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KommuneKredit is an association with the objective to provide fun-
ding and leases to Danish municipalities, regions and companies/
institutions against full municipal guarantee. KommuneKredit ope-
rates under a special act and is under supervision by the Ministry of 
Social Welfare.

KommuneKredit’s mission is to provide the financing and related 
services required by Danish local governments and thereby contri-
bute to greater financial latitude in the Danish society.

KommuneKredit’s vision is:
• to be the leading provider of financing to local governments
•  to be acknowledged as a professional and trustworthy advisor 

and partner
•  to be an attractive, development-oriented enterprise committed 

to effective processes and high quality achieved by dedicated and 
highly qualified employees.

KommuneKredit’s members are municipalities and regions that 
have raised loans in KommuneKredit or have guaranteed or are lia-
ble for loans raised in KommuneKredit. The members are jointly and 
severally liable for KommuneKredit’s liabilities. All municipalities 
and all regions are members of KommuneKredit.

The general management of KommuneKredit is executed by a 
Board of Directors. The Board of Directors has ten members, of 
which eight are appointed by the municipalities and two are ap-
pointed by the regions. The day-to-day management is executed by 
a Management consisting of two managing directors.

KommuneKredit’s lending is funded by the issue of bonds in the Da-
nish bond market or by loans raised in international capital markets.

KommuneKredit is rated by Moody’s Investors Service and Standard 
& Poor’s. KommuneKredit’s long-term rating is Aaa/AAA and the 
short-term rating is P-1/A-1+ which is the same rating as that of the 
Kingdom of Denmark.

KommuneKredit has established Kommune Leasing A/S as a wholly-
owned subsidiary.

KommuneKredit is a modern service organisation based on com-
mitted employees and modern technology. The core values of Kom-
muneKredit are:

• The customer in focus
• Job satisfaction and welfare
• Quality in work
• Openness and positive working relationship
• Delegation and responsibility

KommuneKredit in brief
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Board of Directors
Kaj Petersen, Mayor, Guldborgsund, Chairman
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The Group consists of KommuneKredit and its 100 percent owned subsidiary, Kommune Leasing A/S.

Financial summary

Balance sheet and equity, development 1998-2008Lending by category 1998-2008
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Balance sheet total in DKK billion Equity in DKK billion

(DKK m) 2008 2007 2006 2005 2004
IFRS IFRS IFRS   Previous accounting policies  

Lending, nominal values
Bond loans 8,174 5,569 4,687 5,777 3,267
Tailor-made loans, etc. 32,280 22,205 16,993 15,426 12,486
Total gross lending 40,454 27,774 21,680 21,203 15,753
Conversions/refinancings 18,464 12,067 8,224 7,401 2,139
Total net lending 21,990 15,707 13,456 13,802 13,614

Leasing
Gross lending 738 838 876 595 631
Instalments and repayments 732 759 708 607 561
Total net lending 6 79 168 -12 70

Key figures
Net interest income 378 274 213 218 193
Staff costs and administrative expenses 71 59 66 58 58
Value adjustment of securities, etc. 39 -2 7 -27 -6
Profit before tax 338 209 150 122 130
Tax on the profit for the year 84 24 41 6 40
Profit for the year 254 185 109 116 90

Lending 105,213 90,703 86,159 80,408 75,178
Funding 117,254 105,403 92,167 83,348 77,053
Equity 4,183 3,929 3,738 3,637 3,505
Total assets 128,788 117,772 102,758 93,409 82,687
Number of full-time employees 50 44 45 46 45
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KommuneKredit’s mission confirmed
The financial crisis has clearly demonstrated the im-
portance of KommuneKredit’s mission to provide the 
financing required by Danish local governments and 
to contribute to greater financial latitude in the Dan-
ish society. The banking sector has had difficulties 
providing financing, however, KommuneKredit has 
been able to continue its financing of local govern-
ments on favourable terms. Accordingly, it has been 
confirmed that local governments need to have their 
own financial institution that grant loans guaran-
teed directly by local governments through joint and 
several liability.

The current crisis has also shown the strength of 
KommuneKredit’s very conservative business model 
with low risk. 

In 2008, KommuneKredit reduced or suspended lines 
with financial counterparties, and the number of 
 collateral agreements has been increased. Also, Kom-
muneKredit has not suffered any losses from the 
 default of Lehman Brothers.

The gloomy outlook for the financial markets sharp-
ened the interest in investments in highly creditwor-
thy securities. KommuneKredit therefore benefited 
from very attractive prices for funding, particularly 
for short-term funding.

The adoption of rescue packages for the financial 
sector in many western countries in October 2008, 
however, significantly changed the funding situation 
for central government guaranteed issuers. The sub-
stantial increase in central government guaranteed 
securities offered by the banking sector increased 
the costs of long-term funding for all issuers – and 
consequently also for KommuneKredit. Kom-
muneKredit believes that this has not shifted the 
competitive situation, but has resulted in relatively 
more expensive long-term loans for local govern-
ments. As the general interest rate level is, however, 
decreasing, the effect of the higher spreads on 
funding on the total financing costs of local gov-
ernments will probably not be  significant.

KommuneKredit’s gross lending increased to DKK 
40.5 billion in 2008 against DKK 27.8 billion in 2007, 
which is the highest gross lending in the history of 

KommuneKredit. The increase is among other things 
attributable to conversion of loans as a result of the 
local government reform as many merged munici-
palities have wanted to convert their loans to 
smaller, more manageable loan portfolios. Moreover, 
some municipalities have wanted to extend the 
term of their loans in order to boost liquidity. Net 
lending increased to DKK 22.0 billion against DKK 
15.7 billion last year, which is particularly attributable 
to increased lending to the utility sector against 
local government guarantee.

In 2008, KommuneKredit’s wholly-owned subsidiary 
– Kommune Leasing A/S – saw an increasing inflow 
of new lease assets of DKK 0.7 billion. At year end 
2008, Kommune Leasing had outstanding leases of 
DKK 2.8 billion, which is unchanged compared to 
2007.

The Group’s profit before tax for 2008 was DKK 338 
million against DKK 209 million for 2007. The in-
crease is attributable to positive value adjustments 
of securities and financial instruments, increasing in-
terest rate level and the favourable funding situation 
prevailing until the adoption of the rescue packages 
in October 2008.

Lending
The financial crisis has affected the market for lend-
ing to local governments as banks became less will-
ing to grant loans to local governments due to the 
turbulent money markets and the heavy demand for 
liquidity. As a result of the favourable funding situa-
tion - particularly in respect of short-term securities - 
KommuneKredit was able to decrease its prices for 
floating-rate loans and further strengthen its market 
position.

Gross lending to municipalities amounted to DKK 
19.1 billion corresponding to 47 percent of total lend-
ing. Lending to regions amounted to DKK 13.4 billion 
or 33 percent, which is an increase compared to 2007 
when the share was 24 percent. The increase is at-
tributable to the large number of loan conversions in 
2008. Lending to municipality-guaranteed enter-
prises and institutions amounted to DKK 7.9 billion 
or 19 percent of total lending. This is an increase of 
DKK 5 billion compared to 2007, which is due to in-
creased lending to the water sector.
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As a result of the financial crisis, KommuneKredit 
has not made any benchmark issues in 2008, but 
has engaged in other types of funding in the capital 
markets.

Issues of short-term securities, CP notes, increased to 
DKK 13.1 billion in 2008 against DKK 12.3 billion in 
2007. The programme has proved very effective to 
cover the short-term funding needs during the fi-
nancial crisis.

Issues on OMX Nordic Exchange Copenhagen A/S in-
creased to DKK 21.2 billion in 2008 against DKK 20.1 
billion in 2007. Issues of bonds that finance adjusta-
ble-rate loans etc. amounted to DKK 11.9 billion in 
2008 against DKK 10.9 billion in 2007. Structured 
bonds of DKK 3.4 billion were issued in 2008 against 
DKK 6.3 billion in 2007.

International issues of long-term MTN notes 
amounted to DKK 9.9 billion against DKK 12.2 billion 
in 2007. During 2008, short-term MTNs of DKK 3.6 
billion were issued compared to DKK 0.9 billion in 
2007. At year end 2008, total outstanding MTNs 
amounted to DKK 51.2 billion against DKK 40.6 bil-
lion at year end 2007.

Tailor-made loans

Bond loans

20%

80%

Gross lending for the year by category 2008

New lending by borrower 2008Tailor-made loans accounted for 80 percent and 
bond loans for 20 percent of total lending. Most 
bond loans have been raised to finance municipal 
housing for elderly where total lending amounted to 
DKK 2.3 billion in 2008. The loans comprised 60 per-
cent floating-rate loans and 40 percent fixed-rate 
loans, which reflects the risk diversification that is an 
important element in the borrowing policy of many 
borrowers. Local governments also use a substantial 
amount of swaps for the conversion of loans in 
 accordance with the expected interest rate develop-
ment and the required risk profile.

Loans in foreign currency amounted to DKK 1.6 bil-
lion, corresponding to 4 percent of total lending. The 
loans comprised 1 billion DKK in CHF and 0.6 billion 
DKK in EUR.

Funding
KommuneKredit’s funding is raised in part by the 
issue of bonds on OMX Nordic Exchange Copenha-
gen A/S and in part by the issue of securities inter-
nationally. KommuneKredit carefully diversifies its 
funding on various markets and products in order to 
minimise its dependence on specific markets and 
products. Traditional bond loans and rate-adjustable 
loans are funded by the issue of matching bonds. 
However, tailor-made loans are not tied to specific 
types of funding. Accordingly, 24 percent was raised 
in the Danish market and 58 percent in European 
markets. The remaining 18 percent was mainly raised 
in Asian markets, the Japanese market being the 
 dominant market with 14 percent.

In 2008, total funding rose to DKK 53.6 billion 
against DKK 47.8 billion in 2007. This is attributable 
to increased funding needs as a result of the record-
high lending activities.

According to rules stipulated by the Danish Ministry 
of Social Welfare, KommuneKredit has been author-
ised to raise loans of up to 25 percent of the loan 
portfolio without immediate relending. This is also 
called mismatch. The option to generate increased li-
quidity has been very useful during the financial cri-
sis where money markets ceased to work properly. At 
year end 2008, loans had been raised under the mis-
match authorisation in the amount of DKK 10.3 bil-
lion against DKK 15.5 billion at year end 2007.

Management’s  Review  >  KommuneKredit
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In addition, KommuneKredit has raised private place-
ments (loans with separate loan documentation) in 
the amount of DKK 0.7 billion.

Income statement
The Group’s profit before tax was DKK 338 million 
against DKK 209 million in 2007. 

Net interest income increased from DKK 274 million 
in 2007 to DKK 378 million in 2008, due to increasing 
interest income from the portfolio of bonds because 
of the on average rising interest rate level and the fa-
vourable funding situation in the main part of 2008.

Value adjustments of securities and financial instru-
ments showed a total capital gain of DKK 39 million, 
which is attributable to increases in bond prices in 
November and December.

Administrative expenses increased from DKK 59 mil-
lion in 2007 to DKK 71 million in 2008. The main rea-
son for the increase is a rise in payroll costs as a re-
sult of the recruitment of new people as well as in-
creased IT development costs. 

The Group saw a profit after tax of DKK 254 million 
against DKK 185 million in 2007. As a result of a sub-

stantial negative value adjustment, it was expected 
that the interim report would show profit after tax 
of DKK 110-120 million.

Group assets and equity
At year end 2008, KommuneKredit’s total assets 
amounted to DKK 129 billion against DKK 118 billion 
at year end 2007. The Group’s total lending exceeded 
DKK 100 billion and amounted to DKK 105 billion.

The Group’s equity amounted to DKK 4.2 billion at 
year end 2008 compared to DKK 3.9 billion in 2007. 
Under the legal framework of KommuneKredit, eq-
uity must equal at least 1 percent of Kom-
muneKredit’s total liabilities, i.e. DKK 1.2 billion.

At year end 2008, equity amounted to 3.2 percent of 
the balance sheet total. Management assesses that 
this adequately supports the Group’s activity level.

At year-end 2008, the IASB (International Accounting 
Standards Board) adopted amendments to IFRS 
 (International Financial Reporting Standards). As a 
result, it is now possible to reclassify certain finan-
cial instruments. KommuneKredit has not made use 
of this option and therefore continues to use the fair 
value option as far as possible.

DKK

USD

EUR

CHF

NOK

Other

42%

35%

5%
2%4%

12%

Funding, additions during 2008

DKK
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EUR

JPY

CHF

Other 

49%

10%

8%
7%

11%

15%

Funding at year end 2008

Long-term funding by market (issues 2008)

IT

Vehicles
Medico-technical 
equipment
Office equipment

Technical equipment

Properties

Vessels

35%

21%

19%

10%

6%
5% 4%

Leasing by category, year end 2008

Europe

Denmark

Asia

Other 58%
24%

14%
4%
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Kommune Leasing A/S
Kommune Leasing’s primary activities comprise fi-
nance leases of operating equipment, including IT 
equipment, medico-technical equipment, technical 
equipment, vehicles and properties to municipalities, 
regions and local government-owned companies 
guaranteed in full by local governments.

Kommune Leasing realised a pre-tax profit for the 
year of DKK 21 million against a profit for 2007 of 
DKK 20 million. The year was affected by negative 
value adjustments of Kommune Leasing’s portfolio 
of bonds of DKK 1 million against positive value ad-
justments in 2007 of DKK 1 million, which reflects 
the conservative investment strategy. Total leases 
amounted to DKK 2.8 billion corresponding to 2007.

In 2008, Kommune Leasing’s activities were affected 
by increasing demand for car leases and a continued 
reluctance to enter into leasing arrangement relat-
ing to IT and medico-technical equipment. The reluc-
tance is due to the substantial investment in the IT 
area in connection with the local government reform 
and the increased access of the regions to obtain 
funding for medico-technical equipment. At year 
end 2008, Kommune Leasing had lease agreements 
with 93 of 98 municipalities and with all the regions.

Danish economy
The escalating global financial crisis and the interna-
tional economic slowdown have significantly af-
fected Danish economy. The economy was slowing 
down early in Denmark as a result of the very low 
rate of unemployment and the high capacity utilisa-
tion. However, in Denmark the slowdown took place 
from a more favourable starting point than in the 
rest of the other European countries because the 
balance of payments and public finances show sur-
pluses. It is to be expected that unemployment will 
increase, but it will continue to be considerably 
below the average EU level.

According to the Ministry of Finance, the fiscal policy 
will be eased in 2009, and public finances will stabi-
lise. The fiscal policy is to support the confidence in 
the fixed-exchange-rate policy vis-à-vis the euro and 
sustain the level of inflation in line with that of the 
other EU countries.

Municipal economy
The service expenditures budgeted by local govern-
ments for 2008 showed real growth of 1.2 percent 
corresponding to DKK 2.5 billion. The largest growth 
rate was recorded in the health area where the role 
of the municipalities was significantly extended in 
connection with the local government reform.

There was no upper limit for the capital investments 
of local governments in the agreement for 2008 be-
tween the National Association of Local Authorities 
and the central government. However, in the Finance 
and Appropriation Act, the central government intro-
duced individual setoff against the block grant pro-
vided that the gross capital expenditure of the mu-
nicipalities for 2008 exceeded the budgets taken as 
a whole. The possible sanctions meant that the ma-
jority of the municipalities revised their capital 
budget for 2008.

Governance and human resources
The KommuneKredit Group has 50 full-time emplo-
yees, and in proportion to the balance sheet total the 
Group has very low costs compared with other finan-
cial institutions. 

KommuneKredit’s organisation is characterised by 
rapid decision making and extensive delegation of 
competencies to the employees. 

As a result of the significant increase in Kommune-
Kredit’s balance sheet total and level of activities, 
Management has decided to increase the number of 
employees working on legal matters, risk manage-
ment and leasing, so that 55 full-time people are ex-
pected to be employed at year end 2009.
 
KommuneKredit gives high priority to developing 
the employees’ professional and personal qualifica-
tions to enable them to meet the demands of the 
outside world for product development and work 
processes. High priority is also given to in-house 
knowledge sharing and overlapping of job functions 
in order to maintain stability in operations.

Board of Directors and Management
There were no changes in the composition of the 
Board of Directors and Management in 2008.

Management’s  Review  >  KommuneKredit
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Economic indicators for 2008
Source: The Ministry of Finance

	 	 DK	 EU

Real growth as percentage of gross domestic product (GDP) 0.2 1.4
Balance of payments surplus as percentage of GDP 1.7	 -1.0
Percentage increase in consumer prices 3.6	 3.9
Government budget balance as percentage of GDP 3.0	 -1.6
Unemployment rate 1.7	 7.0

Municipal long-term debt and liquid assets
Source: Statistics Denmark (excluding debt regarding finance leases)

	 	Long-term	debt	 	Liquid	assets

	 	 	 Percentage	 	 Percentage
Year	 DKK	billion	 of	tax	base	 DKK	billion	 of	tax	base

2000	 52.3	 9.1	 15.1	 2.6
2002	 58.4	 9.4	 15.4	 2.5
2004	 64.4	 9.8	 22.1	 3.3
2006	 70.9	 10.2	 11.6	 1.7
2008	 89.3	 11.1	 27.8	 3.5
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KommuneKredits rating

	 	 Moody’s	Investors	Service	 Standard	&	Poor’s

Long-term rating Aaa AAA
Short-term rating P-1 A-1+
Outlook Stabil Stabil

    The number of Faroese members decreases as  
the loans are being repaid. New loans are not 
granted to Faroese municipalities.

Management’s  Review  >  KommuneKredit

Members of KommuneKredit

	 31.12.2008	 31.12.2007

Municipalities 98	 98
Regions 5	 5
Faroese municipalities 9	 9
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Strategy
KommuneKredit’s vision is:
•  to be the leading provider of funding to local gov-

ernments
•  to be acknowledged as a professional and trust-

worthy advisor and cooperative partner
•  to be an attractive, development-oriented enter-

prise committed to effective processes and high 
quality achieved by dedicated and highly qualified 
employees.

KommuneKredit’s strategies to achieve this vision are:
•  Tailor-made, high-level customer services and 

 solutions
•  Product development in financing and services 

 tailored to the needs of the customers
•  Funding policy that ensures the lowest pos sible 

costs for the customers in the long run
•  Investment policy that contributes to competitive 

prices and consolidation
•  Quality and high service level in administrative 

processes
• Tight and efficient cost management
•  Risk management in accordance with best practice
•  IT development that meets the needs of the cus-

tomers, stable operations and a high security level
•  Staff and management policy that enhances com-

petency development and result orientation and 
that attracts and retains staff

•  Management training that safeguards competen-
cies in human resources management and strate-
gic management.

Outlook for 2009
It is expected that in 2009 net lending to local gov-
ernments will be in line with 2008. The number of 
loan conversions due to the local government reform 
will decrease, which will result in a decrease in gross 
lending compared to 2008. The number of loans 
guaranteed by local governments particularly to the 
utility sector was extraordinarily high in 2008 and is 
therefore expected to fall in 2009.

KommuneKredit’s funding situation will be affected 
by the very large number of issues of central govern-
ment guaranteed bank papers, which results in in-
creased costs for long-term funding for all publicly 
guaranteed issuers. Owing to KommuneKredit’s very 
low marginals, the competitive situation between 

KommuneKredit and the banking sector is, however, 
expected to remain unchanged.

KommuneKredit has ample liquidity and easy access 
to the Danish and international capital markets and 
is therefore expected to be able to retain its position 
in 2009 as the leading supplier of funding to local 
governments.

Kommune Leasing expects continued growth in car 
leases. Other leasing activities will remain un-
changed. 

As a result of competitive prices and a well-devel-
oped internet-based administration system where 
the customers have access to a large number of leas-
ing data, Kommune Leasing expects to maintain its 
market position in 2009.

The KommuneKredit Group’s funding costs are ex-
pected to increase in 2009, and therefore a decrease 
is expected in the profit compared to 2008. Net in-
terest income is expected to be in the region of DKK 
310-330 million, and profit before tax and value ad-
justments are expected to be in the range of DKK 
230-250 million. The size of the value adjustment de-
pends on the development in the financial markets.

Corporate governance
KommuneKredit operates under the authority of  
Act No. 383 of 3 May 2006 on the Credit Institution 
for Local and Regional Authorities in Denmark (Lov 
om kreditforeningen af kommuner og regioner i 
Danmark).

KommuneKredit is managed by a Board of Directors 
and a Management. The Board of Directors consists of 
ten members of which eight members are appointed 
by the municipalities and two by the regions. The 
board seats are distributed between poli tical parties 
and electoral alliances in accordance with the method 
of proportional representation on the basis of the 
number of votes cast for a party or candidate at the 
latest municipal and regional elections.

The Board of Directors is responsible for the overall 
management of KommuneKredit and for the proper 
organisation of its operations. The Board of Directors 
is to prepare guidelines for KommuneKredit’s most 
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important activities in which the segregation of du-
ties between the Board of Directors and Manage-
ment is laid down. The Board of Directors outlines 
the rules for the control of financial risks and the use 
of financial instruments.

Management is responsible for the day-to-day man-
agement of KommuneKredit in accordance with the 
policy adopted by the Board of Directors and the di-
rections outlined by the Board of Directors. Manage-
ment consists of a chief executive officer and a man-
aging director. Management is responsible for imple-
menting the decisions made by the Board of Direc-
tors.

Management is responsible for presenting to the 
Board of Directors all significant changes to Kom-
muneKredit’s situation and Management’s position 
on important events of consequence for Kom-
muneKredit’s operations. Management is also re-
sponsible for directing to the Board of Directors any 
financial information and other disclosures that de-
scribe developments in KommuneKredit and that are 
necessary in order that the Board of Directors may 
comply with its overall managerial responsibility for 
KommuneKredit.

In 2008, the Danish Parliament passed a new Act on 
Approved Auditors and Audit Firms according to 
which KommuneKredit is to set up an audit commit-
tee that is to report to the Board of Directors. In 2008, 
the Board of Directors adopted the terms of reference 
of the audit committee which will be established 
after the approval of the 2008 annual report.

At ordinary board meetings, Management reports on 
the compliance with the guidelines set by the Board 
of Directors for the control of financial risks.

Management keeps the chairman of the board 
posted on significant matters regarding Kom-
muneKredit’s operations.

Within the framework of the guidelines set by the 
Board of Directors, Management is authorised to 
make all necessary decisions. Decisions regarding 
guidelines for lending, funding and derivative finan-
cial instruments require Management’s consensus 
of opinion.

KommuneKredit is under supervision by the Ministry 
of Social Welfare.

Risk management
KommuneKredit’s assets and liabilities are exposed 
to financial risks that may have an impact on the fi-
nancial statements. It is KommuneKredit’s overall 
policy to minimise financial risks and carefully iden-
tify, manage and control these risks.

It is KommuneKredit’s overall risk strategy to have a 
low risk appetite. Accordingly, KommuneKredit only 
accepts market risks that are deemed necessary for 
the accomplishment of KommuneKredit’s mission. 
The most important area in which KommuneKredit 
accepts market risks is the portfolio of securities that 
involves interest rate risks.

Moreover, KommuneKredit is subject to credit risks 
on its financial counterparties. These risks are man-
aged on the basis of guidelines adopted by the 
Board of Directors. KommuneKredit’s supervisory au-
thority, the Ministry of Social Welfare, may order that 
KommuneKredit should change the guidelines.

Management’s  Review  >  KommuneKredit
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The Board of Directors and Management have today 
discussed and approved the annual report of Kom-
muneKredit for 2008. The annual report has been 
prepared in accordance with International Financial 
Reporting Standards (IFRS) as adopted by the EU and 
additional Danish disclosure requirements for an-
nual reports of issuers of listed bonds. We consider 
the accounting policies used to be appropriate. Ac-

Statements

Copenhagen, 5 March 2009

Management:

Søren Høgenhaven Johnny Munk 
Managing Director,  Managing Director Jens Bloch Behrendt  
Chief Executive Officer  Chief Financial Officer

Board of Directors:

Kaj Petersen  Erik Fabrin 
Chairman Vice-chairman

Kristian Ebbensgaard  Vibeke Storm Rasmussen  Hans Toft 

Henrik Zimino Henning G. Jensen Anker Boye

Lars Krarup Mariann Nørgaard 

cordingly, the annual report gives a true and fair 
view of the Group’s and the parent company’s finan-
cial position at 31 December 2008 and of the results 
of the Group’s and the parent company’s operations 
and cash flows for the financial year 1 January – 31 
December 2008. In our opinion, the annual report 
discloses significant risks and uncertainties that may 
affect the Group and the parent company.

Statement by the Board of Directors and Management
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To the Board of Directors of KommuneKredit
We have audited the annual report of Kommune-
Kredit for the financial year 1 January – 31 December 
2008, which comprises the statement by the Board 
of Directors and Management on the annual report, 
Management’s review, accounting policies, income 
statement, balance sheet, statement of changes in 
equity, cash flow statement and notes. The annual 
report has been prepared in accordance with Inter-
national Financial Reporting Standards as adopted 
by the EU and additional Danish disclosure require-
ments for annual reports of issuers of listed bonds.

The Board of Directors and Management’s responsi-
bility for the annual report
The Board of Directors and Management are respon-
sible for the preparation and fair presentation of the 
annual report in accordance with International Fi-
nancial Reporting Standards as adopted by the EU 
and additional Danish disclosure requirements for 
annual reports of issuers of listed bonds. This re-
sponsibility includes: designing, implementing and 
maintaining internal control relevant to the prepara-
tion and fair presentation of an annual report that is 
free from material misstatement, whether due to 
fraud or error; selecting and using appropriate ac-
counting policies; and making accounting estimates 
that are reasonable in the circumstances.

Auditors’ responsibility
Our responsibility is to express an opinion on this 
annual report based on our audit. We conducted our 
audit in accordance with Danish Standards on Audit-
ing. Those standards require that we comply with 
ethical requirements and plan and perform the audit 
to obtain reasonable assurance that the annual re-
port is free from material misstatement. 

An audit involves performing procedures to obtain 
audit evidence about the amounts and disclosures in 
the annual report. The procedures selected depend 
on the auditors’ judgment, including the assessment 
of the risks of material misstatement of the annual 
report, whether due to fraud or error. In making 
those risk assessments, the auditor considers inter-
nal control relevant to the Company’s preparation 
and fair presentation of the annual report in order to 
design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the Company’s in-
ternal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by 
the Board of Directors and Management, as well as 
evaluating the overall presentation of the annual re-
port. 

We believe that the audit evidence we have obtained 
is sufficient and appropriate to provide a basis for 
our audit opinion.

Our audit did not result in any qualification.

Opinion
In our opinion, the annual report gives a true and  
fair view of the Group’s and the parent company’s 
 financial position at 31 December 2008 and of the re-
sults of the Group’s and the parent company’s opera-
tions and consolidated cash flows for the financial 
year 1 January - 31 December 2008 in accordance 
with International Financial Reporting Standards as 
adopted by the EU and additional Danish disclosure 
requirements for annual reports of issuers of listed 
bonds.

Copenhagen, 5 March 2009

KPMG
Statsautoriseret Revisionspartnerselskab

Lars Rhod Søndergaard Anders Duedahl-Olesen
State Authorised Public Accountant State Authorised Public Accountant

Independent auditors’ report

Statements  >  KommuneKredit
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Report by the auditor appointed by the Ministry of Social Welfare

To the Board of Directors of KommuneKredit
As auditor appointed by the Ministry of Social Welfare, I have reviewed the annual report of KommuneKredit 
for the financial year 1 January – 31 December 2008, prepared by the Board of Directors and Management. 

During my review, I did not identify any non-compliance with the act or the articles of association of 
 KommuneKredit. The audit procedures carried out by KPMG did not give rise to any comments.

Copenhagen, 5 March 2009

Emil le Maire
Former Prefect
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General
The annual report of KommuneKredit for 2008 has 
been prepared in accordance with International Fi-
nancial Reporting Standards (IFRS) as adopted by the 
EU and additional Danish reporting requirements for 
annual reports of issuers of listed bonds.

In addition, the annual report has been prepared in 
compliance with the International Financial Report-
ing Standards (IFRS) issued by the IASB.

The annual report has been presented in DKK million. 

This annual report for 2008 is a translation of the 
original annual report in the Danish language. In 
case of discrepancies the Danish version prevails.

Financial summary
The figures for 2006-2008 have been prepared in 
 accordance with International Financial Reporting 
Standards (IFRS). Key figures for 2004-2005 have not 
been restated to the changed accounting policies 
and therefore correspond to the financial highlights 
disclosed in the annual reports for 2004-2005. 

Description of accounting policies
Consolidated financial statements
The consolidated financial statements comprise the 
parent company KommuneKredit and the subsidiary 
Kommune Leasing A/S. 

The consolidated financial statements have been 
prepared as a consolidation of the parent company’s 
and the subsidiary’s financial statements prepared in 
accordance with the Group’s accounting policies. On 
consolidation, administrative fees, intra-group inter-
est and balances have been eliminated.

New standards etc.
In 2008, KommuneKredit implemented the stand-
ards and interpretations that are effective for the fi-
nancial year starting on 1 January 2008. The imple-
mentation follows IASB’s effective dates.

The new IFRSs and interpretations have not affected 
recognition and measurement, and the accounting 
policies are therefore unchanged compared to last 
year. 

Accounting policies

Income statement
Interest income and expense
Interest income and expense comprise interest on 
securities, payables and transactions denominated 
in foreign currencies.

Furthermore, the item includes administrative fees 
received and fees paid.

Interest income and expense etc. have been ac-
crued. Computed interest income and expense on 
zero-coupon bonds are recognised over the life of 
the bonds.

Value adjustments
Value adjustments comprise realised and unrealised 
value adjustments of bonds, loans, issued bonds and 
other types of loans as KommuneKredit uses the fair 
value option for such financial assets and liabilities, 
see below.

Furthermore, fair value adjustments of derivative 
 financial instruments are included.

Administrative expenses
Administrative expenses comprise expenses incurred 
during the year for management and administra-
tion, including expenses for administrative staff, of-
fice premises and office expenses, and depreciation 
and impairment losses.

Tax on profit for the year
KommuneKredit is jointly taxed with Kommune 
Leasing A/S. KommuneKredit is the administrative 
company under the joint taxation scheme and con-
sequently settles all payments of corporation tax 
with the tax authorities. The current Danish corpora-
tion tax is allocated between the jointly taxed com-
panies in proportion to their taxable income.

Tax for the year, comprising current tax, joint tax 
contribution and changes in deferred tax for the 
year, is recognised in the income statement.

Balance sheet
Foreign currency translation
Items denominated in foreign currencies are trans-
lated at the exchange rates at the balance sheet 
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ture economic benefits for the Group. All other costs 
incurred for ordinary repair and maintenance are 
recognised in the income statement as incurred.

Depreciation is provided on a straight-line basis over 
the expected useful lives of the assets/components. 
The expected useful lives are as follows:
 
• Buildings .........................75 and 30 years, respectively
• IT equipment ............................................................3 years
• Leased premises ..................................................... 5 years
 
Land is not depreciated.

The basis of depreciation is calculated on the basis 
of the residual value less impairment losses. The 
 residual value is determined at the acquisition date 
and reassessed annually. If the residual value ex-
ceeds the carrying amount, depreciation is discon-
tinued.

When changing the depreciation period or the re-
sidual value, the effect on the depreciation is recog-
nised prospectively as a change in accounting esti-
mates. Depreciation is recognised in the income 
statement as administrative expenses.

Investments in subsidiary disclosed in the parent 
company’s financial statements
Investments in subsidiary are measured at cost. If 
cost exceeds the recoverable amount, an impairment 
loss is recognised.

Cost is reduced by dividends received that exceed 
the accumulated earnings after the establishment 
date.

Impairment of assets
Deferred tax assets are subject to annual impair-
ment tests and are recognised only to the extent 
that it is probable that the assets will be utilised. 

The carrying amount of other non-financial assets  
is tested annually for indications of impairment. 
When there is an indication that assets may be im-
paired, the recoverable amount of the asset is deter-
mined. The recoverable amount is the higher of an 
asset’s fair value less expected costs to sell and its 
value in use. 

date. Realised and unrealised foreign currency trans-
lation adjustments are recognised in the income 
statement.

Intangible assets
Development costs regarding software comprise 
 salaries and other costs attributable to the Group 
development activities. Development projects that 
are clearly defined and identifiable, where the tech-
nical utilisation degree, sufficient resources and po-
tential development opportunities in the Group are 
evidenced, and where the Group intends to use the 
project, are recognised as intangible assets provided 
that the cost can be measured reliably and that 
there is sufficient assurance that future earnings can 
cover development costs. Other development costs 
are recognised in the income statement as incurred.

Recognised development costs are measured at cost 
less accumulated amortisation and impairment losses.

Following the completion of the development work, 
development costs are amortised on a straight-line 
basis over the estimated useful life. The amortisation 
period is usually three years. The basis of amortisa-
tion is calculated less any impairment losses.

IT licences are measured at cost less accumulated 
amortisation and impairment losses. IT licences are 
amortised on a straight-line basis over the lower of 
the remaining contract period and useful life.

Property, plant and equipment
Land and buildings and equipment are measured at 
cost less accumulated depreciation and impairment 
losses.

Cost comprises the purchase price and any costs di-
rectly attributable to the acquisition until the date 
when the asset is available for use. Where individual 
components of an item of property, plant and equip-
ment have different useful lives, they are accounted 
for as separate items, which are depreciated sepa-
rately.

Subsequent costs, e.g. in connection with replace-
ment of components of property, plant and equip-
ment, are recognised in the carrying amount of the 
asset if it is probable that the costs will result in fu-
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Lending, funding and derivative financial 
instruments
Application of the fair value option
The fair value option comprises financial instru-
ments designated at fair value with value adjust-
ment in the income statement. KommuneKredit has 
decided to use the fair value option under IAS 39 to 
ensure consistent accounting treatment of lending, 
funding, cash and cash equivalents and derivative fi-
nancial instruments in respect of risk and matching 
hedges. This implies that from initial recognition 
lending, issued bonds and other loans raised are 
measured at fair value with value adjustment in  
the income statement.

The fair value of listed, issued bonds and related 
loans is determined using prices quoted at the bal-
ance sheet date. Computed prices are used for issued 
bonds that are not frequently traded. The fair value 
of unlisted instruments is calculated at the dis-
counted value using current market prices and inter-
est rates etc. at the balance sheet date. In the calcu-
lation of the fair value of unlisted instruments, gains 
and losses on initial recognition, “day one profit/
loss”, are eliminated.

Leases are not comprised by the fair value option.

Lending and funding
Lending and funding and related derivative financial 
instruments are measured at fair value with value 
adjustment in the income statement. Transaction 
costs and income are measured on initial recognition.

The fair value of issued bonds generally corresponds 
to the market price. Part of the issued bonds are 
however illiquid, and their fair value is computed on 
the basis of a valuation method based on discount-
ing of cash flow. The fair value of bond loans is based 
on the fair value of the underlying issued bonds. The 
fair value adjustment of the bond loans essentially 
offsets the fair value adjustment of the issued bonds.

For other listed instruments, the fair value is com-
puted on the basis of the official quotation if the 
market is deemed to be efficient. Usually, the bid/ask 
spread is incorporated. For unlisted instruments and 

where the market is not deemed to be efficient, gen-
erally accepted valuation methods (calculation of 
present value) based on relevant, current market 
data are used.

Unless market prices or other observable market 
data is used, losses or gains cannot be recognised in 
connection with or immediately after conclusion of 
instruments. 

Derivative financial instruments
Derivative financial instruments are recognised and 
measured in the balance sheet at fair value. Positive 
and negative fair values of derivative financial instru-
ments are included in separate items in the balance 
sheet, and set-off of positive and negative values is 
only made when the Group has the right and the in-
tention to settle several financial instruments net. 
Fair values of derivative financial instruments are 
computed on the basis of current market data and 
generally accepted valuation methods.

For derivative financial instruments that are related 
to leases and other derivative financial instruments, 
changes in fair value are recognised in the income 
statement as value adjustments on a regular basis.

Leases
Finance leases under which the Group is lessor are 
recognised in the balance sheet as a receivable at an 
amount corresponding to the future minimum lease 
payments discounted at the interest rate implicit in 
the lease. Subsequently, leases are measured at am-
ortised cost in accordance with the effective interest 
rate method. The difference between the value on in-
itial recognition and nominal value is amortised over 
the time to maturity and is recognised under “Inter-
est on leases”.

Receivables
Apart from lending, other receivables, including 
amounts owed by subsidiary, are measured at amor-
tised cost. 

Prepayments
Prepayments comprise costs incurred concerning 
subsequent financial years.

Accounting pol ic ies  >  KommuneKredit
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Securities
Application of the fair value option
The fair value option comprises bonds designated  
at fair value with value adjustment in the income 
statement. KommuneKredit has made an exception 
to the main rules for measurement of bonds under 
IFRS and decided to use the fair value option under 
IAS 39. The fair value option is elected as the Group’s 
investment strategy is based on fair values, and the 
disclosures to Management are based on fair values. 
This implies that shares and bonds are designated at 
fair value with value adjustment in the income 
statement.

Acquisition and disposal of securities are recognised 
at the settlement date and measured at fair value 
corresponding to the market price for listed securi-
ties and the estimated fair value computed on the 
basis of market data and generally accepted valua-
tion methods for unlisted securities. Changes in fair 
value are recognised currently in the income state-
ment as value adjustments.

Liabilities
Pension obligations and similar non-current liabilities
The Group has entered into pension plans with the 
majority of the Group’s employees. 

Contributions to defined contribution plans are 
 recognised in the income statement in the period  
to which they relate, and any contributions out-
standing are recognised in the balance sheet as 
other payables. 

The Group has entered into defined benefit plans 
with a few present and former employees. For de-
fined benefit plans, an annual actuarial calculation  
is made of the present value of future benefits under 
the defined benefit plan. The present value is deter-
mined on the basis of assumptions about the future 
development in variables such as salary levels, inter-
est rates, inflation and mortality. The present value is 
determined only for benefits earned by employees 
from their employment with the Group. The actuar-
ial present value is recognised in the balance sheet 
under pension obligations and is adjusted in the in-

come statement. However, adjustments to the calcu-
lated present value attributable to changes in actu-
arial assumptions are recognised directly in equity.

If changes in benefits relating to services rendered 
by employees in previous years result in changes in 
the actuarial present value, the changes are recog-
nised as historical costs. Historical costs are recog-
nised immediately, provided that employees have 
 already earned the changed benefits. If employees 
have not earned the benefits, the historical costs are 
recognised in the income statement over the period 
in which the changed benefits are earned by the 
 employees. 

Corporation tax and deferred tax
Current tax payable and receivable is recognised in 
the balance sheet as tax computed on the taxable 
income for the year, adjusted for tax on the taxable 
income of prior years and for tax paid on account.

Deferred tax is measured using the balance sheet 
lia bility method on all temporary differences be-
tween the carrying amount and the tax base of as-
sets and liabilities. However, deferred tax is not rec-
ognised on temporary differences relating to good-
will which is not deductible for tax purposes and on 
other items where temporary differences arise at the 
date of acquisition without affecting either profit/
loss for the year or taxable income. 

Where alternative tax rules can be applied to deter-
mine the tax base, deferred tax is measured based 
on the planned use of the asset or settlement of the 
liability, respectively.

Deferred tax assets, including the tax base of tax 
loss carryforwards, are recognised under other non-
current assets at the expected value of their utilisa-
tion; either as a set-off against tax on future income 
or as a set-off against deferred tax liabilities in the 
same legal tax entity and jurisdiction.

Adjustment is made to deferred tax resulting from 
elimination of unrealised intra-group profits and 
losses.



22 / 52

Deferred tax is measured according to the tax rules 
applicable at the balance sheet date when the de-
ferred tax is expected to crystallise as current tax. 
The change in deferred tax as a result of changes in 
tax rates is recognised in the income statement.

Financial liabilities
Amounts owed to mortgage credit institutions etc. 
are recognised and measured at fair value, and value 
adjustments are recognised currently in the income 
statement.

Financial liabilities also include the capitalised resid-
ual obligation on finance leases.

Other liabilities are measured at net realisable value.

Deferred income
Deferred income comprises payments received con-
cerning income in subsequent years.

Cash flow statement
The cash flow statement shows the cash flows from 
operating, investing and financing activities for the 
year, the year’s changes in cash and cash equivalents 
and cash and cash equivalents at the beginning and 
end of the year.

Cash flows from operating activities
Cash flows from operating activities are calculated 
as the share of the profit/loss before tax adjusted for 
non-cash operating items, changes in working capi-
tal, interest and corporation tax paid.

Cash flows from investing activities
Cash flows from investing activities comprise pay-
ments in connection with acquisitions and disposals 
of intangible assets, property, plant and equipment 
and other non-current assets as well as acquisition 
and disposal of securities.

Cash flows from lending and funding
Cash flows from lending and funding comprise the 
raising of loans and repayment of interest-bearing 
debt.

Segment information
The annual report of KommuneKredit does not in-
clude segment information as the association solely 
operates in one business segment and in one geo-
graphical area within which no differences in profiles 
of risks and returns can be identified. 

Accounting pol ic ies  >  KommuneKredit
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Income statement

Income
Group Parent	company

Note (DKK m) 2008 2007 2008 2007

1 Interest income 5,252 4,152 5,220 4,127
2 Interest expense 4,874 3,878 4,874 3,878

Net interest income 378 274 346 249

3 Other operating income 2 8 9 13
4 Value adjustments of lending, funding and 

 derivative financial instruments 24 17 24 17
Value adjustments of securities 15 -19 16 -20

5 Staff costs 35 28 35 28
Other administrative expenses 36 31 34 30

6 Depreciation on property, plant and equip-
ment and amortisation of intangible assets 6 5 6 5

21 Provision for pension obligations 3 7 3 7
Profit before tax 338 209 317 189

7 Tax on profit for the year 84 24 79 54

Profit for the year 254 185 238 135

Profit for the year is transferred to equity in accordance with KommuneKredit’s articles of association,
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Balance sheet

Assets
Group Parent	company

Note (DKK m) 2008 2007 2008 2007

8 Lending 102,445 87,941 102,445 87,941
9 Leases 2,768 2,762 0 0

Total lending 105,213 90,703 102,445 87,941

Cash in hand and at banks 10,219 8,811 10,219 8,811
10 Portfolio of securities 5,067 12,077 4,523 11,556

Derivative financial instruments 8,121 5,900 8,121 5,900
Other assets 73 189 68 187

11 Investments in subsidiary 0 0 148 148
Shares 3 3 3 3

12 Properties 81 81 81 81
13 Other property, plant and equipment 4 3 4 3
14 Intangible assets 7 5 7 5

Amount owed by subsidiary 0 0 2,489 2,420
15 Current tax assets 0 0 0 3
16 Deferred tax assets 0 0 7 8

Total assets 128,788 117,772 128,115 117,066

Liabilities and equity
Group Parent	company

Note (DKK m) 2008 2007 2008 2007

Liabilities
17 Bonds listed on OMX 58,898 57,749 58,898 57,749

18, 19 International securities, etc. 58,356 47,654 58,356 47,654
Derivative financial instruments 6,631 7,696 6,631 7,696

20 Other liabilities 322 372 27 27
21 Pension obligations 67 67 67 67
15 Current tax liabilities 34 5 25 0
16 Deferred tax liabilities 297 300 0 0

Total liabilities 124,605 113,843 124,004 113,193

Equity 4,183 3,929 4,111 3,873

Total liabilities and equity 128,788 117,772 128,115 117,066
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Group Parent	company

Note (DKK m) 2008 2007 2008 2007

Equity
Equity at 1 January 3,929 3,738 3,873 3,732
Adjustment regarding change  
in accounting policies 0 6 0 6
Profit for the year 254 185 238 135
Total equity 4,183 3,929 4,111 3,873

Statement of changes in equity
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Cash flow statement

Group Parent	company

Note (DKK m) 2008 2007 2008 2007

Cash flow from operating activities
Profit before tax 338 209 317 189

22 Adjustment for non-cash operating items -52 -25 -44 -25
Profit for the year adjusted for  
non-cash operating items 286 184 273 164

Change in operating capital
Change in receivables 116 -129 50 -203
Change in trade payables and other payables -50 44 0 20
Total change in operating capital 66 -85 50 -183

Total cash flow from operating activities 352 99 323 -19

Cash flow from investing activities
Property, plant and equipment -3 -3 -3 -3
Intangible assets -6 -2 -6 -2
Portfolio of securities 7,010 -8,993 7,033 -8,955
Total cash flow from investing activities 7,001 -8,998 7,024 -8,960

Cash flow from lending and funding
Change in lending -16,731 -3,453 -16,725 -3,373
Change in funding 10,786 14,796 10,786 14,796
Total cash flow from lending and funding -5,945 11,343 -5,939 11,423

Total cash flow for the year 1,408 2,444 1,408 2,444

Cash and cash equivalents at 1 January 8,811 6,367 8,811 6,367
Cash and cash equivalents at 31 December 10,219 8,811 10,219 8,811
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Notes to the income statement

Group Parent	company

Note (DKK m) 2008 2007 2008 2007

1: Interest income

Interest on lending 4,410 3,472 4,509 3,568
Net interest income from leases 105 97 0 0
Interest on cash at bank and in hand 377 260 378 260
Interest on securities etc. 332 299 305 275
Administrative fees 28 24 28 24
Total interest income 5,252 4,152 5,220 4,127

2: Interest expense

Interest on bonds listed on OMX 1,936 1,536 1,936 1,536
Interest on international securities 2,932 2,337 2,932 2,337
Fees paid 6 5 6 5
Total interest expense 4,874 3,878 4,874 3,878

3: Other operating income

Fees for advisory services 1 1 1 1
Operating profit from properties 1 1 1 1
Adjustment of VAT payment for 2004-2006 0 6 0 6
Administrative fee, subsidiary 0 0 7 5
Total other operating income 2 8 9 13

4: Value adjustments of lending, funding 
and derivative financial instruments

Lending 841 -225 841 -225
Funding 1,357 3,725 1,357 3,725
Derivative financial instruments -2,174 -3,483 -2,174 -3,483
Total value adjustments of lending, funding 
and derivative financial instruments 24 17 24 17

5: Staff costs

Salaries, remuneration, etc. 31 25 31 25
Pension contributions 4 3 4 3
Social security expenses 0 0 0 0
Total staff costs 35 28 35 28

Average number of employees 50 44 50 44

Key Management remuneration
Remuneration of the Board of Directors 0.7 0.6 0.5 0.5
Remuneration of Management 2.9 2.6 2.9 2.6
Total Key Management remuneration 3.6 3.2 3.4 3.1

Management is covered by a defined benefit plan.  
The pension obligation has been calculated on the basis of actuarial assumptions.
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Group Parent	company

Note (DKK m) 2008 2007 2008 2007

6: Depreciation on property, plant and equip-
ment and amortisation of intangible assets

Properties 0 0 0 0
Other property, plant and equipment 2 1 2 1
Intangible assets 4 4 4 4
Total depreciation and amortisation 6 5 6 5

7: Tax on profit for the year

Corporation tax for the year 87 60 78 52
Adjustment due to change in corporation tax rate 0 -36 0 1
Deferred tax -3 -7 1 -5
Adjustment of tax regarding previous years 0 7 0 6
Total tax on profit for the year 84 24 79 54

Tax on profit on ordinary activities:
Computed tax on profit on ordinary activities 
before tax 84 53 79 47

Tax effect of:
Non-taxable income and non-deductible costs 0 0 0 0
Adjustment due to change in corporation tax rate 0 -36 0 1
Adjustment regarding previous years 0 7 0 6
Total tax on profit for the year 84 24 79 54

Effective tax rate 24 12 25 29
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Notes to the balance sheet

Group	&	Parent	company

Note (DKK m)
Number of 

loans 2008 2007

8: Lending  
Balance at 1 January 6,171 87,941 83,475
Value adjustment 377 -161
Additions 634 40,037 27,323
Index adjustment 282 213
Total lending before disposals 6,805 128,637 110,850

Disposals 1,110 27,822 21,346
Fair value adjustment at 31 December 1,630 -1,563
Total lending 5,695 102,445 87,941

Bond loans 38,415 32,148
Tailor-made loans 64,030 55,793
Total lending 102,445 87,941

9: Leases

Balance at 1 January 	3,811	 2,762 2,683
Additions 	1,008	 738 838
Disposals 	652	 732 759
Total leases  4,167 2,768 2,762

Net investments in leases by lease term
Up to 1 year 890 800
From 1 to 5 years 1,541 1,647
Over 5 years 337 315
Total leases 2,768 2,762

Gross investments in leases by lease term
Up to 1 year 964 882
From 1 to 5 years 1,688 1,786
Over 5 years 396 374
Total gross leases 3,048 3,042

Unearned finance income 280 280
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Group Parent	company

Note (DKK m) 2008 2007 2008 2007

10: Portfolio of securities

CP notes 763 8,298 763 8,298
Danish Government bonds 72 67 72 67
Danish Ship Finance bonds 330 46 330 46
Danish SDOs 12 0 12 0
Danish Mortgage bonds 3,890 3,666 3,346 3,145
Total portfolio of securities 5,067 12,077 4,523 11,556

11: Investments in subsidiary

Cost at 1 January 148 148
Additions 0 0
Disposals 0 0
Total investments in subsidiary 148 148

12: Properties

Cost at 1 January 81 81 81 81
Additions 0 0 0 0
Disposals 0 0 0 0
Cost at 31 December 81 81 81 81

Depreciation at 1 January 0 0 0 0
Depreciation for the year 0 0 0 0
Depreciation at 31 December 0 0 0 0

Total properties 81 81 81 81
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Group Parent	company

Note (DKK m) 2008 2007 2008 2007

13: Other property, plant and equipment

Cost at 1 January 5 3 5 3
Additions 3 2 3 2
Disposals 0 0 0 0
Cost at 31 December 8 5 8 5

Depreciation at 1 January 2 1 2 1
Depreciation for the year 2 1 2 1
Depreciation at 31 December 4 2 4 2

Total other property, plant and equipment 4 3 4 3

14: Intangible assets

Cost at 1 January 13 11 13 11
Additions 6 2 6 2
Disposals 0 0 0 0
Cost at 31 December 19 13 19 13

Amortisation at 1 January 8 4 8 4
Amortisation for the year 4 4 4 4
Amortisation at 31 December 12 8 12 8

Total intangible assets 7 5 7 5

15: Current tax assets / liabilities*

Corporation tax receivable at 1 January -5 12 3 12
Current tax -87 -60 -78 -52
Adjustment relating to previous years 0 10 0 6
Corporation tax paid during the year 58 33 50 37
Total current tax assets / liabilities -34 -5 -25 3

*) Liabilities are shown as negative numbers.

Notes to the balance sheet  >  KommuneKredit
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Group Parent	company

Note (DKK m) 2008 2007 2008 2007

16: Deferred tax assets (liabilities)*

Deferred tax assets at 1 January -300 -324 8 18
Deferred tax for the year 3 5 -1 3
Adjustment due to change in tax rate 0 36 0 -1
Adjustment relating to previous years 0 -17 0 -12
Total deferred tax assets (liabilities) -297 -300 7 8

Deferred tax relates to:
Property, plant and equipment and 
intangible assets -10 -9 -10 -9
Lease assets -304 -308 0 0
Provisions 17 17 17 17
Liabilities 0 0 0 0
Total deferred tax assets (liabilities) -297 -300 7 8

*) Liabilities are shown as negative numbers.
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Group	&	Parent	company

Note (DKK m)

17: Bonds listed on OMX
nominal values

Currency  1 January Additions

Disposals 
and foreign 

currency
translation 

adjustment
 

31 December

2008
Convertible bonds DKK 11,486 1,065 1,352 11,199
Index-linked bonds DKK 9,474 0 626 8,848
Rate adjustable bonds DKK 16,569 11,904 11,882 16,591
Inconvertible bonds DKK 5,022 4,775 0 9,797
Structured bonds DKK 15,041 3,416 6,352 12,105
Bonds in EUR EUR 308 0 308 0
Total bonds listed on OMX DKK 57,900 21,160 20,520 58,540

2007
Convertible bonds DKK 10,213 2,944 1,671 11,486
Index-linked bonds DKK 9,764 0 290 9,474
Rate adjustable bonds DKK 10,723 10,884 5,038 16,569
Inconvertible bonds DKK 5,638 0 616 5,022
Structured bonds DKK 12,522 6,272 3,753 15,041
Bonds in EUR EUR 368 0 60 308
Total bonds listed on OMX DKK 49,228 20,100 11,428 57,900
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Group	&	Parent	company

Note (DKK m) 2008

18: International securities etc. calculated per instrument in nominal values

Instrument Currency  1 January Additions

Disposals  
and foreign 

 currency 
 translation 

 adjustment
 

31 December
Short-term bank loans  CHF 21 341 138 224

DKK 149 1,400 1,549 0
 EUR 58 1,805 1,856 7
 GBP 0 9 9 0
 USD 0 1,541 1,541 0

Total short-term bank loans DKK 228 5,096 5,093 231
CP notes  CHF 0 210 160 50

 EUR 451 3,162 1,764 1,849
 GBP 0 285 285 0
 USD 3,157 9,472 9,944 2,685

Total CP notes  DKK 3,608 13,129 12,153 4,584
Short-term MTNs, under 1 year DKK 50 0 0 50

JPY 6,228 467 -1,836 8,531
USD 502 3,141 -214 3,857

Total short-term MTNs DKK 6,780 3,608 -2,050 12,438
Long-term bank loans  CHF 81 0 0 81

 EUR 2,738 0 177 2,561
 GBP 310 0 142 168
 USD 498 0 498 0

Total long-term bank loans  DKK 3,627 0 817 2,810
MTNs over 1 year AUD 1,226 9 1,227 8

CAD 88 0 15 73
CHF 9,161 1,400 1,399 9,162
DKK 980 34 0 1,014
EUR 12,059 501 772 11,788
HKD 2,172 0 959 1,213
HUF 0 125 13 112

JPY 2,567 438 -904 3,909
MXN 481 0 83 398
NOK 702 1,027 329 1,400
NZD 2,178 154 1,025 1,307
RON 93 0 10 83
TRY 0 708 25 683

USD 1,068 4,642 -315 6,025
ZAR 1,024 843 324 1,543

Total long-term MTNs DKK 33,799 9,881 4,962 38,718
Private Placements EUR 1,032 745 1 1,776

JPY 1,033 0 -312 1,345
USD 9 0 0 9

Total Private Placements DKK 2,074 745 -311 3,130

Total international securities etc. DKK 50,116 32,459 20,664 61,911

Notes to the balance sheet  >  KommuneKredit
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Group	&	Parent	company

Note (DKK m) 2007

18: International securities etc. calculated per instrument in nominal values

Instrument Currency  1 January Additions

Disposals  
and foreign 

 currency 
 translation 

 adjustment
 

31 December
Short-term bank loans CHF 7 247 233 21

DKK 100 149 100 149
EUR 8 312 262 58
USD 0 134 134 0

Total short-term bank loans DKK 115 842 729 228
CP notes CHF 213 0 213 0

EUR 477 950 976 451
GBP 0 2,248 2,248 0
USD 4,359 9,061 10,263 3,157

Total CP notes DKK 5,049 12,259 13,700 3,608
Short-term MTNs, under 1 year DKK 50 0 0 50

JPY 6,692 851 1,315 6,228
USD 538 21 57 502

Total short-term MTNs DKK 7,280 872 1,372 6,780
Long-term bank loans CHF 92 0 11 81

EUR 2,167 745 174 2,738
GBP 367 0 57 310
USD 1,347 0 849 498

Total long-term bank loans DKK 3,973 745 1,091 3,627
MTNs over 1 year AUD 1,917 0 691 1,226

CAD 83 0 -5 88
CHF 7,911 1,522 272 9,161
DKK 600 380 0 980
EUR 5,022 7,454 417 12,059
HKD 2,091 334 253 2,172

JPY 2,741 0 174 2,567
MXN 349 176 44 481
NOK 0 693 -9 702
NZD 1,274 953 49 2,178
RON 99 0 6 93
USD 1,191 0 123 1,068
ZAR 374 703 53 1,024

Total long-term MTNs DKK 23,652 12,215 2,068 33,799
International issues of bonds CHF 928 0 928 0
Total international issues DKK 928 0 928 0
Private Placements EUR 883 149 0 1,032

JPY 475 597 40 1,032
USD 11 0 1 10

Total Private Placements DKK 1,369 746 41 2,074

Total international securities etc. DKK 42,366 27,679 19,929 50,116
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Group	&	Parent	company

Note (DKK m)

19: International securities calculated by currency in nominal values

Currency  1 January Additions

Disposals  
and foreign 

 currency 
 translation 

 adjustment
 

31 December

2008
Australian dollars AUD 1,226 9 1,227 8
Canadian dollars CAD 88 0 15 73
Swiss francs CHF 9,263 1,951 1,697 9,517
Danish kroner DKK 1,179 1,434 1,549 1,064
Euro EUR 16,338 6,213 4,570 17,981
Pounds Sterling GBP 310 294 436 168
Hongkong dollars HKD 2,172 0 959 1,213
Hungarian forint HUF 0 125 13 112
Japanese yen JPY 9,828 905 -3,052 13,785
Mexican peso MXN 481 0 83 398
Norwegian kroner NOK 702 1,027 329 1,400
New Zealand dollars NZD 2,178 154 1,025 1,307
Romanian lei RON 93 0 10 83
Turkish lira TRY 0 708 25 683
American dollars USD 5,234 18,796 11,454 12,576
South African rand ZAR 1,024 843 324 1,543
Total international securities etc. DKK 50,116 32,459 20,664 61,911

2007
Australian dollars AUD 1,916 0 690 1,226
Canadian dollars CAD 83 0 -5 88
Swiss francs CHF 9,152 1,769 1,658 9,263
Danish kroner DKK 750 529 100 1,179
Euro EUR 8,557 9,610 1,829 16,338
Pounds Sterling GBP 367 2,248 2,305 310
Hongkong dollars HKD 2,091 334 253 2,172
Japanese yen JPY 9,908 1,448 1,528 9,828
Mexican peso MXN 349 176 44 481
Norwegian kroner NOK 0 693 -9 702
New Zealand dollars NZD 1,274 953 49 2,178
Romanian lei RON 99 0 6 93
American dollars USD 7,446 9,216 11,428 5,234
South African rand ZAR 374 703 53 1,024
Total international securities etc. DKK 42,366 27,679 19,929 50,116

Notes to the balance sheet  >  KommuneKredit
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Group Parent	company

Note (DKK m) 2008 2007 2008 2007

20: Other liabilities

Holiday allowance payable 5 4 5 4
Trade payables 102 160 0 0
Other payables 215 208 22 23
Total other liabilities 322 372 27 27

21: Pension obligations

Balance at 1 January 67 64 67 64
Adjustment for the year 3 7 3 7
Pensions paid 3 4 3 4
Total pension obligations 67 67 67 67

Including pension for Management 21 20 21 20

22: Adjustment for non-cash operating 
items, depreciation and provisions

Pensions 0 3 0 3
Depreciation and provisions etc. 6 5 6 5
Corporation tax paid/received -58 -33 -50 -33
Total adjustment -52 -25 -44 -25

23: Contingent assets and liabilities

Pursuant to section 81(4) of the Danish Securities Trading Act, KommuneKredit together with other 
custodian institutes is liable for compensation for losses resulting from mistakes in the reporting 
etc. to the Danish Securities Centre (Værdipapircentralen). KommuneKredit’s liability is maximised 
to DKK 1.7 million.

Pursuant to section 82 of the Danish Securities Trading Act, KommuneKredit together with other 
custodian institutes guarantees the liabilities of the Danish Securities Centre. KommuneKredit’s 
guarantee is maximised to DKK 3.6 million.
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Notes to risk management

Financial risk
KommuneKredit’s assets and liabilities are exposed to financial risks that may have an impact on the financial 
statements. It is KommuneKredit’s overall policy to minimise financial risks and carefully identify, manage and 
control these risks.

It is KommuneKredit’s overall risk strategy to have a low risk appetite. Accordingly, KommuneKredit only ac-
cepts market risks that are deemed necessary for the accomplishment of KommuneKredit’s mission. The most 
important area in which KommuneKredit accepts market risks is the portfolio of securities that involves inter-
est rate risks.
 
Credit risk
Credit risk is the risk that counterparties fail entirely or partially to discharge an obligation to Kom-
muneKredit. KommuneKredit’s credit risk is linked to financial assets as well as to derivative financial instru-
ments with a positive market value. Because of the nature of its customer base, KommuneKredit’s credit risk 
is very limited.

Credit risk – lending
Lending is secured on the basis of:
•  loans being solely granted to Danish municipalities and regions or against 100 percent guarantee from 

these;
•  previously issued loans to Faroe municipalities being subject to the full guarantee by the Faroe Islands local 

authorities and being reguaranteed by the Kingdom of Denmark at 100 percent of interest and administra-
tive fees and 75 percent of instalments;

•  the joint and several liability of the members for all KommuneKredit’s liabilities;
•  all Danish municipalities and regions being members of KommuneKredit.

Credit risk – financial counterparties
KommuneKredit assigns an internal line to all financial counterparties. Derivative financial instruments, 
transactions in foreign currencies, CP notes and deposits are entered into with financial counterparties rated 
at Moody’s Investors Service, Standard & Poor’s and/or FITCH is equivalent to or better than “Aa3” or “AA-”. In 
addition, minor lines may be assigned to banks in Denmark that are under the supervision of the Danish 
 Financial Supervisory Authority and to Danish branches of foreign credit institutions that are under the su-
pervision of the Danish Financial Supervisory Authority as regards the liquidity position. Moreover, lines may 
be assigned to counterparties whose rating is equivalent to or better than A1 provided that special security is 
provided. Investments are only made in bonds rated at least “Aa3” or “AA-”.

In order to reduce the credit exposure, KommuneKredit has entered into 11 ISDA collateral agreements with fi-
nancial counterparties. Under these agreements, KommuneKredit receives safe, liquid bonds to hold as secu-
rity for the liabilities of the counterparty. The collateral agreements are unilateral, which means that Kom-
muneKredit never provides security, but solely receives security. The agreements are also subject to daily ex-
change of relatively small minimum amounts to mitigate the credit exposure to counterparties who have en-
tered into collateral agreements.

KommuneKredit solely enters into transactions with financial counterparties in the EU and other countries 
that are full members of OECD and in countries that have entered into special loan agreements with the In-
ternational Monetary Union. The purpose is to diversify the credit risk over as many countries as possible and 
to only enter into transactions with counterparties in countries that are considered safe.
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When Lehman Brothers Holdings Inc. in the autumn of 2008 filed for bankruptcy (Chapter 11 under United 
States Bankruptcy Code), KommuneKredit terminated all its agreements on derivative financial instruments 
with the Lehman Brothers companies. To replace the instruments terminated, KommuneKredit at the same 
time made agreements on derivative financial instruments with new counterparties. KommuneKredit has not 
realised any losses in this connection.

Development in credit risk
As a result of the crisis in the financial sector, KommuneKredit has in line with last year on a regular basis re-
assessed and reduced lines to financial counterparties to counter the increased risk. To further mitigate the 
credit risk, KommuneKredit also expects to enter into new ISDA collateral agreements in 2009.

At year end 2008, all counterparties whose rating is lower than A- are members of “Det Private Beredskab” 
(the Danish banking sector’s contingency association). Therefore, the credit risk is very limited, which is also 
due to the Act on Financial Stability adopted by the Danish Parliament as the credit risk solely relates to sim-
ple bank deposits. Some counterparties whose rating at year end 2008 was lower than AA- have been down-
rated during the year. When counterparties are downrated to a level that does not qualify for a line, the line is 
suspended. Moreover, KommuneKredit seeks to obtain a special guarantee or to transfer the exposure to 
other counterparties.

At year end 2008, the number of counterparties was 57 against 72 in 2007. The decrease is attributable to the 
natural expiration of agreements, mergers between counterparties and the active transfer of agreements 
from one counterparty to another. At year end 2008, 11 counterparties are covered by collateral agreements. At 
year end 2008, the rating of 68 percent of the counterparties was equivalent to or higher than AA- against 82 
percent at year end 2007. The fall is due to the downrating of the counterparties as a result of the financial 
crisis.

At year end 2008, the net market value of the financial instruments amounted to DKK 19.6 billion against 
DKK 21.4 billion at year end 2007. The decrease is attributable to a fall in cash and cash equivalents of DKK 5.9 
billion and an increase in the market value of financial instruments of DKK 4.1 billion. At year end 2008, the 
net market value of counterparties whose rating is equivalent to or higher than AA- amounted to 54 percent 
against 88 percent last year. However, at year end 2008 some counterparties were covered by rescue packages 
launched by their respective countries which will for a number of years provide a substantial guarantee from 
the central government for receivables.

It is assessed that the financial counterparties with whom KommuneKredit has not concluded collateral 
agreements involve the most significant credit risk.
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N ote (DKK m) 2008 

24: Credit risk

Group

Number  of 
counter-

parties

Cash and 
cash 

equivalents Securities
     Derivative   

      financial instruments Collateral Net
Rating Positive 

market 
 values 

Positive 
market 
 values 

Positive 
market 
 values 

Negative 
market 
 values

Market 
value of 

collateral

Exposure

AAA 12 0 1,825 639 114 0 2,464
AA+ 5 930 1,899 391 418 0 3,220
AA 6 0 250 406 708 0 656
AA- 16 2,285 330 5,214 3,471 731 4,232
A+ 9 2,941 0 581 829 27 3,370
A  3 2,507 0 0 835 0 2,507
A- 1 0 0 878 195 0 878
Lower than A- 5 2,308 0 0 0 0 2,308
Total 57 10,971 4,304 8,109 6,570 758 19,635

Parent 
Company

Number  of 
counter-

parties

Cash and 
cash 

equivalents Securities
     Derivative   

      financial instruments Collateral Net
Rating Positive 

market 
 values 

Positive 
market 
 values 

Positive 
market 
 values 

Negative 
market 
 values

Market 
value of 

collateral

Exposure

AAA 12 0 1,468 639 114 0 2,107
AA+ 5 930 1,712 391 418 0 3,033
AA 6 0 250 406 708 0 656
AA- 16 2,285 330 5,214 3,471 731 4,232
A+ 9 2,941 0 581 829 27 3,370
A  3 2,507 0 0 835 0 2,507
A- 1 0 0 878 195 0 878
Lower than A- 5 2,308 0 0 0 0 2,308
Total 57 10,971 3,760 8,109 6,570 758 19,091

The rating is based on Moody’s Investors Service, Standard & Poor’s and/or Fitch. In general, the rating is used 
for non-current liabilities. If the counterparty is rated by two credit rating agencies, the lower rating of the 
two credit ratings is used. If the counterparty is rated by three credit rating agencies, the middle rating of the 
three credit ratings is used.

The credit risk has been calculated as the value at year end 2008. For some counterparties, collateral agree-
ments have been entered into under which the counterparties provide security for their liabilities to Kom-
muneKredit in the form of safe, liquid bonds. The security has been recorded under the rating for the counter-
party providing the security and therefore does not reflect the rating of the security. Netting is not used for all 
counterparties that have entered into derivative financial instruments, and therefore the net exposure is not 
always equivalent to the sum of all market values.
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N ote (DKK m) 2007 

24: Credit risk

Group

Number  of 
counter-

parties

Cash and 
cash 

equivalents Securities
     Derivative   

      financial instruments Collateral Net
Rating of 
 financial 
counterparty

Positive 
market 
 values 

Positive 
market 
 values 

Positive 
market 
 values 

Negative 
market 
 values

Market 
value of 

collateral

Exposure

AAA 12 0 3,683 239 551 0 3,892
AA+ 10 0 43 525 753 0 309
AA 15 2,716 7 1,651 2,019 0 3,134
AA- 22 11,565 46 3,375 4,100 532 11,495
A+ 7 1,395 0 109 160 90 1,395
A  1 512 0 0 0 0 512
A- 0 0 0 0 0 0 0
Lower than A- 5 656 0 0 0 0 656
Total 72 16,844 3,779 5,899 7,583 622 21,393

 

Parent 
Company

Number  of 
counter-

parties

Cash and 
cash 

equivalents Securities
     Derivative   

      financial instruments Collateral Net
Rating of 
 financial 
counterparty

Positive 
market 
 values 

Positive 
market 
 values 

Positive 
market 
 values 

Negative 
market 
 values

Market 
value of 

collateral

Exposure

AAA 12 0 3,162 239 551 0 3,371
AA+ 10 0 43 525 753 0 309
AA 15 2,716 7 1,651 2,019 0 3,134
AA- 22 11,565 46 3,375 4,100 532 11,495
A+ 7 1,395 0 109 160 90 1,395
A  1 512 0 0 0 0 512
A- 0 0 0 0 0 0 0
Lower than A- 5 656 0 0 0 0 656
Total 72 16,844 3,258 5,899 7,583 622 20,872

Due to the credit quality of KommuneKredit’s customer groups, the credit risk is not calculated on amounts 
owed by customers or derivative financial instruments entered into with customers. Accordingly, these are 
not disclosed in note 24.

The categories used comprise:
• Cash and cash equivalents are bank deposits, short-term CP notes, etc.
• Securities are bonds
• Derivative financial instruments are currency transactions, swaps, options, etc.
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Note (DKK m) 2008 

25: Liquidity risk
distribution of maturity according to remaining term in nominal values

0-3 
months 

3-12 
months

1-5  
 years

Over 5 
years Total

Group
	

Financial assets
Cash and cash equivalents 9,681 499 0 0 10,180
Portfolio of securities 4,955 0 0 0 4,955
Lending 16,816 13,4	78 40,605 30,896 101,795
Leases 340 550 1,541 337 2,768
Total financial assets 31,792 14,527 42,146 31,233 119,698

Financial liabilities
Bonds listed on OMX 3,345 2,412 32,984 20,473 59,214
International securities etc. 4,902 11,170 27,448 18,641 62,161
Derivative financial instruments, net 80 -881 -3,746 -1,745 -6,292
Total financial liabilities 8,327 12,701 56,686 37,369 115,083

Parent Company

Financial assets 
Cash and cash equivalents 9,681 499 0 0 10,180
Portfolio of securities 4,423 0 0 0 4,423
Lending 16,816 13,478 40,605 30,896 101,795
Amount owed by subsidiary 162 147 2,097 83 2,489
Total financial assets 31,082 14,124 42,702 30,979 118,887

Financial liabilities
Bonds listed on OMX 3,345 2,412 32,984 20,473 59,214
International securities etc. 4,902 11,170 27,448 18,641 62,161
Derivative financial instruments, net 80 -881 -3,746 -1,745 -6,292
Total financial liabilities 8,327 12,701 56,686 37,369 115,083

Liquidity risk
Liquidity risk management
It is KommuneKredit’s policy that funding should at any given time exceed lending. This policy in itself signifi-
cantly reduces the liquidity risk. In addition, as a result of its high credit rating, KommuneKredit has easy ac-
cess to liquidity in both the Danish and international capital markets.

Under the investment policy, at least 35 percent of the investment of equity must consist of liquid bonds that 
may be used to raise liquidity at short notice. Short-term liquidity can also be raised by repurchase transac-
tions or by selling bonds from KommuneKredit’s bond portfolio.

Furthermore, liquidity can be generated by issuing CP notes or MTN notes via KommuneKredit’s programmes. 

Notes to r isk  management  >  KommuneKredit
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Note (DKK m) 2007 

25: Liquidity risk
distribution of maturity according to remaining term in nominal values

0-3 
months 

3-12 
months

1-5  
 years

Over 5 
years Total

Group
	

Financial assets
Cash and cash equivalents 7,083 1,714 0 0 8,797
Portfolio of securities 6,268 5,891 0 0 12,159
Lending 27,142 12,784 28,737 20,298 88,961
Leases 370 430 1,647 315 2,762
Total financial assets 40,863 20,819 30,384 20,613 112,679

Financial liabilities
Bonds listed on OMX 16,945 2,756 22,177 17,054 58,932
International securities etc. 6,318 7,620 17,292 19,136 50,366
Derivative financial instruments, net 424 126 -996 -568 -1,014
Total financial liabilities 23,687 10,502 38,473 35,622 108,284

Parent Company

Financial assets 
Cash and cash equivalents 7,083 1,714 0 0 8,797
Portfolio of securities 5,747 5,891 0 0 11,638
Lending 27,142 12,784 28,737 20,298 88,961
Amount owed by subsidiary 68 15 2,305 32 2,420
Total financial assets 40,040 20,404 31,042 20,330 111,816

Financial liabilities
Bonds listed on OMX 16,945 2,756 22,177 17,054 58,932
International securities etc. 6,318 7,620 17,292 19,136 50,366
Derivative financial instruments, net 424 126 -996 -568 -1,014
Total financial liabilities 23,687 10,502 38,473 35,622 108,284

Method of calculation of liquidity risk
The liquidity note is based on nominal amounts exclusive of interest, capital loss, contributions, etc.

Rate adjustable loans and other floating-rate loans are included with a remaining term equalling the next 
 fixing of the rate, regardless of the contractual maturity date of the loans. The unused amounts on commit-
ted overdraft facilities are not taken into account. Callable issues and the underlying callable hedging swaps 
are included with a remaining term equalling the next call date.

The portfolio of securities is included as assets with a term of 0-3 months as the portfolio consists of liquid 
bonds.
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Group

Note (DKK m) 2008 2007

26: Mismatch
nominal values

Lending at fair value 102,445 87,941
Fair value adjustment at 31 December -1,630 1,563
Leases in nominal value 3,048 3,042
Total lending in nominal value 103,863 92,546

Bonds listed on OMX 58,540 57,900
International securities etc. 61,911 50,116
Adjustment for derivative financial instruments etc. -6,289 0
Total funding 114,162 108,016

Total mismatch 10,299 15,470
Mismatch limit 25,966 23,137

Mismatch in percent of lending  10  17 
Mismatch limit in percent of lending 25 25

Mismatch
Under an authorisation from the Ministry of Social Welfare, funding may exceed lending by an amount corre-
sponding to 25 percent of total lending in nominal values (mismatch), corresponding to DKK 25,966 million in 
2008.

Notes to r isk  management  >  KommuneKredit
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Group Parent	company

Note (DKK m) 2008 2007 2008 2007

27: Interest rate risk

Lending, funding, derivative financial instru-
ments and investment of mismatch funds 1 -4 2 -3
Portfolio of bonds -105 -39 -104 -37
Total interest rate risk -104 -43 -102 -40

Equity at 1 January 3,929 3,738
Interest rate risk limit 177 168
Utilisation of limit in percent 59 26

KommuneKredit’s interest rate exposure is hedged in such a way that fixed-rate loans granted as bond loans 
are granted with the same interest profile as the corresponding circulating fixed-rate bonds. The interest rate 
exposure on all other fixed-rate loans and funding is usually hedged by derivative financial instruments at the 
date of conclusion. However, for practical reasons, the interest rate exposure on minor fixed-rate loans is not 
hedged at the date of conclusion, but is included in portfolios that are hedged on the basis of continuous 
monitoring of the exposure.

Mismatch funding is always raised at or swapped into floating rates. Interest rate exposure as a result of dif-
ferences between the dates fixed for floating-rate loans, deposits, short-term CP notes, funding and derivative 
financial instruments is hedged by using derivative financial instruments. The interest rate exposure on lend-
ing, funding, derivative financial instruments and investment of mismatch funds is calculated on a daily basis.

KommuneKredit has an active investment policy which means that it is subject to interest rate exposure on 
the portfolio of securities. Consequently, the interest rate exposure on the portfolio of securities represents 
the most significant portion of KommuneKredit’s interest rate exposure. The securities policy is conservative 
with relatively low interest rate exposure. Part of the portfolio of securities is managed by external asset man-
agers with identical investment limits so that the results of the asset managers can be benchmarked.

The interest rate risk on lending, funding, derivative financial instruments and investment of mismatch funds 
has been calculated as a parallel shift in the interest rate curve of a 1 percentage point increase. The interest 
rate risk on the bond portfolio has been calculated as the sensitivity to price changes on the basis of the 
modi fied duration adjusted for the deduction factors of the Danish Financial Supervisory Authority. The utili-
sation of the limit for the interest rate risk has increased compared to 2007, but in 2008 it has not been close 
to 100 percent.

Market risk
Market risk is the exposure to changes in the market value of KommuneKredit’s assets and liabilities as a re-
sult of fluctuations in the financial markets, such as exchange rate and interest rate fluctuations.
 
Interest rate risk
Interest rate risk is the exposure to losses as a result of changes in the level of interest rates. Kom-
muneKredit’s interest rate risk relates to lending, funding, derivatives and bond portfolio. 

The Ministry of Social Welfare has fixed a limit for KommuneKredit for the maximum interest rate risk of 4.5 
percent of equity at 1 January, corresponding to DKK 177 million in 2008.

The limit applies to negative as well as positive fluctuations. The interest rate risk is managed at group level, 
and the utilisation of the limit is therefore not disclosed for the parent company.

N
otes to risk m

anagem
ent > Kom

m
uneK

redit



46 / 52

Group	&	parent	company

Note (DKK m)   2008

28: Currency risk
nominal values

Currency Receivables Liabilities

Derivative 
 financial 

 instruments

Currency 
 position, 

DKK
Australian dollars AUD 0 7 7 0
Canadian dollars CAD 0 73 73 0
Swiss francs CHF 4,184 9,517 5,333 0
Euro EUR 7,791 17,982 10,209 18
Pounds Sterling GBP 0 168 168 0
Hongkong dollars HKD 0 1,213 1,213 0
Hungarian forint HUF 0 112 112 0
Japanese yen JPY 12 13,784 13,774 2
Mexican peso MXN 0 397 397 0
Norwegian kroner NOK 0 1,401 1,401 0
New Zealand dollars NZD 0 1,307 1,307 0
Romanian lei RON 0 83 83 0
Turkish lira TRY 0 683 683 0
American dollars USD 780 12,584 11,804 0
South African rand ZAR 0 1,543 1,543 0
Total DKK 12,767 60,854 48,107 20

Limit for currency risk in DKK million 100
Utilisation in percent 20

Currency risk
Currency risk is the exposure to foreign exchange losses as a result of changes in exchange rates. 

Generally, KommuneKredit’s currency exposure is hedged by derivative financial instruments. When mismatch 
funds are invested, the currency exposure is hedged by placing the funds in the same currency or by using de-
rivative financial instruments. However, for administrative reasons, a lower limit has been fixed as to which 
currency positions are hedged. However, the total net position in foreign currency may not exceed the equiva-
lent value of DKK 100 million.

The portfolio of securities can be invested in other currencies than DKK for up to 10 percent of equity. How-
ever, up till now, the entire portfolio has solely been invested in DKK.

Notes to r isk  management  >  KommuneKredit
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Group	&	parent	company

Note (DKK m)   2007

28: Currency risk
nominal values

Currency Receivables Liabilities

Derivative 
 financial 

 instruments

Currency 
 position, 

DKK

Australian dollars AUD 0 1,226 1,226 0

Canadian dollars CAD 0 88 88 0

Swiss francs CHF 3,515 9,264 5,754 5

Euro EUR 15,696 16,642 952 6

Pounds Sterling GBP 0 310 310 0

Hongkong dollars HKD 0 2,172 2,172 0

Japanese yen JPY 9 9,828 9,819 0

Mexican peso MXN 0 480 480 0

Norwegian kroner NOK 0 701 701 0

New Zealand dollars NZD 0 2,178 2,178 0

Romanian lei RON 0 93 93 0

American dollars USD 2,504 5,192 2,692 4

South African rand ZAR 0 1,024 1,024 0

Total DKK 21,724 49,198 27,489 15

Limit for currency risk in DKK million 100
Utilisation in percent 15

Method of calculation for currency risk
The currency risk has been calculated as the currency position per currency on the basis of principal amounts, 
instalments, etc. Interest and value adjustments are not included in the calculation.

Other price risk
Other price risk is the exposure to losses as a result of fluctuations in share prices, prices of commodities etc.

It is KommuneKredit’s policy not to accept price risks. If KommuneKredit’s funding is related to shares, 
 commodities etc., the exposure is hedged in full by using derivative financial instruments at the date of 
 conclusion.
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Operating risk
Operating risk is the risk of direct or indirect losses due to inadequate or ineffective internal procedures, 
human errors, defective systems or as a result of external events.

KommuneKredit regularly reviews all significant business procedures in order to ensure that they are fully up-
dated, complied with and comprise adequate controls. Written business procedures and reconciliation and 
control procedures in relevant areas ensure the continuous monitoring and limitation of operating risks.

All production systems and the most important test and development systems are backed up on a daily basis 
to limit the risk of break-down.

KommuneKredit’s disaster recovery plan ensures that the Group can continue its activities if a situation arises 
that makes it impossible to operate at KommuneKredit’s address. 
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29: Related party disclosures
KommuneKredit has no related parties exercising control of KommuneKredit.
KommuneKredit’s related parties exercising significant influence comprise the association’s Board of Direc-
tors and Management and their family members. Further, related parties comprise companies in which the 
above persons have substantial interests.

Moreover, related parties comprise the subsidiary, Kommune Leasing A/S.

The Board of Directors and Management
For information about remuneration, reference is made to note 5.

Group enterprises
Transactions with group enterprises comprise:
•  KommuneKredit did not receive dividends from Kommune Leasing in 2008 and 2007.
• KommuneKredit is jointly taxed with Kommune Leasing.
•  KommuneKredit manages Kommune Leasing’s investment assets, and Kommune Leasing is funded 

through KommuneKredit.
•  Kommune Leasing has raised funding with KommuneKredit of DKK 2,489 million at year end 2008 and 

DKK 2,420 million at year end 2007.
•  KommuneKredit receives administrative fees from Kommune Leasing. The fee is disclosed in note 3.

Transactions with group enterprises have been eliminated in the consolidated financial statements in accord-
ance with the accounting policies used.

Apart from this, no other transactions have been carried out with the Board of Directors, Board of Manage-
ment, employees or other related parties during the year.

30: Events after the balance sheet date

No events have occurred after the balance sheet date that have a significant effect on KommuneKredit’s results.

31:  Accounting estimates and assessments

In the determination of the carrying amount of certain assets and liabilities, estimates are required of the ef-
fect of future events on the value of these assets and liabilities at the balance sheet date. Estimates that are 
significant for the financial reporting are among other things made by determining the fair value of financial 
assets and liabilities, pensions and similar liabilities as well as contingent liabilities and contingent assets.
The estimates used are based on assumptions that Management finds reasonable but which are inherently 
uncertain and unpredictable. The assumptions may be incomplete or inaccurate, and unexpected events or 
circumstances may arise. Moreover, the enterprise is subject to risks and uncertainties that may cause actual 
results to deviate from these estimates. Special risks for KommuneKredit are disclosed in notes 24-28.
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The fair value of unlisted and illiquid financial instruments is calculated by means of valuation models such 
as discounted cash flow models or option models. The expected cash flows for the individual contract are 
based on observable market data, e.g. interest rate curves, share and raw material prices as well as foreign ex-
change rates. The fair value of unlisted financial instruments is also based on non-observable data, e.g. cur-
rency volatility, correlations between the interest rate curve and foreign exchange rates and option volatilities. 
The calculation of these non-observable market data is based on assumptions and estimates. Changes to 
these assumptions and estimates may have a significant gross effect on the estimated fair value of unlisted 
and illiquid financial assets and liabilities.

KommuneKredit follows a conservative risk management strategy. Consequently, market risks are eliminated 
when applying derivative financial instruments (see notes 24-28). The overall net effect on the income state-
ment and equity of changes in estimates and assumptions for the determination of the fair value is therefore 
deemed to be limited. The net effect on the income statement and equity of changes in the fair value of fi-
nancial instruments determined on the basis of valuation models amounted to DKK 24 million in 2008 com-
pared to DKK 17 million in 2007.

32:  Accounting regulation

It is not expected that standards and interpretations that have been adopted, but that are not yet effective, 
will affect KommuneKredit’s future financial reporting.

The IASB has issued the following new International Financial Reporting Standards (IAS and IFRS) and inter-
pretations (IFRIC) that are not compulsory for KommuneKredit in the preparation of the annual report for 
2008: IAS 1, 23 and 27, IFRS 2, 3 and 8, IFRIC 12 and 13 as well as 15-18 and amendments to IAS 32 and IAS 1, 
amendments to IAS 39 and amendments to IFRS 1 and IAS 27 as well as improvements to IFRSs May 2008. IFRS 
3, IAS 27, the amendments mentioned as well as IFRIC 12, 15-18, have not yet been adopted by the EU.

KommuneKredit expects to adopt the new International Financial Reporting Standards and interpretations 
when they become compulsory in 2009 and 2010, respectively. The standards and interpretations that are 
adopted with another effective date in the EU than the corresponding effective dates from the IASB will be 
early adopted so that the adoption complies with the effective dates of the IASB. The new standards and in-
terpretations are not expected to have a significant effect on the financial reporting of KommuneKredit.
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