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BUSINESS DEVELOPMENT 
OF THE KOMMUNALKREDIT GROUP – INTERIM 
MANAGEMENT REPORT 
 
 
As already discussed in detail in the 2008 Annual Report (www.kommunalkredit.at / 
Publications), the first half of 2009 was a period of profound restructuring for the 
Kommunalkredit Group. Within the framework of a restructuring programme disclosed earlier, 
the operations of the bank are to be split up into “Kommunalkredit New” and a “special-purpose 
company”. This approach minimises the input of public-sector resources, while optimising the 
creation of added value. Implementation of the plan is continuing on schedule. An application for 
the required approval has been submitted to the European Commission and is being processed. 
Subject to EU approval, Kommunalkredit hopes to conclude the restructuring process by the end 
of the year. 
 
The purpose of restructuring is to refocus the bank’s strategic concentration on its municipal and 
infrastructure-related project business, the core business of Kommunalkredit. Initiatives taken 
along these lines have been launched successfully and are being very well received by the 
market. 
 
At the same time, the recovery of the markets since the beginning of the second quarter 
provided a favourable environment for risk-mitigating measures, above all in the CDS portfolio 
(credit default swaps). The market recovery is reflected in the positive IFRS mid-year result of 
the Kommunalkredit Group, amounting to EUR 224.6 million. The solo financial statements 
according to the new Austrian Commercial Code, after guarantee fees of EUR 94.8 million, show 
a negative result of EUR 115.9 million, which is essentially due to the fact that CDS market 
developments are not taken into consideration under Austrian accounting rules. 
 
 
Development of Business 
 
Securing of liquidity, transparent accounting, stable capitalisation 
 
Liquidity has been stabilised and the need for maturity transformation has been significantly 
reduced compared with the situation at the end of 2008. This development is based on a number 
of factors: state-guaranteed bond issues (volume: EUR 6.5 billion), the growth of institutional 
customer deposit business, and the establishment of unsecured commercial paper programmes. 
The recovery of the markets for credit default swaps also contributed to this positive trend. 
Compared with 31 December 2008, liquidity of over EUR 300 million has been freed up through 
the reduction of collateral requirements. Based on these funding possibilities, the support 
received from the ELA programme of the ECB/OeNB was repaid fully and on schedule in March 
2009. 
 
 
Risk situation 
Overall, the risk situation is stable. Thanks to the prevalence of sovereign issuers and quasi-
sovereign risks, negative rating migration in the portfolio has been insignificant to date. The non-
investment-grade segment accounts for no more than 2.5% of the total portfolio. 
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The rating structure of the total exposure is as follows:  
 

 30-06-2009 31-12-2008 31-12-2007 
AAA/AA 57 % 57 % 62 % 
A 28 % 28 % 29 % 
BBB 13 % 13 % 9 % 

 
Within the framework of active risk reduction efforts targeted at the CDS portfolio, 
running down the sub-portfolio of emerging market CDS and hedging against the credit 
risk of countries with a low credit rating were among the essential steps taken. Thus, the 
CDS sell portfolio was reduced by about EUR 1 billion. 
 
Capitalisation 
A surety by the Republic of Austria, enabling the bank to draw up its annual accounts as of 31 
December 2008 and ensuring adequate capitalisation for Kommunalkredit, was issued as 
planned on 24 April 2009 for a term ending on 30 September 2009. It covers a maximum 
amount of EUR 1,207.9 million. Drawings by 30 June 2009 totalled EUR 1,065.0 million. The 
existing surety will remain in place within the framework of the restructuring process through a 
debtor warrant bond model for the “special-purpose company”. An extension of the current 
maturity of 30 September 2009 until completion of the restructuring process is being planned as 
an essential step towards the achievement of the restructuring goal. A 10% guarantee fee is 
payable to the Republic of Austria for the surety provided. By 30 June 2009, fees of EUR 94.8 
million were paid to the Republic of Austria for both the surety and the guarantees assumed for 
bond issues. The eligibility of the participation capital of EUR 372.5 million converted by the 
former shareholders as of 5 January 2009 was another essential factor in Kommunalkredit’s 
capitalisation in the first half of 2009. 
 
 
 
Assets, Financial Situation and Earnings 
 
IFRS (key figures on pages 6 - 9) 
 
As of 30 June 2009, the consolidated after-tax results according to IFRS show a profit of 
EUR 224.6 million, which is due to the following factors: 
 

• a positive result before guarantee fees and valuation allowances of EUR 25.1 million 
• a positive valuation result from the CDS portfolio of EUR 343.4 million 
• guarantee fees of EUR 94.8 million paid for state guarantees 

 
Whereas CDS market values took a decidedly negative development in January and February, 
dropping by as much as EUR 370 million compared with 31 December 2008, the market 
recovery beginning in March led to a turnaround. With valuations improved by EUR 713.4 million 
since March, the valuation result from the CDS portfolio was positive at EUR 343.4 million as of 
30 June 2009, compared with a negative result of EUR 1.1 billion for the business year 2008. 
This reflects the high market volatility of this segment, a development which cannot be excluded 
for the future either. Guarantee fees payable for the surety as well as the guarantees for issues 
assumed by the Republic of Austria amounted to a total of EUR 94.8 million.  
 
As of 30 June 2009, the total assets of the Kommunalkredit Group according to IFRS stood at 
EUR 33.5 billion, compared with EUR 37.5 billion as of 31 December 2008, i.e. down by 10.5% 
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from the year-end value of the business year 2008. The decline is due, above all, to the 
reduction of loans and advances to banks and financial investments (altogether –19% or EUR 3 
billion), mainly within the framework of risk management measures. 
 
On a consolidated basis, the Kommunalkredit Group closes the period as of 30 June 2009 with 
equity according to IFRS standing at minus EUR 490 million. The consolidated results comprise 
Kommunalkredit International Bank (KIB) in Cyprus, which reports negative equity of EUR 493 
million on its solo financial statement. KIB is not carrying out any new banking transactions, and 
the merger with Kommunalkredit Austria AG is being implemented on schedule in agreement 
with the regulatory authorities concerned. 
 
Including the surety of EUR 1,207.9 million provided by the Republic of Austria (of which EUR 
1,065.0 million drawn as of 30 June 2009), the regulatory own funds of the Kommunalkredit 
Group amount to EUR 1,035.5 million. This results in a total capital ratio of 12.4% and a tier-1 
capital ratio of 8.3%, with a core capital of EUR 694.7 million. 
 
 
New Austrian Commercial Code (key figures on page 10) 
 
The solo financial statements of Kommunalkredit Austria AG based on Austrian accounting 
rules, after guarantee fees of EUR 94.8 million and after valuation/risk results, show a negative 
result of EUR 115.9 million. The difference against the IFRS result is primarily due to valuations 
of CDS portfolios, which are not recognised under the Austrian Commercial Code. Under 
Austrian accounting rules, the solo financial statements are decisive for coupon payments on 
profit-dependent capital market instruments. Given the fact that a positive result is not to be 
expected for the full year 2009, distributions on profit-dependent capital instruments for this 
business year will presumably not be made in 2010. Guarantee fees, which are not profit-
dependent, are paid to the Republic of Austria for sureties and issue guarantees for the benefit 
of Kommunalkredit Austria AG. The ultimate impact of the split-up of Kommunalkredit on coupon 
payments on the profit-dependent capital instruments of Kommunalkredit Austria AG is an open 
issue. 
 
New customer business: 
 
In accordance with the strategy defined within the framework of restructuring, Kommunalkredit is 
intensifying its focus on municipal and infrastructure-related project business, drawing on its 
existing know-how and its structuring expertise. To date, the volume of new business contracted 
in 2009 amounts to EUR 400 million. Most of the transactions made concerned infrastructure 
projects in the fields of health care, energy and transport. At the same time, the bank’s 
infrastructure consulting unit has been successfully expanding its operations. Consultancy 
services provided for local authorities and municipalities aimed at securing the current level of 
interest rates, now at an all-time low, also represent an important business segment. 
 
Outlook: 
 
Provided market conditions remain stable, the Group expects to close the full year 2009 with a 
positive consolidated IFRS result. The solo results according to the new Austrian Commercial 
Code will be negative also for the full year. Overall, guarantee fees of EUR 180 million will be 
payable for state guarantees. 
 
Municipal and infrastructure-related project business – the core business of „Kommunalkredit 
New“ – is expected to take a positive development in the second half of the year as well. Given 

4



 
 
current budget developments, this sector is continuously gaining in importance. The volume of 
new business to be generated from transactions currently in the pipeline is expected at least to 
match that of the first six months. Thus, Kommunalkredit is well positioned in its core field of 
business. 
 
Statement by the Management of the Company on the Mid-Year Financial Report 
 
We herewith confirm to the best of our knowledge that the abridged Consolidated Interim 
Financial Statements, drawn up in accordance with the relevant accounting standards, reflect a 
true and fair view of the assets, the financial situation and the earnings of the Group, and that 
the Interim Management Report of the Group reflects a true and fair view of the assets, the 
financial situation and the earnings of the Group in respect of the significant events during the 
first six months of the business year and their impact on the abridged Consolidated Interim 
Financial Statements, as well as in respect of the material risks and uncertainties during the 
remaining six months of the business year.  
 
The interim financial statements have not been audited and/or reviewed by the external 
auditors of the bank. In the course of the split-up referred to above, the solo financial statements 
drawn up according to the new Austrian Commercial Code will be audited. No material changes 
of the figures disclosed in accordance with Austrian accounting rules are to be expected. 
 
Vienna, 27 August 2009 
 
The Executive Board of Kommunalkredit Austria AG 
 

 
 
Alois Steinbichler      Andreas Fleischmann 
Chairman of the Executive Board    Member of the Executive Board 
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IFRS Consolidated Income Statement 
of the Kommunalkredit Group 
 
 
in EUR 1,000 01-01-2009 to 

30-06-2009 
01-01-2008 to 
 30-06-2008 

Restatement1

01-01-2008 to  
30-06-2008 

before 
Restatement 

Net interest income 40,390.0 61,647.5 61,117.9
Net credit risk provisions 2,509.7 254.1 254.1
Net fee and commission income 7,733.8 10,174.9 9,243.3
Trading result 3,184.2 192.3 192.3
Net income from investments 292,464.7 -197,562.0 -6,351.5
   therefrom CDS 343,393.7 -163,620.1 23,111.9
Guarantee fees to the Rep. of Austria -94,823.8 0.0 0.0
General administrative expenses -26,203.1 -21,377.2 -21,377.2
Other operating results 181.6 249.0 249.0
Pre-tax half-year results  225,437.0 -146,421.4 43,327.9
Taxes on income -709.1 -6,350.8 -6,019.0
After-tax half-year results 224,727.9 -152,772.2 37,309.0
Distributions on participation capital 0.0 -5,404.7 -5,404.7
Minority interests -85.8 -18.3 -18.3
Group results 224,642.2 -158,195.1 31,886.1
 
 
1   Due to the change in accounting method for credit default swaps as of 31 December 2009, a restatement of the 

previous year’s figure was necessary. As of now, credit default swaps, regardless of the underlying contract, are no 
longer recognised as financial guarantees, but reclassified as financial derivatives and carried through profit or loss 
on a mark-to-market basis. 

 
 

Earnings per share 
 
 
 01.01.-

30.06.2009 
01.01.-30.06.2008 

Restatement1
01.01.-30.06.2008 
vor Restatement 

Group result in EUR 224,642,178.6 -158,195,087.9 31,886,052.4
Average number of no-par-value shares 
issued 307,500 307,500 307,500
Earnings per share in EUR 730.54 -514.46 103.69
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IFRS Consolidated Balance Sheet 
of the Kommunalkredit Group 
(as of 30-06-2009) 
 
 
Assets in EUR 1,000 30-06-2009 31-12-2008 
Cash and balances with central banks 431,264.1 171,113.6
Loans and advances to banks 5,960,433.2 8,537,763.8
Loans and advances to customers 17,324,393.4 18,157,517.5
Risk provisions -70,193.8 -53,399.0
Trading assets 34,121.6 16,419.7
Financial investments 6,729,353.7 7,164,444.9
Property and equipment 38,890.6 39,765.4
Other assets 3,087,760.1 3,423,021.3
Total assets 33,536,022.8 37,456,647.1
 
 
Liabilities in EUR 1,000 30-06-2009 31-12-2008 
Amounts owed to banks 9,997,175.5 14,509,895.4
Amounts owed to customers 1,328,534.8 1,001,719.1
Securitised liabilities 18,112,099.7 16,686,585.3
Trading liabilities 13,902.8 14,903.3
Provisions 13,852.2 18,496.9
Other liabilities 4,074,210.8 5,887,401.6
Subordinated capital 486,361.0 499,118.7
Equity -490,114.0 -1,161,473.1

thereof participation capital 572,500.0 200,000.0
thereof minorities 157.6 111.3

Total liabilities and equity 33,536,022.8 37,456,647.1
 
 

Contingent Liabilities and  
Other Off-Balance-Sheet Obligations 
 
 
in EUR 1,000 30-06-2009 31-12-2008 

Restatement 
Contingent liabilities  
     Sureties and guarantees 305,662.2 323,425.6
Other Liabilities  
     Credit lines and commitments 670,048.0 1,121,864.8
 
 
Regulatory Own Funds according to the new Austrian 
Commercial Code 
 
 30-06-2009 31-12-2008 
Risk-weighted assets (in EUR 1,000) credit risk 8,142,183.5 9,000,999.1
Own funds (in EUR 1,000) 1,035,518.7 784,313.5
Total capital ratio 12.4 % 8.5 %
Core capital (in EUR 1,000) 694,745.6 454,812.8
Core capital ratio 8.3 % 5.0 %
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 Statement of Changes in Equity 
 
in EUR 1,000 Subscribed 

capital 
Participation 

capital 
Capital 
reserve 

Retained 
earnings 

Currency 
translation 

reserve  
acc.to IAS 

39 

Profit for the 
year 

Equity excl. 
minority 
interest 

Minority 
interest 

Equity 

As of 01-01-2008 18,530.9 207,714.6 178,104.9 195,416.3 -55,415.5 -44,921.3 499,429.9 107.9 499,537.9 
Capital increase 3,815.2 0.0 162,949.5 0.0 0.0 0.0 166,764.7 0.0 166,764.7 
Dividend 0.0 -10,860.0 0.0  0.0 -6,111.5 -16,971.5 -40.9 -17,012.4 
Allocation to retained 
earnings 0.0 0.0 0.0 -51,032.8 0.0 51,032.8 0.0 0.0 0.0 
After-tax profit for the year 0.0 5,404.7 0.0  0.0 -158,195.1 -152,790.4 18.3 -152,772.2 
Currency conversion* 0.0 0.0 0.0 0.0 5,159.0 0.0 5,159.0 0.0 5,159.0 
Changes of AFS reserve 0.0 0.0 0.0 0.0 -108,056.8 0.0 -108,056.8 0.0 -108,056.8 
Changes of hedging 
reserve 0.0 0.0 0.0 0.0 65.1 0.0 65.1 0.0 65.1 
Other changes**  0.0 0.0 -1,250.7 -466.6 0.0 0.0 -1,717.4 0.0 -1,717.4 
As of 30-06-2008 22,346.0 202,259.3 339,803.7 143,916.9 -158,248.2 -158,195.1 391,882.6 85.3 391,967.9 
 
in EUR 1,000 Subscribed 

capital 
Participation 

capital 
Capital 
reserve 

Retained 
earnings 

Currency 
translation 

reserve  
as per IAS 

39 

Profit for the 
year 

Equity excl. 
minority 
interest 

Minority 
interest 

Equity 

Stand 01.01.2009 22,346.0 200,000.0 339,803.7 144,380.1 -413,476.6 -1,454,637.7 -1,161,584.4 111.3 -1,161,473.1 
Capital increase 0.0 372,500.0 0.0 0.0 0.0 0.0 372,500.0 0.0 372,500.0 
Dividend 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -39.5 -39.5 
Allocation to retained 
earnings 0.0 0.0 0.0 -1,454,637.7 0.0 1,454,637.7 0.0 0.0 0.0 
After-tax profit for the year 0.0 0.0 0.0 0.0 0.0 224,642.2 224,642.2 85.8 224,727.9 
Changes of AFS reserve 0.0 0.0 0.0 0.0 76,964.5 0.0 76,964.5 0.0 76,964.5 
Other changes**  0.0 0.0 -2,793.8 0.0 0.0 0.0 -2,793.8 0.0 -2,793.8 
As of 30-06-2009 22,346.0 572,500.0 337,009.9 -1,310,257.6 -336,512.1 224,642.2 -490,271.6 157.6 -490,114.0 
 
* Currency conversion results from at-equity consolidation. **The other changes represent incremental costs of the capital increase. 
 
 
in EUR 1,000 As of 

30-06-2009 
As of 

30-06-2008 
Currency translation reserve 0.0 9,848.0 
Available-for-sale reserve -336,512.1 -168,095.9 
Hedging reserve 0.0 0.0 
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Cash-Flow Statement 
 
 
in EUR 1,000 01-01-2009 to 

30-06-2009 
01-01-2008 to  

30-06-2008 
Cash holdings at the end of the previous period 171,113.6 28,152.5
Cash flow from operating activities -230,995.5 -294,757.4
Cash flow from investing activities 131,403.6 147,763.8
Cash flow from financing activities 359,742.4 136,438.9
Cash holdings at the end of the period 431,264.1 17,597.8
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Key Financial Figures from the Annual Financial Statements 
of Kommunalkredit according to the new Austrian 
Commercial Code 
 
 
Income Statement 
 
in EUR 1,000 01-01-2009 to 

 30-06-009 
01-01-2008 to 
 30-06-2008 

Net interest income 30,582.5 39,147.3
Net fee and commission income 7,492.0 4,401.9
Guarantee fees to the Rep. of Austria -94,823.8 0.0
General administrative expenses 
 incl. Restructuring expenses -18,246.5 -13,499.4
Valuation result -36,631.0 -6,817.5
Result of the Period -115,903.3 28,431.5
 
 
Balance Sheet 
 
in EUR 1,000 30-06-2009 31-12-2008 
Total assets 30,559,327.9 29,887,688.5
  
Assets  
Loans and advances to customers 12,046,136.4 12,219,701.5
Bonds and other fixed-interest securities 6,343,836.3 5,764,946.6
  
Liabilities  
Amounts owed to banks 8,922,724.7 11,121,350.3
Amounts owed to customers 1,306,976.0 985,207.6
Securitised liabilities 18,736,917.1 16,148,155.2
  
Own funds  
Participation capital 572,500.0 200,000.0
Equity 31,697.2 147,600.5
 
 
Regulatory Own Funds according to the new Austrian Commercial Code 
 
in EUR 1,000 30-06-2009 31-12-2008 
Risk-weighted assets credit risk 6,932,173.6 6,815,632.7
Own funds 959,609.4 669,231.0
Total capital ratio 13.7 % 9.7 %
Core capital 587,751.1 334,441.4
Core capital ratio 8.4 % 4.9 %
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