RBI shares. Please see section VIII. below for details on 
determination of the relative corporate values and of the exchange ratio (including the measurement meth-
od). 

The 177,847,115 shares in RBI which are directly held by RZB following the Preceding Merger with RI 
Bet will be distributed pursuant to sec. 224 para. 3 of the Stock Corporation Act by way of passing-
through of shares (Anteilsdurchschleusung) for the purpose of offering partial compensation to RZB share-
holders and transferred directly to RZB shareholders ex lege in proportion to their participations in RZB; to 
this extent, RZB shareholders will not be granted any Merger Shares (see below). The number of shares to 
be distributed to each RZB shareholder pursuant to sec. 224 para. 3 of the Stock Corporation Act is 
shown in Annex ./3 to the Merger Agreement.  

Taking into account the specified exchange ratio and the shares to be distributed to RZB shareholders pur-
suant to sec. 224 para. 3 of the Stock Corporation Act, RBI will, by way of an increase in share capital to 
implement the Merger, grant RZB shareholders 35,960,583 new no-par-value bearer shares with voting 
rights which are to be issued (hereinafter referred to as “Merger Shares”), in exchange for the transfer of 
assets pursuant to the Merger Agreement; from an economic point of view, therefore, the Merger Shares 
will constitute the compensation for RZB assets transferred to RBI through the Merger (excluding the RBI 
shares transferred to RZB shareholders pursuant to sec. 224 para.3 of the Stock Corporation Act but in-
cluding the assets transferred as a result of the Preceding Merger). After registration of the Merger with the 
commercial register, the Merger Shares will, on the instruction of the appointed trustee, be transferred to 
the securities accounts of RZB shareholders proportionate to their respective holdings in RZB. The number 
of Merger Shares to be distributed to each RZB shareholder is also stated in Annex ./3 to the Merger 
Agreement. 

To implement the Merger and grant the consideration, RBI will accordingly increase its share capital by 
EUR 109,679,778.15 from EUR 893,586,065.90 to EUR 1,003,265,844.05 by issuing Merger Shares, 
i.e. 35,960,583 no-par-value bearer shares with voting rights. The capital increase will be implemented as 
consideration to compensate for the corporate assets of RZB transferred to RBI as a result of the Merger 
(excluding the RBI shares distributed to RZB shareholders pursuant to sec. 224 para. 3 of the Stock Corpo-
ration Act but including the assets transferred as a result of the Preceding Merger). The Merger Shares 
created as a result of the capital increase will be issued at their pro-rata amount of the share capital (sec. 8 
para. 3 sentence 3 of the Stock Corporation Act), amounting to EUR 3.05, without any premium. Pursuant 
to sec. 223 of the Stock Corporation Act, the remaining RBI shareholders will have no subscription rights 
with regard to the Merger Shares issued in the course of RBI’s capital increase. 

No cash adjustments will be paid under the Merger Agreement in connection with this Merger. 

The trustee pursuant to sec. 225a para. 2 of the Stock Corporation Act shall be charged with receiving the 
Merger Shares to be granted as a result of the Merger and with issuing these Merger Shares to the 
shareholders of the Transferring Company. Pursuant to section 5 of the Merger Agreement, the Transferring 
Company has appointed Christian Mayer, notary public, Seilerstätte 28, 1010 Vienna, as trustee pursuant 
to sec. 225a para. 2 of the Stock Corporation Act and has instructed him to fulfill the duties pursuant to 
sec. 225a para. 2 of the Stock Corporation Act and pursuant to the Merger Agreement, in particular to 
take receipt of the shares of the Acquiring Company to be granted to the shareholders of the Transferring 
Company and to hand them over to them. The Acquiring Company has approved the appointment of the 
trustee. 
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If a judicial review of the exchange ratio is requested, the Acquiring Company intends to request that it is 
empowered, pursuant to sec. 225e para. 3 of the Stock Corporation Act, to grant only additional shares 
(through the granting of own shares) instead of cash adjustments. 

According to section 4 of the Merger Agreement, RBI will request that the Merger Shares be admitted for 
trading on the Vienna Stock Exchange, in the Prime Market segment of the Official Market, immediately af-
ter the Merger becomes effective. 

7 Entitlement to profits (sec. 220 para. 2 sub-para. 4 of the Stock Corporation Act) 

Pursuant to section 3 clause 3.3 of the Merger Agreement, the Merger Shares to be granted to RZB 
shareholders will entitle the holder to participate in profits from the start of the business year during which 
the said shares were issued and handed over to the appointed trustee. The RBI shares which have already 
been issued and which are used pursuant to sec. 224 para. 3 of the Stock Corporation Act within the con-
text of the passing-through of shares (Anteilsdurchschleusung) for the purpose of offering partial compensa-
tion to RZB shareholders will remain entitled to profit-sharing and dividend rights, as in the past. 

8 Special rights (sec. 220 para. 2 sub-para. 6 of the Stock Corporation Act) 

Pursuant to section 3 clause 3.4 of the Merger Agreement, neither the Transferring Company nor the Ac-
quiring Company will grant any of its individual shareholders special rights. 

Neither the Transferring Company nor the Acquiring Company have issued shares with preferential rights, 
bonds or participation rights within the meaning of sec. 226 para. 3 of the Stock Corporation Act or similar 
rights. Supplementary capital issued by RZB or RBI pursuant to the Austrian Banking Act or pursuant to the 
CRR is, as a purely profit-related instrument which does not give any entitlement to purchase (or exchange 
into) shares or any entitlement to a participation in capital but instead solely conveys an entitlement to re-
payment of no more than the nominal value of the respective bond and payment of the agreed interest, 
pursuant to case law (ECJ 7.4.2016 C483/14, KA Finanz; Austrian Supreme Court of Justice (OGH) 
21.06.2016, 1 Ob 93/16), not a participation right pursuant to sec. 226 para. 3 of the Stock Corpora-
tion Act. Measures under sec. 220 para. 2 sub-para. 6 in conjunction with sec. 226 para. 3 of the Stock 
Corporation Act are therefore not necessary. 

9 Special benefits (sec. 220 para. 2 sub-para. 7 of the Stock Corporation Act) 

Pursuant to section 3 clause 3.5 of the Merger Agreement, as a result of the Merger, neither the members 
of the respective Management Board nor the members of the respective Supervisory Board of the compa-
nies involved in the Merger, nor an auditor of the financial statements, bank auditor, foundation auditor, 
(auditor of the non-cash contribution), merger auditor or other auditor will be granted any special benefits 
pursuant to sec. 220 para. 2 sub-para. 7 of the Stock Corporation Act. 

The reasonable fee to be paid to the merger auditor for auditing the Merger is not a special benefit within 
the meaning of sec. 220 para. 2 sub-para. 7 of the Stock Corporation Act. The same applies with regard 
to the auditor of the annual financial statements and the foundation auditor (auditor of the non-cash contri-
bution) and any other auditors. 
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10 Approval requirements, condition precedent 

Pursuant to section 8 of the Merger Agreement, its entry into effect is subject to the following conditions 
precedent: 

i. the approval of the Financial Market Authority pursuant to sec. 21 para. 1 sub-para. 1 of the Aus-
trian Banking Act; 

ii. (a) the granting of the prudential permission pursuant to Art. 113 (7) of the CRR to RBI for the B-
IPS and (b) the confirmation of the CEO of RZB in his function as Chairman of the Risk Council of 
the B-IPS that the regional Raiffeisen banks have each been granted the prudential permission for 
exemption from deductions pursuant to Art. 49 (3) lit. b of the CRR with regard to their participa-
tion in RBI (prudential permissions as a result of the Merger entering into effect will also be suffi-
cient for fulfilment of these conditions precedent); 

iii. the registration of the Preceding Merger of RI Bet with RZB with the commercial register; and 

iv. its approval by the General Meeting of RZB and by the RBI General Meeting. 

11 Other provisions 

Pursuant to section 6 clause 6.3 of the Merger Agreement, the Acquiring Company declares that it has re-
viewed the closing balance sheet of the Transferring Company as of 30 June 2016 which forms the basis 
for the Merger, has reviewed the business of the Transferring Company and gained a clear understanding 
of the status of the individual assets, and has also inspected the Transferring Company’s books and ob-
tained information on the transactions conducted by the Transferring Company after the Effective Date of 
the Merger. Pursuant to section 6 clause 6.3 of the Merger Agreement, the Transferring Company de-
clares that it has disclosed the transactions conducted after the Effective Date of the Merger correctly and 
in full to the Acquiring Company. 

This Merger is governed by the provisions of Article I of the Reorganization Tax Act; the benefits provided 
by the Reorganization Tax Act will be utilized for the Merger and for all legal transactions and certifica-
tions required in order to execute the Merger Agreement. The Reorganization Tax Act will be used as rules 
of interpretation, so that in the event of any ambiguities or circumstances not considered, the Merger 
Agreement will be supplemented by the provisions creating the standard prerequisites for and legal con-
sequences of a merger pursuant to Article I of the Reorganization Tax Act. 

Pursuant to section 9 clause 9.3 of the Merger Agreement, all other costs associated with the Merger and 
with its preparation and implementation (including notary costs, court fees, costs of legal and tax advice) 
will be borne by the Acquiring Company alone. If the Merger does not take place, the two companies will 
each bear half of the costs of preparing the Merger. 
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VII. STOCK EXCHANGE TRADING AND DOCUMENTS IN LIEU OF A 
PROSPECTUS; SYNDICATE AGREEMENT 

1 Stock exchange listing; effects of the mergers on stock exchange trading of securities 

The shares of RBI are admitted to trading on the Official Market of the Vienna Stock Exchange in the Prime 
Market segment. All shares currently issued by RBI (including the shares currently held by RI Bet in RBI that 
are to be distributed to RZB shareholders) are admitted to trading. RBI will submit an application to Wiener 
Börse AG, requesting that the Merger Shares be admitted to trading on the Prime Market segment of the 
Official Market of the Vienna Stock Exchange after the merger of RZB with RBI has been registered with 
the commercial register. The Merger will have no effect on the admission of free floating RBI shares to trad-
ing. 

2 Document in lieu of a prospectus 

In Austria, this Merger Report together with the other documents to be made available for shareholders to 
inspect pursuant to sec. 221a para. 2 of the Stock Corporation Act, replaces the publication of an ap-
proved prospectus for the admission of the Merger Shares to trading on the Official Market of the Vienna 
Stock Exchange (sec. 75 para. 1 sub-para. 4 of the Stock Market Act (Börsegesetz - BörseG) in conjunc-
tion with sec. 3 of the Regulation on Minimum Contents, Publication and Language (Mindestinhalts-, Verö-
ffentlichungs- und Sprachenverordnung - MVSV)) and, if a public offer is available, also replaces the publi-
cation of an approved prospectus for the offer regarding shares in RBI to be granted to RZB shareholders 
(sec. 3 para. 1 sub-para. 8 of the Capital Market Act (Kapitalmarktgesetz - KMG) in conjunction with sec. 
3 of the Regulation on Minimum Contents, Publication and Language). 

3 Agreements of the core RZB shareholders regarding RBI after the Merger 

As RZB shareholders, the regional Raiffeisen banks are parties to syndicate agreements regarding RZB 
(see the notification on voting rights regarding RBI from 18 July 2016). The previous syndicate agreement 
will be replaced by a new syndicate agreement made by the regional Raiffeisen banks for RBI (in which 
RBI accedes to certain provisions of the agreement). The new syndicate agreement will take effect on the 
Effective Date of the Merger between RZB and RBI. 

The terms that the regional Raiffeisen banks intend to incorporate in the new syndicate agreement include 
a block voting agreement, preemption rights and a prohibition on sales of the RBI shares held by the re-
gional Raiffeisen banks (with a few exceptions) for a period of three years from the Effective Date of the 
Merger between RZB and RBI ("Lock-Up Period") if the sale would directly and/or indirectly reduce the 
regional Raiffeisen banks’ aggregate shareholding in RBI to less than 50% of the share capital plus one 
share. After expiry of the Lock-Up Period, a shareholding threshold of 40% of RBI’s share capital will apply 
in this respect. 

Once the merger between RZB and RBI becomes effective, the regional Raiffeisen banks will be able to 
nominate nine members of the RBI Supervisory Board. In addition to the members nominated by the re-
gional Raiffeisen Banks, the RBI Supervisory Board will in the future also include three (previously: two) in-
dependent representatives of free-float shareholders who are not attributable to the RBG Austria. This will 
be implemented at the RBI Annual General Meeting in 2017.  
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VIII. EXCHANGE RATIO 

1 Executive summary 

The fair exchange ratio was determined based on business valuations that were performed for both entities 
using identical methodological principles and procedures, except where different methods were chosen as 
described below. The determination of the value was based on the Professional Guidelines of the Expert 
Committee on Business Administration and Organization of the Institute for Business Economics, Tax Law 
and Organization of the Austrian Chamber of the Tax Advising, Auditing and Accounting Professions for 
the Valuation of Businesses (KFS/BW1). 

The Management Boards of RZB and RBI, working jointly with their senior management, have each pre-
pared updated budgets and extended perennial business plans for their respective companies (five years) 
on a consolidated/aggregated basis. 

Furthermore, each of the entities involved has subsequently engaged, as a valuer, a reputable audit firm to 
value the entities as a neutral expert in accordance with the applicable professional recommendations of 
the Austrian Chamber of the Tax Advising, Auditing and Accounting Professions, and to issue a report on 
their findings. 

The RZB Management Board engaged BDO Austria GmbH Wirtschaftsprüfungs- und Steuerbera-
tungsgesellschaft ("BDO") to value RZB and RBI with respect to the planned transaction. BDO therefore 
valued both RZB and RBI on a consolidated basis and determined the value of the contributed business as 
the difference between RZB’s value and the pro-rata value of RBI attributable to RZB. 

The RBI Management Board engaged EY to value the contributed business of RZB and of RBI with respect 
to the planned transaction. EY therefore valued RBI on a consolidated basis and then, to determine the 
value of RZB’s contributed business, projected the future net cash flows of RZB’s contributed business from 
the business plans prepared by RZB.  

The Management Boards of RZB and RBI and their senior management were at the disposal of both BDO 
and EY to provide details and information.  

It is important for the fair exchange ratio to be determined from the relative values of the entities being val-
ued, i.e. the value ratio, and not from their absolute values. 

The Management Boards of both companies have evaluated the valuation findings and assessed their 
plausibility. The Management Boards of both companies believe that the findings constitute an appropriate 
basis for establishing a fair exchange ratio. 

The Management Boards of RZB and RBI entered into negotiations based on the findings of the two exter-
nal experts and ultimately agreed to the following exchange ratio: 

Each RZB shareholder will receive 31.55 RBI shares (rounded) for one share, of which 5.31 shares 
(rounded) from the capital increase (in total 35,960,583 new shares) and 26.24 shares (rounded) from 
the allocation of RZB’s existing equity participation in RBI (in total 177,847,115 shares). 
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2 Entities being valued 

The entities being valued are: 

A. RZB contributed business (i.e. RZB exclusive of the 60.82% equity participation in RBI – after deduct-
ing treasury shares, i.e. shares not currently held by shareholders); 

B. RZB with all its equity participations (as in A., plus the 60.82% equity participation in RBI); and 

C. RBI with all its equity participations. 

The difference between A. and B. stems from the different perspectives of the shareholder groups involved 
in the transaction. RZB shareholders are primarily interested in the value that they are transferring to RBI (in-
cluding the equity participation in RBI), while RBI shareholders are primarily interested in the net value (after 
distributing RBI shares) that they are receiving from RZB. Both methods ultimately produce similar results. 

3 Valuation principles and methods 

Modern business valuation generally uses various procedures to determine the value of a business in a 
methodologically correct fashion. In line with prevailing views and practices, on the premise of purely fi-
nancial objectives, the business value is derived from the present value of the net cash flows to the compa-
ny owners associated with ownership of the business generated by continuing to run the business as before 
and disposing of any existing assets which are not necessary for the operation of the business. The present 
value of these projected net cash flows is also called the "future earnings value".  

3.1 Business value pursuant to the dividend discount method 

The valuation literature and Professional Guideline KFS/BW1 overwhelmingly recommend calculating the 
future earnings value using a discounted cash flow ("DCF") method. One DCF method uses the entity ap-
proach and the weighted average cost of capital (WACC). It calculates the overall business value of the 
operating business (value of unleveraged business) and then deducts the market value of the interest-
bearing loan capital in order to determine the market value of the equity. However, this particular DCF 
method is not suitable for valuing banks, whose operating business consists of lending out borrowed capi-
tal. A more suitable DCF method is the dividend discount model (DDM). This approach determines the 
market value of equity directly on the basis of the net cash flow by discounting the dividends distributable 
to shareholders at the cost of equity for the leveraged company. 

Both BDO and EY therefore used a discounted cash flow method based on the industry-standard dividend 
discount model to determine the value of the entities.  

Pursuant to this method, the business value is calculated by capitalizing the future net cash flows to the 
company owners using a corresponding capitalization rate. The business value is thus equal to the present 
value of all future income or earnings surpluses, after making allowances for dividend distributability and 
dividend financing. Forecasts of future income are a key issue in business valuations. Equal consideration 
must be given to risks and opportunities, paying particular attention to the entity’s recent performance. The 
further the planning period extends into the future, the less exact the underlying data generally is. This 
growing uncertainty as the planning period extends into the future is, however, offset by the fact that each 
year’s distributable net income is discounted back to the valuation date. As a result, future cash flows ac-
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count for a diminishing share of the total valuation as they move further away from the valuation date, and 
the impact of the uncertainty of forecasts associated with longer planning periods is diminished. 

The valuation calculations of both BDO and EY are based on the consolidated business plans of RZB and 
RBI which were prepared by the Management Boards of the respective companies and approved by the 
respective Supervisory Boards. For the purpose of plausibility assessments, the valuers were provided with 
detailed planning of key participating interests, but these had not been individually approved by the re-
spective Supervisory Board of either RZB or RBI and were thus used merely to analyze the consolidated 
business plans and assess their plausibility. 

In line with prevailing views and practices in business valuation, the share exchange ratio is to be based 
on the objectified business values of the two entities. The objectified business value is a future earnings val-
ue that emanates from continuing the business on the basis of the existing corporate concept, with all realis-
tic future expectations regarding market opportunities and risks, financial options open to the business, and 
other contributing factors. Comparative determination of objectified business values generally assumes that 
all future net income will be distributed in full, taking into account consistent assumptions with regard to 
profit retention requirements. However, if statutory, and, in particular, regulatory or business economic, re-
quirements reveal growth-related equity capital requirements, valuation calculations may factor in a capital 
injection or earnings retention. In keeping with prevailing opinions in business administration research and 
business practices, moreover, the two entities were valued on a stand-alone basis, i.e. ignoring all positive 
or negative synergies/economies of scale that might be created by the intended Merger. 

3.2 Liquidation value 

The liquidation value is the present value of the financial cash flows from selling the assets of the business, 
settling its debts, taking account of the liquidation costs and the tax effects of liquidation. The liquidation 
value may vary depending on the intensity and speed of break-up. Wherever the present value of the fi-
nancial cash flows from liquidation exceed the going concern value, the liquidation value will represent the 
lowest possible business value unless there are compelling reasons to continue operating the business as a 
going concern. 

Since both entities being valued are expected to continue operating as going concerns and there is no 
reason to believe that the liquidation values would exceed the capitalized earnings values, no liquidation 
values were determined for the activities attributed to the core business. 

3.3 Plausibility assessment based on comparison values 

In line with the relevant literature and prevailing practices, a market price approach is a reasonable meth-
od for verifying the plausibility of a valuation. The market prices used in this approach are obtained from 
the market capitalizations of comparable listed companies or from prices for comparable company trans-
actions. Companies are considered comparable if, among other things, they have comparable business 
models and business risks. Since RBI’s shares are listed on the stock exchange, but RZB’s shares are not, it 
is not possible to use market capitalization to calculate the exchange ratio or verify its plausibility. 

For listed companies such as RBI, it is helpful to use the market prices of shares to assess the plausibility of 
a business value calculated using the capitalized earnings or discounted cash flow method. Having said 
that, market prices may still deviate from the business value calculated using the DCF or capitalized earn-
ings method because they do not necessarily reflect the entity’s intrinsic value, but rather reflect the mar-
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ket’s return expectations, which can be affected by external conditions (business cycle, industry discounts 
on capital markets, general market sentiment and situation, etc.) and by factors specific to the company 
and its stock listing (percentage of shares traded on the market, marketability, any special arrangements 
affecting the stock price, etc.).  

When conducting plausibility assessments for financial institutions, it has become customary practice to 
base assessments on price/book multiples. The use of a single price/book multiple to assess the consoli-
dated contributed business is not meaningful since the contributed business consists of many companies 
which cannot be classified as financial institutions (e.g. LLI, Comparex, etc.) and for which different refer-
ence parameters (EBIT, EBITDA) are used within the context of valuation practice to assess plausibility us-
ing multiples.  

4 Valuation date 

The resolution on the approval of the Merger Agreement is scheduled to be passed on 23 January 2017 
for RZB and on 24 January 2017 for RBI. Therefore, 24 January 2017, the date of RBI’s General Meet-
ing, was chosen as the valuation date since RBI’s General Meeting will be passing its resolution after 
RZB’s General Meeting, which makes it the deciding resolution for the approval of the Merger. The in-
come attributed to 2017 in the business valuation calculations were discounted for an abbreviated year 
ending on 24 January 2017 instead of being discounted for a full year. The determination of business val-
ue described below takes account of all the circumstances of relevance to business value that were known 
at the time of signature of this Report. 

5 Central planning assumptions 

5.1 Phase model 

The business valuations are based in principle on business plans prepared by the Management Boards at 
each of the two companies. These describe the companies’ projected operating and financial perfor-
mance based on expected market conditions and other general economic conditions. Since forecasts be-
come less certain as they move further away from the valuation date, the financial surpluses are generally 
projected broken down into different phases that reflect the differing degrees of forecasting certainty 
(phase model). Phases may be longer or shorter depending on the size, structure and industry sector of the 
entity being valued. In most cases, the forecast is divided into a detailed forecasting phase and a subse-
quent phase after the planning period for which only global or uniform assumptions can be made. 

In this case, the forecasting period was divided into three phases of different lengths. Phase I extends over 
three years (2017 to 2019) and covers the budget for the 2017 calendar year and two additional years 
that are planned out in detail and reflect the companies’ regular planning periods. Phase II covers two 
years (2020 to 2021) and reflects medium-term earnings expectations. Phases I and II together cover five 
years and are based on the detailed business plans prepared by management at the entities being val-
ued.  

These two phases are followed by Phase III (permanent dividend phase), which BDO and EY have esti-
mated in consultation with both Management Boards using a perpetuity and the going concern assump-
tion. As required by Professional Guideline KFS/BW1, the perpetuity was based on long-term return ex-
pectations and earnings retention.  



58 

5.2 Macroeconomic data 

The economic success of any given business activity depends heavily on the general conditions in the indi-
vidual markets. For that reason, the current general conditions have to be established and then used to 
forecast the performance of the individual entities/profit centers of RBI and RZB. Raiffeisen Research sup-
plied the macroeconomic data shown below for the individual markets. Both BDO and EY used this 
source, but checked it against other, independent sources and supplemented and adapted the data as 
needed.  

The following sources, among others, were used for the plausibility assessment: 

 International Monetary Fund (IMF)

 Organisation for Economic Co-operation and Development (OECD)

 National banks of individual countries including OeNB (Oesterreichische Nationalbank), NBS
(Národná Banka Slovenska), CBR (Central Bank of the Russian Federation), etc

 Statistik Austria

 World Bank

 Bloomberg L.P.

With regard to RBI’s valuation, the (forecast) data for bank asset growth, GDP growth and inflation are 
provided below:  

Total assets annual growth 2014 2015 2016 2017 2018 2019 2020 2021 

Slovakia 5.4% 7.7% 5.8% 12.1% 8.6% 8.2% 8.1% 6.7 % 

Hungary 3.3% 2.7% 1.4% 3.1% 3.1% 7.9% 7.1% 7.1% 

Czech Republic 3.6% 2.9% 11.2% 10.1% 6.7% 4.1% 6.1% 6.0% 

Poland 9.6% 4.2% 5.8% 7.4% 9.1% 8.4% 8.5% 8.1% 

Russia 42.7% (4.4)% 14.8% 0.9% 8.5% 6.7% 6.9% 6.9% 

Ukraine 3.0% (4.7)% 15.2% 20.0% 12.6% 10.2% 10.8% 10.2% 

Romania (0.3)% 2.7% 3.9% 3.4% 11.4% 11.0% 10.3% 10.3% 

Slovenia (5.6)% (5.1)% (4.7)% (1.1)% 5.2% 6.6% 4.8% 4.9% 

Belarus 12.2% 41.2% 5.3% 4.3% 15.7% 15.1% 22.7% 15.0% 

Bulgaria (1.2)% 3.3% (0.4)% 1.0% 5.2% 5.8% 2.8% 4.2% 

Croatia (0.5)% (0.3)% 1.7% 4.0% 1.8% 1.7% 0.8% 0.7% 

Bosnia and Herzegovina 4.4% 3.7% 4.0% 4.5% 6.1% 5.6% 4.1% 4.1% 

Serbia 5.0% 3.4% 9.1% 8.3% 7.9% 7.4% 6.4% 6.4% 

Kosovo (1) n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.

Albania 0.3% 1.8 % 2.7% 5.7% 8.2% 10.3% 7.0% 7.0% 

1) Due to insufficient data for Kosovo, data for Albania was used instead 
Source: Raiffeisen Research  
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Real GDP annual growth 2014 2015 2016 2017 2018 2019 2020 2021 

Slovakia  2.52%  3.60%   3.50%  3.30%  3.99%   3.50%  2.50%  2.50%  

Hungary  3.70%   2.90%   2.30%  270%   2.90%   2.30%   2.00%   2.00%  

Czech Republic  2.70%   4.60%   2.50%  2,70%   2.50%   2.40%   2.20%   2.20%  

Poland  3.30%   3.60%   3.30%  3.70%   3.10%   3.20%   2.70%   2.70%  

Russia  0.70%  (3.70)%  (0.50)%  1.00%   1.50%   1.50%   1.50%   1.50%  

Ukraine (6.60)%  (9.90)%   1.00%  2.00%   3.00%   3.00%   3.00%   3.00%  

Romania  2.96%   3.75%   5.20%  3.60%   3.00%   3.00%   3.00%   3.00%  

Slovenia  3.11%   2.32%   2.00%  2.10%   2.20%   1.60%   1.60%   1.60%  

Belarus  1.70%  (3.90)%  (3.00)%  0.00%   1.50%   2.00%   2.00%   2.00%  

Bulgaria  1.55%   3.00%   3.00%  3.00%   3.30%   3.50%   2.50%   2.50%  

Croatia (0.36)%   1.60%   2.30%  2.50%   2.00%   2.00%   1.80%   1.80%  

Bosnia and Herzegovina  0.80%   2.80%   3.00%  3.50%   4.00%   3.00%   2.50%   2.50%  

Serbia (1.80)%   0.74%   2.50%  3.00%   3.00%   3.00%   2.50%   2.50%  

Kosovo  3.00%   3.00%   4.00%  4.00%   4.00%   4.00%   3.50%   3.50%  

Albania  2.00%   2.60%   3.50%  4.00%   4.00%   4.00%   3.30%   3.30%  

Source: Raiffeisen Research  

Annual inflation rates 2014 2015 2016 2017 2018 2019 2020 2021 

Slovakia (0.10)% (0.30)% (0.50)%  1.10%   2.00%   2.20%  2.00%   2.00%  

Hungary (0.15)%   0.00%   0.30%   1.80%   2.30%   3.00%   2.50%   2.50%  

Czech Republic  0.40%   0.30%   0.60%   1.70%   2.00%   2.00%   2.00%   2.00%  

Poland  0.00%  (0,90)%  (0.60)%  1.30%   2.00%   2.50%   2.30%   2.30%  

Russia  7.80%  15.60%   7.40%   6.10%   5.30%   5.00%   4.50%   4.50%  

Ukraine  12.10%   48.70%   13.30%   10.70%   7.50%   6.50%   5.00%   5.00%  

Romania  1.10%  (0.59)%  (1.60)%   1.20%   2.40%   2.80%   2.30%   2.30%  

Slovenia  0.40%  (0.80)% (0.20)%   1.30%   1.50%   2.00%   2.00%   2.00%  

Belarus  18.10%   13.50%   14.00%   12.00%   11.00%   10.00%   10.00%   10.00%  

Bulgaria (1.40)%  (0.10)%   0.00%   1.60%   2.00%   3.00%   2.50%   2.50%  

Croatia (0.20)%  (0.50)%  (1.20)%   1.30%   2.20%   2.50%   2.00%   2.00%  

Bosnia and Herzegovina (0.90)%  (1.00)%   0.00%   1.50%   2.50%   3.00%   2.00%   2.00%  

Serbia  2.90%   1.40%   1.20%   2.50%   2.90%   4.00%   3.50%   3.50%  

Kosovo  0.50%   1.20%   2.50%   2.00%   2.50%   2.50%   3.00%   3.00%  

Albania  1.60%   1.80%   1.30%   2.20%   2.70%   3.50%   3.00%   3.00%  

Source: Raiffeisen Research 

5.3 Key assumptions for the detailed planning period 

Phase I covers a period of three years, and Phase II a period of two years. These two phases thus cover 
five years in total and represent the planning period. The planning period is based on the business plans 
developed by the Management Boards. Phase I is based on multiple top-down/bottom-up planning cycles 
(e.g. counterflow methods), while Phase II is less detailed and generally follows a top-down approach. 

The most important planning and valuation assumptions are: 

 The plan values are generally based on IFRS figures.
 The plan values for RBI’s network banks were prepared in local currency and are nominal figures, i.e.

they were estimated based on certain inflation expectations.
 Valuation-related income, if planned in currencies other than EUR, was converted using the exchange

rates forecast by Raiffeisen Research.
 Any future growth-related capital requirements will be met by retaining earnings (CET1) and by issuing

sufficient AT1 and Tier 2 instruments.
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 The planning was carried out at the level of the network banks (RBI) and of individual companies, sub-
groups and profit centers (RZB’s contributed business); BDO and EY each calculated the business val-
ues of both entities on a consolidated basis. 

5.4 Income taxes and other taxes 

The value of a corporation is always calculated using net income, i.e. income after deducting income 
taxes owed at corporate level. Personal income taxes were not applied, however, as permitted by the 
Professional Guideline KFS/BW1 on the Valuation of Businesses.  

Income taxes were calculated based on national tax rates using any applicable loss carryforwards. 
Withholding taxes were only recognized for subsidiaries that were headquartered outside the Europe-
an Union.  

Possible future special taxes on financial transactions were not included in the valuations due to insuffi-
cient substantiation and/or legal basis. 

The valuation of the entities did, however, reflect the reformed bank levy that Austrian policymakers 
have decided on. 

5.5 Planning results 

Both Management Boards adopted the business plans that were used in determining the values. The 
results are summarized in the following tables. 

5.5.1 RBI 
     

RBI Group  
Actual Actual Phase I Phase II 

12/2015 09/2016 2017-2019  2020-2021  

Total Assets (EUR million) 114,427 113,838 3.4 %(1) 3.1%(1) 

Average values     

Operating income/total assets at year-end 4.3 %(2) 4.1%(2) 4.0 %(2) 3.9%(2) 

Credit risk provisioning/total assets at year-end (1.1)%(2) (0,6)%(2) (0.6)%(2) (0.5)%(2) 

Cost income ratio(2) 59.1%(2) 60.5%(2) 57.3%(2) 53.6%(2) 

Consolidated profit/total assets at year-end(3) 0.3%(2) 0.5%(2) 0.7 %(2) 0.9 %(2) 

1) CAGR = Compounded annual growth rate, based on the initial values for 09/ 2016 and 2015. 

2) Ratios for reference dates during the course of a year are annualized and for Phase I and Phase II are in each case shown as the 
arithmetic mean of the individual annual values   

3) Operating expenses/operating income excluding credit risk provisioning 

The following valuation explanations refer to RBI: 

Total assets 

Essentially, the planning assumptions for RBI are on the one hand based on the expected 
growth rates of the on-balance banking assets in the CEE countries in which RBI operates and 
on the other hand on strategic priorities. This results in a CAGR of 3.4% in Phase I (2017 to 
2019) and a CAGR of 3.1% in Phase II (2020 to 2021).  

This calculation is based on the macroeconomic data stated in section 5.2 above. 
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Operating income 

Given the total assets and their composition, the banks mainly generate interest, fee and com-
mission income, net trading income and other income. During Phase I and Phase II operating in-
come in relation to total assets will initially reduce slightly to 4.0% and then to 3.9%. 

Credit risk provisioning (risk costs) 

At 0.6% in 2016, the ratio of credit risk provisioning to total assets shows a significant improve-
ment on the previous year. Risk costs/total assets will continue to reduce slightly in the further 
course of Phase I and also in Phase II and reach approximately 0.5% by 2021. 

Cost income ratio 

The cost income ratio will improve steadily in Phase I and Phase II and starting from 60.5% in 
2016, will reduce to 53.5% in 2021. This improvement is attributable to annual decreases in 
operating expenses and also to slight increases in operating income. 

Consolidated profit 

The consolidated profit to total assets ratio will improve steadily from 2016 to 2021 for the rea-
sons described above and based on a consolidated profit for the first nine months of 2016 of 
EUR 394 million (corresponding to an annualized value of 0.5% of total assets).  

Based on macroeconomic expectations, interest rates are anticipated to increase in subsequent 
years. 

5.5.2 RZB (including RBI) 
     

RZB Group  
Actual Actual Phase I Phase II 

12/2015 09/2016 2017-2019  2020-2021  

Total Assets (EUR million) 138,426 137,396 2.6%(1) 2.8%(1) 

Average values     

Operating income/total assets at year-end 3.9%(2) 3.6 %(2) 3.6%(2) 3.6%(2) 

Credit risk provisioning/total assets at year-end (0.9)%(2) (0.5)%(2) (0.5)%(2) (0.4)%(2) 

Cost income ratio(2) 59.4%(2) 61.1%(2) 58.6%(2) 54.3%(2) 

Consolidated profit/total assets at year-end(3) 0.2%(2) 0.1%(2) 0.4%(2) 0.5%(2) 

1) CAGR = Compounded annual growth rate, based on the initial values for 09/ 2016 and 2015. 

2) Ratios for reference dates during the course of a year are annualized and for Phase I and Phase II are in each case shown as the 
arithmetic mean of the individual annual values   

3) Operating expenses/operating income excluding credit risk provisioning 

The following valuation explanations refer to RZB: 

Basis for planning 

RBI is included in RZB’s consolidated financial statements because of RZB’s substantial share-
holding in RBI. In addition, RZB has a number of other equity participations that are consolidat-
ed, accounted for using the equity method or carried at cost. The income from these equity par-
ticipations was taken into account at the RZB Group level. 
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Total assets 

The planning assumptions for RZB are essentially based on the expected growth rates for “on-
balance banking assets” in the CEE countries (taking into account strategic priorities) and in the 
other fully consolidated equity participations (affiliated undertakings). This gives a CAGR of 
2.6% in Phase I (2017-2019) and of 2.8% in Phase II (2020-2021). 

The starting point is the macroeconomic data as shown in section 5.2 above. 

Operating income 

The banks and the other fully consolidated equity participations mainly generate interest income 
and commission fees derived from the respective banking assets and their composition, as well 
as net trading income and other income. During Phase I and Phase II total income in relation to 
total assets remains constant at 3.6%. 

Credit risk provisioning (risk costs) 

At 0.5% in 2016, the ratio credit risk provisioning to total assets shows a significant improvement 
on the previous year. Over the subsequent course of Phase 1 and also Phase II  risk costs/total 
assets will reduce slightly and reach 0.4% by 2021. 

Cost income ratio 

The cost income ratio will improve continuously in both Phase I and Phase II and starting at 
61.1% in 2016, will decrease to 54.3% in 2021. This is due to annual reductions in operating 
expenses and also to the slight increase in operating income.  

Consolidated profit 

The earnings ratio consolidated profit/total assets shows a continuous improvement from 2016 
to 2021 due to the aforementioned trends. 

Based on macroeconomic forecasts, an increase in interest rates is expected for the subsequent 
years. 

5.5.3 Contributed business 

Basis for planning 

The value of the contributed business can be determined by a calculation of differences be-
tween RZB and RBI (indirect approach chosen by BDO) or by valuing the contributed business 
directly (EY’s approach: calculation of the difference between RZB consolidated planning data 
and the RBI components contained therein). 
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To value RZB’s contributed business, EY derived the future net cash flows of RZB’s contributed 
business from the business plans prepared by RZB (subtraction method based on the planned 
net cash flows). Consequently, the direct valuation of the contributed business is directly based 
on the base data contained in 5.5.1 and 5.5.2. 

Contributed Business 
Actual  

09/2016 
Phase I  

2017-2019(1)  
Phase II  

2020-2021(1)  

Risk weighted assets in EUR million 8.619  (2,7)%  (4,9)% 

1) (1) CAGR Compounded annual growth rate (average annual growth rate), each related to the starting value of 09/2016

5.6 Calculation of capitalizable income 

In the method used (dividend discount method), potential dividends constitute the relevant income for 
valuation purposes. Due to bank-specific regulatory capital adequacy requirements at consolidated lev-
el, BDO and EY have determined the dividends for the individual entities solely at a consolidated level, 
not at the level of network banks or individual equity participations. Their calculations are based on the 
detailed plans for 2017 to 2019 (Phase I) and the business plans for 2020 to 2021 (Phase II). 

Capitalizable income is generally calculated on the basis of the full distribution assumption, in which 
case the capital ratios CET1, Tier 1 (CET1 and AT1) and total capital are used for verifying compliance 
with regulatory capital adequacy requirements at consolidated level. 

BDO based its valuation of RZB and RBI on the unmodified capital plans adopted by the Management 
Boards of RZB and RBI. The capital plans are based on the detailed capital plans prepared by each 
bank. 

EY adapted RBI’s capital plan using the currently notified SREP ratios. EY assumed that RZB’s contributed 
business had the same capital requirements as RBI because, after the Merger, the risk-weighted assets of 
the contributed business will have to be backed by capital resources in the same manner as RBI’s other 
risk-weighted assets. 

Due to a non-trivial increase in regulatory capital requirements in the detailed planning period (Phase I) 
and beyond, the valuation assumed that earnings would be retained in order to comply with capital ad-
equacy requirements, affecting the amount of potential dividends distributed to equity providers.  

The income for shareholders for the purposes of valuation of the entities is defined as follows: 
  Profit before tax 

Less Corporate tax 

gives Profit after tax  

Less Minority interests 

gives Profit after tax and minority interests 

plus/less Change in minimum capital requirements 

Distributable profit/dividend  

Please see section 5.4 with respect to withholding taxes. 

In the permanent dividend phase (Phase III), income is determined for valuation purposes on the assump-
tion that nominal growth will be sustainable and that some earnings will have to be retained in order to 
comply with capital adequacy requirements. 
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Capitalizable income is understood to mean profits after deducting corporate taxes and any earnings 
that have to be retained in order to comply with regulatory capital requirements. The proceeds and ex-
penses that go into capitalizable income are determined on a consolidated basis, taking into account 
minority interests. The detailed plans for individual subsidiaries are initially prepared in their local curren-
cy, and the calculated dividends are converted to EUR using the expected exchange rates.  

6 Capitalization rates 

In the dividend discount method, the value of a business is determined by discounting expected divi-
dends using the risk-equivalent cost of equity for the leveraged business. The cost of capital is derived us-
ing the capital asset pricing model (“CAPM”). 

6.1 CAPM 

CAPM, which is used to derive the cost of equity, is highly regarded in business literature and among in-
ternational valuation practitioners. According to this model, capital market returns on shareholdings (in 
the form of stock portfolios) need to be considered as the output value. These returns can generally be 
broken down into a risk-free reference interest rate and a risk premium demanded by investors in ex-
change for assuming entrepreneurial risk. 

6.2 Base interest rate 

Opportunity costs play an important role in determining the cost of equity. The investment being valued is 
compared to the cost of the best alternative investment. This cost is determined using the risk-free interest 
rate, which – for objectification purposes – is generally equal to a long-term capital market interest rate 
that is considered risk-free. Professional Guideline KFS/BW1 recommends deriving the base interest rate 
from the 30-year yield curve in effect on the valuation date using a maturity equivalent to the maturity 
used to value the business. 

The yield curve shows the connection between interest rates and maturities of zero-coupon bonds with-
out credit default risk. In compliance with Professional Guideline KFS/BW1, both BDO and EY used the 
yield curve data published by Deutsche Bundesbank for an objectified assessment of the yield curves.  

The base interest rate as of the future valuation date of 24 January 2017 was estimated based on the in-
terest rate structure of German bunds using the Svensson method as of 18 November 2016. 

6.3 Premiums 

When determining an objectified business value, the risk premium must be derived from the market’s 
general behavior and not from the subjective risk appetite of individual company owners or groups of 
company owners (standardized perspective). The assumption is that investors see a risk in investing in 
companies (investor risk), which must be compensated by a premium on the base interest rate. One way 
to derive the risk premium is to apply the capital asset pricing model (CAPM) to empirically calculated 
returns on shares in the capital market. 

In the CAPM, the capitalization rate consists of the base interest rate and the risk premium determined us-
ing the CAPM. 



65 

 

6.3.1 Market risk premium and beta coefficient 

Based on the recommendation given on 4 October 2012 by the Working Group on Business Valuations 
of the Expert Committee on Business Administration and Organization of the Austrian Chamber of the Tax 
Advising, Auditing and Accounting Professions, a reasonable range for the market risk premium is 5.5% to 
7.0%. As part of the valuation, both BDO and EY set the market risk premium at 7.0%. 

The market risk premium – set for valuation purposes on the basis of the recommendation given by the 
Working Group on Business Valuations of the Expert Committee on Business Administration and Organiza-
tion of the Austrian Chamber of the Tax Advising, Auditing and Accounting Professions – can be confirmed 
by implicitly deriving the market risk premium from the capital market as recommended in the business liter-
ature and by recognized business valuation experts. 

This average risk premium must be modified in view of the special risk structures of the entities being valued. 
In the CAPM, the systematic risk for a specific business and industry is expressed as the "beta coefficient". 
The beta coefficient mathematically expresses the systematic risk of a security in the form of a standardized 
covariance. The risk premium for the company being valued is then calculated by multiplying the market 
risk premium by the beta coefficient for the individual business. 

In practice, the beta coefficient for listed companies is determined using a linear regression in which the re-
turns earned on stock in the company are regressed against the return of the market portfolio. Consequent-
ly, risk premiums in the CAPM reflect both business risk and financial risk. 

The individual company beta was used to value RBI. RZB’s beta coefficient was derived from the individual 
beta coefficients for the equity participations, which were weighted by fair market value and added to-
gether to obtain the beta coefficient for RZB. Comparable listed companies were used for any non-listed 
equity participations as stipulated by Professional Guideline KFS/BW1. Considerable emphasis was 
placed on ensuring that the risk was comparable. 

BDO calculated a beta coefficient of 1.36 for RBI by regressing historic returns on RBI shares against the 
STOXX Europe 600 Index over a period of five years based on monthly returns.  

In RZB’s case, beta coefficients were obtained for a peer group for RZB’s contributed business, weighted 
by fair value and then averaged. These coefficients and the RBI beta coefficient were then used to obtain 
an implicit beta coefficient for RZB that ranges from 1.27 to 1.30. 

EY obtained a beta coefficient of 1.78 for RBI by regressing historic returns on RBI shares against the ATX 
Prime Index. 

For RZB’s contributed business, EY obtained an average beta coefficient of 1.00 (based on a separate 
peer group for principal participations against a broad national country index). 

It must be noted that the business risk posed by RZB’s contributed business is considered lower than that of 
RBI. This is due to the regional focus on the Austrian market and the broad diversification effect provided 
by the distribution of RZB’s equity participations across many different industries. 
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6.3.2 Growth assumption in terminal value 

For the specific valuation in question, transition to perpetuity is planned due to the planned indefinite con-
tinuation of the enterprise following the detailed planning period.  

With regard to the long-term income situation, modelling of the perpetuity was based on estimates of the 
respective Management Boards, on extensive analyses of expected market and operational developments 
and on the underlying regulatory conditions. The distributable profit was determined based on the long-
term income situation taking into account the profit retention requirements for long-term growth. 

Based on this distributable profit, the value contribution of the perpetuity was calculated by deducting a 
corresponding growth factor from the nominal capitalization rate. All other discounting to the valuation 
date used the nominal capitalization rate. 

BDO set the growth rate for both entities being valued at 2.5% in the terminal value calculation, assuming 
long-term nominal GDP growth. 

EY set the growth rate for both entities at 1.0% in the terminal value calculation. 

6.4 Summary overview 

The discount rates are the investor’s required return, and were initially determined for RBI and for RZB’s in-
dividual components. To obtain aggregated/consolidated valuations, it was necessary to weight the inter-
est rate components based on value contributions and to combine them into one interest rate for RZB. 

The following table provides a straightforward overview of the most important components of BDO’s cost 
of equity rates and discount rates for the 2016 to 2021 calendar years that were used to discount RZB 
and RBI cash flows (dividends) for valuation purposes. 

   
RBI   

Base interest rate*  1.00 % 

   Market risk premium** 7.00%  

   multiplied by beta coefficient 1.36  

gives risk premium  9.52% 

Capitalization interest rate  10.52% 

   

RZB   

Base interest rate*  1.00% 

   Market risk premium ** 7.00%  

   multiplied by beta coefficient 1.27  

gives risk premium  8.89% 

Capitalization interest rate  9.89% 
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EY’s discount rates are as follows: 
RBI 

Base interest rate* 1.00% 

   Market risk premium** 7.00% 

   Multiplied by beta coefficient 1.78 

Gives risk premium 12.48% 

Capitalization interest rate 13.48% 

Contributed Business 

Base interest rate* 1.00% 

   Market risk premium** 7.00% 

   Multiplied by beta coefficient 1.00 

Gives risk premium 7.00% 

Capitalization interest rate 8.00% 

  *) Parameter published by Deutsche Bundesbank on 18.11.2016, calculation based on the Svensson 
      method 
  **) Recommendation of the Working Group on Business Valuations of the Austrian Chamber of  
        Professional Accountants and Tax Advisors (Arbeitsgruppe Unternehmensbewertung der Kammer der 
        Wirtschaftstreuhänder) 

7 Specific difficulties during the valuation 

Pursuant to sec. 220a of the Stock Corporation Act, the Management Board must also address any specif-
ic difficulties that may have arisen during the business valuation. In this regard, the RZB Management 
Board and the RBI Management Board state unanimously that no specific (additional) difficulties arose 
other than issues that regularly arise during any business valuation, including correctly forecasting income 
for valuation purposes. 

8 Results of the valuation and determination of the exchange ratio 

The business valuations resulted in the following business values: 

8.1 RZB: business value and value per share 

BDO determined that RZB’s business value ranges from EUR 4.6 billion to EUR 5.3 billion taking into ac-
count a 60.7% (excluding treasury shares: 60.82%) shareholding in RBI. This is equal to EUR 620.0 to EUR 
784.0 per RZB share. The valuation corresponds to an implicit price/book (P/B) multiple of 0.83 to 0.95 
for RZB. 

8.2 RBI: business value and value per share 

BDO determined that RBI’s business value ranges from EUR 6.2 billion to EUR 7.1 billion. This is equal to 
EUR 21.32 to EUR 24.37 per RBI share, based on the number of outstanding shares (i.e. excluding treas-
ury shares). The valuation corresponds to an implicit P/B multiple of 0.74 to 0.85 for RBI. 

EY determined that RBI’s business value ranges from EUR 6.4 billion to EUR 7.0 billion. This is equal to EUR 
21.9 to EUR 24.0 per RBI share, based on the number of outstanding shares. The valuation corresponds to 
an implicit P/B multiple of 0.80 to 0.88. 
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8.3 Contributed business: value 

EY determined that the value of the contributed business ranges from EUR 742 million to EUR 826 million. 

8.4 Plausibility assessment 

BDO and EY assessed the plausibility of their findings based on RBI’s market price and the implicit P/B 
multiples. 

The business value derived for RBI is above the market price, given long-term income expectations and 
RBI’s risk. The range of values is roughly 20% to 30% higher than RBI’s market capitalization as of 30 No-
vember 2016. The findings of BDO and EY were both determined to be plausible, based on the P/B mul-
tiple for the RBI value range defined by BDO of 0.74 to 0.85 and EY of 0.80 to 0.88 and based on a 
comparison with other banks that have comparable business strategies. 

For RBI’s plausibility assessment, a rolling price/book multiple of the international peer group companies 
was determined using data provider Bloomberg over a historical period from 31 December 2009 to 30 
November 2016. From 31 December 2009 to 31 December 2012, RBI’s price/book multiple was within 
the peer group’s range. Thereafter, the average price/book multiple of 0.49 was below the range of the 
peer group. The average median of the peer group from 31 December 2012 to 30 November 2016 
was 0.80. 

As of 30 November 2016, RBI had a P/B ratio of 0.56 and was thus at the lower end of the range. The 
median of the peer group at this time was 0.86. 

A plausibility assessment was not performed based on RZB’s market price since RZB is not a listed compa-
ny. The implicitly determined P/B ratio of BDO of 0.74 to 0.85 and EY of 0.80 to 0.88 is also reasonable 
given RZB’s financial and non-financial equity participations. 
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For the plausibility assessment of the contributed business, the planning calculations of principal participa-
tions were analyzed on the basis of their earnings situation and compared with peer group companies in 
the same sector. Due to the heterogeneous structure of RZB’s participations, a plausibility assessment of the 
valuation results based on a uniform price/book multiple is not meaningful and was therefore not carried 
out. 

8.5 Determination of the exchange ratio 

On 5 October 2016, the Management Boards of RZB and RBI specified a preliminary exchange ratio 
which results in an ownership share ranging from 64.3% to 65.4% for RZB’s shareholders on the basis of 
the established business values. RBI’s previous shareholders (excluding RZB) will thus hold 34.6 % to 
35.7 % of RBI’s shares after the Merger. 

On 14 December 2016 the respective auditors provided the RZB and RBI Management Boards with the 
updated results. A comparison of these expert reports resulted in an overlapping range from 64.9 to 
65.3% for RZB shareholders. 

Subsequently, the RZB and RBI Management Boards have discussed and debated the valuation results. 
Taking into consideration the expertise of the valuations provided, and also considering the other expert 
results contributed in previous meetings, the Management Boards agreed, as the outcome of the negotia-
tions, on the exchange ratio stipulated in the Merger Agreement. 

On this basis, each RZB shareholder will receive 31.55 RBI shares (rounded) for one share, of which 5.31 
shares (rounded) from the capital increase (total 35,960,583 new shares) and 26.24 shares (rounded) 
from the allocation of RZB’s existing equity participation in RBI (in total 177,847,115 shares). 
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8.6 Shareholdings before and after the Merger 

RZB RBI RBI (nach Verschmelzung) 

Gesellschafter 
Number of no-par-

value shares 
Percentage 

share 
RBI shares 

Look-through 

Percentage  
share  

(issued) 

Percentage 
share (out-

standing) 

Allocation of 
new shares 

for CB 
Number of 
shares R2 

Percentage 
shares  

(issued) 

Percentage 
shares (out-

standing 
Raiffeisenlandesbank NÖ-Wien AG, Wien 35,708 0.53% 937,111 0.32% 0.32% 189,483 1,126,594 0.34% 0.34%

Raiffeisenlandesbank Oberösterreich AG, Linz 3,743 0.06% 98,230 0.03% 0.03% 19,862 118,092 0.04% 0.04%

Raiffeisenlandesbank Steiermark AG, Graz 33,911 0.50% 889,951 0.30% 0.30% 179,948 1,069,899 0.33% 0.33%

Raiffeisen-Landesbank Tirol AG, Innsbruck 1,106 0.02% 29,026 0.01% 0.01% 5,869 34,895 0.01% 0.01%

Unternehmensbeteiligungs Gesellschaft mit beschränkter Haftung, Wien (immigon) 314,482 4.64% 8,253,177 2.82% 2.82% 1,668,788 9,921,965 3.02% 3.02%

Raiffeisenlandesbank Burgenland, reg. Gen.m.b.H., Eisenstadt 14,150 0.21% 371,349 0.13% 0.13% 75,086 446,435 0.14% 0.14%

Raiffeisenlandesbank Vorarlberg, reg.Gen.m.b.H., Bregenz 303,922 4.48% 7,976,043 2.72% 2.73% 1,612,751 9,588,794 2.92% 2.92%

Raiffeisenlandesbank Kärnten, reg.Gen.m.b.H., Klagenfurt 14,375 0.21% 377,253 0.13% 0.13% 76,280 453,533 0.14% 0.14%

UNIQA Finanzbeteiligung GmbH, Wien 161,133 2.38% 4,228,729 1.44% 1.45% 855,047 5,083,776 1.55% 1.55% 

RWA Raiffeisen Ware Austria Aktiengesellschaft, Wien 162,444 2.40% 4,263,135 1.46% 1.46% 862,003 5,125,137 1.56% 1.56%

Raiffeisenverband Salzburg, reg.Gen.m.b.H., Salzburg 10 0.00% 262 0.00% 0.00% 53 315 0.00% 0.00%

RLB Unternehmensbeteiligungs GmbH, Klagenfurt 354,100 5.23% 9,292,900 3.17% 3.18% 1,879,019 11,171,919 3.40% 3.40%

HSE Beteiligungs GmbH, Graz 38,643 0.57% 1,014,136 0.35% 0.35% 205,058 1,219,194 0.37% 0.37%

Posojilnica Bank eGen, Klagenfurt 2,404 0.04% 63,090 0.02% 0.02% 12,757 75,847 0.02% 0.02%

RLB NÖ - Wien Sektorbeteiligungs GmbH, Wien 2,318,822 34.22% 60,854,510 20.77% 20.81% 12,304,747 73,159,257 22.24% 22.28% 

RLB OÖ Sektorholding GmbH, Linz 980,805 14.47% 25,739,970 8.79% 8.80% 5,204,607 30,944,577 9.41% 9.42%

UNIQA Österreich Versicherungen AG, Wien 10,392 0.15% 272,725 0.09% 0.09% 55,145 327,870 0.10% 0.10% 

RLB OÖ Unternehmensbeteiligungs GmbH, Linz 7,353 0.11% 192,970 0.07% 0.07% 39,018 231,988 0.07% 0.07%

Agroconsult Austria Gesellschaft m.b.H., Salzburg 379,447 5.60% 9,958,100 3.40% 3.40% 2,013,522 11,971,622 3.64% 3.65%

KONKRETA Beteiligungsverwaltungs GmbH, Graz 965,311 14.24% 25,333,350 8.65% 8.66% 5,122,389 30,455,738 9.26% 9.27%

RLB Burgenland Sektorbeteiligungs GmbH, Eisenstadt 293,254 4.33% 7,696,075 2.63% 2.63% 1,556,142 9,252,217 2.81% 2.82%

RLB Tirol Holding Verwaltungs GmbH, Innsbruck 381,235 5.63% 10,005,024 3.41% 3.42% 2,023,010 12,028,034 3.66% 3.66%

RBI shares RZB shareholders 6,776,750 100.00% 177,847,115 60.70% 60.81% 35,960,583 213,807,698 65.00% 65.10% 

Treasury Shares RBI 509,977 0.17% 509,977 0.16% 

Free float 114,621,946 39.12% 39.19% 114,621,946 34.85% 34,90% 

Total RBI shares incl. free float 6,776,750 292,979,038 100.00% 100.00% 35,960,583 328,939,621 100.00% 100,00% 
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9 Fairness opinion 

The RZB and RBI Management Boards engaged two investment banks, Deutsche Bank AG, Frank-
furt/Main ("Deutsche Bank"), and UBS Europe SE, also Frankfurt/Main ("UBS"), to each issue a fairness 
opinion regarding the fairness of the exchange ratio. Deutsche Bank acted on behalf of the RZB Man-
agement Board; UBS acted on behalf of the RBI Management Board.  

Deutsche Bank issued a fairness opinion to the RZB Management Board on 14 December 2016. UBS is-
sued a fairness opinion to the RBI Management Board on 14 December 2016. 

RBI also engaged Citigroup Global Markets Limited to prepare a fairness opinion in respect of the ex-
change ratio, which is to be issued to the Supervisory Board for its sole benefit. 

IX. FINAL ASSESSMENT

The RZB Management Board and the RBI Management Board have reviewed the Merger and estab-
lished that (1) the Merger complies with the law, (2) the exchange ratio is fair and (3) the Merger is suita-
ble for achieving its stated purposes.
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Vienna, on 14 December 2016 

Management Board of Raiffeisen Zentralbank Österreich Aktiengesellschaft: 

__________________________________ __________________________________

Michael Höllerer, born 14.03.1978 Johannes Schuster, born 07.05.1970 

Management Board of Raiffeisen Bank International AG: 

__________________________________ __________________________________

Karl Sevelda, born 31.01.1950 
Chairman 

Johann Strobl, born 18.09.1959 
Deputy Chairman 

__________________________________ __________________________________

Klemens Breuer, born 16.12.1967 Martin Grüll, born 25.10.1959 

__________________________________ __________________________________

Andreas Gschwenter, born 16.01.1969 Peter Lennkh, born 10.06.1963 

__________________________________ 

Walter Rothensteiner, born 07.03.1953 
Chairman 



 

 






