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KommuneKredit is an association with the objective to provide 
funding and leases to Danish municipalities, regions and com-
panies and institutions against full municipal guarantee. Kom-
muneKredit operates under a special act and is under supervision 
by the Ministry of Interior and Health.

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

KommuneKredit’s vision is:
 to be the absolute leading provider of funding to local govern-

ments,
 to be acknowledged as a professional and trustworthy advi-

sor and cooperative partner
 to be an attractive, development-oriented enterprise com-

mitted 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 
liable for loans raised in KommuneKredit. the members are jointly 
and severally liable for KommuneKredit’s liabilities. all municipali-
ties and all regions are members of KommuneKredit.

KoMMuneKreDIt In BrIeF

KommuneKredit is a modern 
service organisation based 
on dedicated employees and 
modern technology. 

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 financed by the issue of bonds in the 
Danish bond market or in the international capital markets.

KommuneKredit is rated by Moody’s Investors Service and Stand-
ard & 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 Kommuneleasing a/S as a 
wholly-owned subsidiary.

KommuneKredit is a modern service organisation based on dedi-
cated employees and modern technology. the core values of 
KommuneKredit are:

 the customer in focus
 Quality in work
 Delegation and responsibility
 Job satisfaction and positive working environment
 openness and positive working relationships
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BoarD oF DIrectorS anD ManageMent

Board of Directors
erik Fabrin, Mayor, rudersdal, chairman
Henning g. Jensen, Mayor, aalborg, vice-chairman
Kaj petersen, former Mayor, member of the local council, guldborgsund
Vibeke Storm rasmussen, region council chairman, capital region
Hans toft, Mayor, gentofte
Henrik Zimino, Mayor, tårnby
anker Boye, Mayor, odense
lars Krarup, Mayor, Herning
Mariann nørgaard, alderman, aalborg
aleksander aagaard, region council member, Midtjylland region

Management
Søren Høgenhaven, Managing director, chief executive officer
Johnny Munk, Managing director

Lending
Johnny Munk, Managing director

Funding
eske Hansen, Senior Vice president, Head of Funding
Jette Moldrup, Senior Vice president, Head of treasury

Finance
Jens Bloch Behrendt, chief Financial officer

Risk management and support
Morten Søtofte, Senior Vice president, Head of risk Management and Support

KommuneLeasing A/S
Frank Hammer, Director
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FInancIal SuMMary – tHe group
the group consists of KommuneKredit and its wholly-owned subsidiary, Kommuneleasing a/S

lending by type 1999-2009
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development in total assets and equity 1999-2009

(DKK m) 2009 2008 2007 2006 2005
 IFrS  IFrS  IFrS  IFrS  previous 
     accounting 
     policies
     

Lending, nominal values     

Bond loans 2,346 8,174 5,569 4,687 5,777

tailor-made loans, etc. 28,474 32,280 22,205 16,993 15,426

total gross lending 30,820 40,454 27,774 21,680 21,203

conversions/refinancings 16,007 18,464 12,067 8,224 7,401

total net lending 14,813 21,990 15,707 13,456 13,802
     

Leasing     

gross lending 892 738 838 876 595

Instalments and repayments 787 732 759 708 607

total net lending 105 6 79 168 -12
     

Key figures     

net interest income  350 378 274 213 218

Staff costs and administrative expenses 81 71 59 66 58

Value adjustment of securities, etc. -4 39 -2 7 -27

profit before tax 255 338 209 150 122

tax on the profit for the year 63 84 24 41 6

profit for the year 192 254 185 109 116

comprehensive income for the year 192 254 185 109 116
     

lending 111,538 105,213 90,703 86,159 80,408

Funding 133,926 117,254 105,403 92,167 83,348

equity 4,375 4,183 3,929 3,738 3,637

total assets 143,207 128,788 117,772 102,758 93,409

number of full-time employees 57 50 44 45 46
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2009 again demonstrated the importance of local governments 
having their own funding agency. all through the financial crisis, 
KommuneKredit has been able to provide funding to local gov-
ernments – in fact on very favourable terms. as a result, Kom-
muneKredit has strengthened its position during the financial 
crisis. KommuneKredit represents a unique form of local govern-
ment cooperation, as municipalities and regions by guaranteeing 
for each other can optain funding on very favourable terms.

In 2009, KommuneKredit’s funding situation was very positive as 
a result of it’s high credit rating. this in particular applied to issues 
of short-term securities where the interest in investing in highly 
creditworthy counterparties was high. 

the favourable funding situation resulted in a margin that ex-
ceeded expectations in the market, which led to an increase 
in earnings. therefore, KommuneKredit decided in May to pass 
on the increased earnings to the borrowers in the form of lower 
margins. the administrative fee was reduced by 0.02 percentage 
points, and as a result the fee was not payable on ordinary loans. 
Fees for loans for housing for the elderly were reduced from 0.08 
percent to 0.06 percent. Moreover, prices of certain floating-rate 
loans were reduced.

In spite of the reduced prices, an updated forecast of financial 
results indicated that KommuneKredit’s earnings for 2009 would 
exceed expectations. as a consequence, KommuneKredit’s 
Board of Directors decided to make an extraordinary interest ad-

ManageMent coMMentary

In 2009, KommuneKredit’s  
funding situation was very  
positive as a consequence  
of it’s high credit rating.

justment of loans granted by KommuneKredit. the adjustment 
comprised loans financed under favourable funding conditions, 
i.e. tailor-made loans.

as a consequence of the interest adjustment, net interest in-
come in the financial statements for 2009 exceeding DKK 350 
million will be paid out to the borrowers of KommuneKredit. the 
adjustment amounted to DKK 142 million.

the interest adjustment amount, which will be paid out in March 
2010, will be distributed based on the individual borrower’s 
accrued interest expenses on tailor-made loans from Kom-
muneKredit for 2009 in proportion to the borrowers’ total ac-
crued interest expenses on tailor-made loans granted by Kom-
muneKredit for 2009.

Borrowers with ordinary loans, including bond loans, also benefit 
from the reduction of the administrative fee, which means that at 
present the fee is not payable on ordinary loans. Fees for loans for 
housing for the elderly remain at the reduced rate of 0.06 percent.

gross lending in 2009 amounted to DKK 30.8 billion against DKK 
40.5 billion in 2008. the fall is primarily attributable to a decrease 
in lending to the regions as their loan activities in 2008 were ex-
traordinarily high.

lending comprised net lending of DKK 14.8 billion and loan con-
versions of DKK 16.0 billion.
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In 2009, KommuneKredit’s wholly-owned subsidiary Kommune-
leasing a/S saw an increase in lease receivables of DKK 105 mil-
lion, and total lease receivables amounted to DKK 2.9 billion.

the group’s profit before tax was DKK 255 million against DKK 
338 million in 2008. the profit is in line with expectations in the 
interim report for the first half year. profit after tax amounted to 
DKK 192 million against DKK 254 million in 2008.

KommuneKredit has maintained its very conservative business 
model and therefore has been able to weather the financial cri-
sis. In 2009, focus was on reducing the credit risk, for instance by 
increasing the number of collateral agreements (cSa) from 11 
to 20.

cash resources improved from DKK 10.3 billion in 2008 to DKK 
17.4 billion in 2009.

In the autumn of 2009, KommuneKredit and Kommuneleasing 
carried out a customer satisfaction survey in municipalities and 
regions. the survey showed great satisfaction with the two com-
panies’ prices, products and services. However, some customers 
asked for improved access to their own loan and lease data on 
the website of KommuneKredit and Kommuneleasing. For this 
reason, measures have been taken to improve access to data in 
2010.

In november 2009, the group introduced a new visual identity for 
KommuneKredit and Kommuneleasing. the new identity among 
other things introduces a common logo for the two companies. 
the design of the logo resembles town arms and symbolises the 
close relationship with the group’s members, municipalities and 
regions.

Lending
the special conditions in the financial markets have also impact-
ed the borrowing of local governments in 2009. Sufficient fund-
ing has been available, but at prices and with a term structure 
that differed from those of prior years. In general, floating-rate 
loans have become cheaper, whereas long-term loans have been 
relatively more expensive – particularly loans with a life of over 
10 years. In 2009, borrowers therefore raised a relatively large 
number of floating-rate loans.

In 2009, gross lending decreased to DKK 30.8 billion from the record-
high lending of DKK 40.5 billion in 2008. the decrease is primarily 
attributable to a fall in the number of loans granted to regions in 
2009. net lending amounted to DKK 14.8 billion in 2009 against 
DKK 22.0 billion in 2008. loan conversions in 2009 were also at a 
high level, DKK 16.0 billion, against DKK 18.5 billion in 2008.

gross lending to municipalities amounted to DKK 22.3 billion, cor-
responding to 73 percent of total lending. In 2008, gross lend-

lending in percent by borrower

Municipalities 73 percent

Regions 13 percent

Guaranteed loans 10 percent

Partnerships 4 percent

lending in percent by category

Tailor-made loans 92 percent

Bond loans 8 percent
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ing amounted to DKK 19.1 billion, corresponding to 47 percent. 
lending to regions amounted to DKK 4.1 billion or 13 percent. In 
2008, lending amounted to DKK 13.4 billion, corresponding to 33 
percent. accordingly, lending to municipalities increased in abso-
lute terms as well as in proportion to total lending, whereas lend-
ing to regions decreased significantly. lending to municipality-
 guaranteed enterprises and institutions amounted to DKK 4.4 
billion, corresponding to 14 percent, which represents a minor 
decrease compared to 2008.

tailor-made loans accounted for 92 percent and bond loans for 
8 percent of total lending. accordingly, the share of tailor-made 
loans of total lending increased from 80 to 92 percent of total 
lending compared to 2008. Most bond loans have been raised 
to finance housing for the elderly where total lending in 2009 
amounted to DKK 2.1 billion, which is in line with 2008. 

the loans comprised 89 percent floating-rate loans and 11 per-
cent fixed-rate loans, which reflects the above-mentioned mar-
ket conditions with relatively cheap short-term interest rates and 
relatively expensive long-term interest rates as well as the fact 
that borrowers to a significant extent use swap agreements to 
obtain the desired risk diversification and risk profile in accord-
ance with the expected interest rate development.

the equivalent value of loans in foreign currency amounted to 
DKK 4.5 billion, corresponding to 15 percent of total lending. the 
loans comprised DKK 3.3 billion in eur and DKK 1.2 billion in cHF.

Funding
KommuneKredit’s funding is raised by issue of bonds on naSDaQ 
oMX copenhagen a/S (oMX) and by the issue of securities inter-
nationally. KommuneKredit carefully diversifies its funding across 
different markets and products in order to minimise dependency 
on specific markets and products.

In 2009, total funding amounted to DKK 57.0 billion against DKK 
53.6 billion in 2008. 
 
traditional bond loans and rate-adjustable loans are funded by issue 
of matching bonds on oMX. tailor-made loans are not tied to spe-
cific types of funding. 26 percent of the funding was raised via oMX 
and 74 percent was raised outside Denmark, including 61 percent 
in europe, 3 percent in Japan and 10 percent in other countries. 

KommuneKredit has been authorised to raise funding without 
immediate relending for up to 25 percent of the loan portfolio. 
this is called mismatch. the option to generate significant cash 
resources has been very useful during the financial crisis. at year 
end 2009, loans had been raised under the mismatch authorisa-
tion in the amount of DKK 17.4 billion against DKK 10.3 billion at 
year end 2008.

Issues of short-term securities, cp notes, increased to DKK 21.2 
billion against DKK 13.1 billion in 2008. the issues were primarily 
made in uSD and eur. the ecp programme has proved effective in 
covering the short-term funding needs during the financial crisis. 

Funding, additions during 2009

DKK 31 percent

USD 31 percent

EUR 23 percent

CHF 8 percent

NOK 3 percent

Other 4 percent

Funding at year end 2009

DKK 43 percent

USD 15 percent

EUR 16 percent

JPY 10 percent

CHF 9 percent

NOK 3 percent

Other 4 percent
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Issues on oMX decreased to DKK 15 billion against DKK 21.2 bil-
lion in 2008. Issues of bonds that finance adjustable-rate loans 
etc., amounted to DKK 10.3 billion against DKK 11.9 billion in 
2008. Issues of structured bonds increased to DKK 4.4 billion 
against DKK 3.4 billion in 2008.

International issues of long-term Mtn notes amounted to DKK 
17.2 billion against DKK 9.9 billion in 2008. During 2009, short-
term Mtn notes of DKK 0.2 billion were issued against DKK 3.6 
billion in 2008. at year end 2009, total outstanding Mtn notes 
amounted to DKK 63.8 billion against DKK 51.2 billion at year end 
2008.

In addition, KommuneKredit has raised private placements (loans 
with separate loan documentation) in the amount of DKK 0.3 bil-
lion.

The Group’s comprehensive income
In 2009, the group’s profit before tax was DKK 255 million against 
DKK 338 million in 2008.

net interest income decreased to DKK 350 million in 2009 from 
DKK 378 million in 2008. net interest income for 2009 was in the  
region of DKK 320–370 million as mentioned in the interim report.

Value adjustment of securities and financial instruments showed 
total negative adjustments of DKK 4 million in 2009 against a 
gain of DKK 39 million in 2008.

In 2009, administrative expenses increased to DKK 81 million 
from DKK 71 million in 2008. the increase is attributable to a rise 
in payroll costs as a result of employment of new staff and in-
creased It development costs.

the group saw profit after tax of DKK 192 million in 2009 against 
DKK 254 million in 2008.

The Group’s financial position
at year end 2009, KommuneKredit’s total assets amounted to 
DKK 143.2 billion against DKK 128.8 billion at year end 2008. the 
group’s total lending increased by DKK 6.3 billion to DKK 111.5 
billion against DKK 105.2 billion in 2008. In addition, cash resourc-
es increased by DKK 7.1 billion.

the group’s equity amounted to DKK 4.4 billion at year end 2009 
compared to DKK 4.2 billion in 2008. at year end 2009, equity 
amounted to 3.2 percent of total liabilities. Management as-
sesses that this adequately supports the group’s activity level. 
under the legal framework of KommuneKredit, equity must equal 
at least 1 percent of KommuneKredit’s total liabilities, i.e. DKK 1.4 
billion.

KommuneLeasing A/S
Kommuneleasing’s primary activities comprise finance leases 
of operating equipment to municipalities. Kommuneleasing saw 
pre-tax profit for the year of DKK 22.4 million against a profit for 
2008 of DKK 21.1 million.

leasing

IT equipment 29 percent

Vehicles 27 percent

Medico-technical equipment 19 percent

O�ce equipment 11 percent

Technical equipment 5 percent

Properties 4 percent

Vessels 4 percent

Other 1 percent
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In 2009, value adjustments showed capital gains of DKK 2.3 mil-
lion against capital losses in 2008 of DKK 1.3 million. total lending 
increased by DKK 104 million and amounted to DKK 2.9 billion at 
year end 2009.

as in 2007 and 2008, activities in 2009 reflected an increasing 
demand for car leases, whereas the demand for funding of leas-
ing of medico-technical equipment and It equipment to the re-
gions continued to decrease and be stagnant, respectively.

the administration has regularly been tailored to the grow-
ing demand for car leases, and as a consequence more people 
have been employed. of the total portfolio of leases, car leas-
es amounted to approximately 27 percent at year end 2009 
compared to 21 percent at year end 2008. at year end 2009, 
Kommune leasing had lease agreements with 94 of the 98 mu-
nicipalities and with all the regions.

Danish economy
like other western economies, Danish economy has experienced 
a major setback. the gross domestic product (gDp) is thus ex-
pected to decrease by 4.3 percent in 2009. However, there are 
indications that the downward trend will not continue as the gDp 
increased by 0.6 percent in the third quarter of 2009.

In order to counter the setback, the fiscal policy has been relaxed 
considerably, and for 2009 public finances are expected to show 
a deficit of 3 percent of gDp. However, this deficit is considerably 

lower than the eu average of 6.9 percent. also, a significant in-
crease in public investments has been planned, at central as well 
as local government level.

unemployment also increased, but is still considerably below the 
eu average level. this is due to the fact that Denmark had a very 
low rate of unemployment before the financial crisis and that the 
Danish labour market system is very flexible.

Municipal economy
the service expenditure budgeted by local governments for 
2009 were DKK 0.6 billion below the upper limit agreed with the 
central government, whereas the budgeted capital expenditure 
was DKK 0.4 billion over the agreed limit. as a result of increasing 
unemployment and economic slowdown, it was however decided 
in March 2009 that the local governments should be allowed to 
increase capital expenditure by DKK 2.0 billion. the increase was 
partly funded by improved credit facilities.

Municipal economies as a whole are not affected by the economic 
setback as the central government bears the risk of an economic 
downturn. through a special government balance grant, addi-
tional expenditure for social transfer payments and decreasing 
revenue from taxation as a result of the economic slowdown are 
compensated for via the block grant.

the long-term debt of municipalities and regions increased by 1.9 
percent to DKK 91 billion in 2009 from DKK 89.3 billion in 2008. 
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the total debt of municipalities and regions amounted to 5.5 per-
cent of the gDp.

Governance and human resources
as a result of the significant increase in total assets and in the 
level of activity, the number of full-time employees increased 
from 50 in 2008 to 57 in 2009. additional resources have been al-
located on legal matters, risk management, funding and leasing.

KommuneKredit’s Management and employees have outlined 
Kommune Kredit’s core values and the obligation of Management 
and employees to comply with these values. Focus is on exten-
sive delegation of decision-making competence to employees.

KommuneKredit gives high priority to developing the employees’ 
professional and personal qualifications 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 sta-
bility in operations.

Board of Directors and Management
effective 1 January 2010, the following board members have 
been re-elected to the Board of Directors of KommuneKredit for 
the period 1 January 2010 to 31 December 2015:

 Kaj petersen, Former mayor, member of the local council, 
guldborgsund

 anker Boye, Mayor, odense
 erik Fabrin, Mayor, rudersdal and
 lars Krarup, Mayor, Herning

region council member aleksander aagaard, region Midtjylland, 
has been elected new member of the Board of Directors for the 
same period.

at 1 January 2010, mayor erik Fabrin, rudersdal, was elected new 
chairman for the period 1 January 2010 to 31 December 2012. 
He replaces former mayor Kaj petersen, guldborgsund. Mayor 
Henning g. Jensen, aalborg, was elected new vice-chairman.

there were no changes in the composition of Management.



12

Economic indicators for 2009

Source: the Ministry of Finance

 DK EU

real growth as percentage of gross domestic product (gDp) -4.3 -4.1

Balance of payments surplus as percentage of gDp  2.9 -0.7

percentage increase in consumer prices  0.8  1.0

government budget balance as percentage of gDp -3.0 -6.9

unemployment rate  5.0  9.1

 Moody’s Standard  
KommuneKredits rating Investors Service & Poor’s

long-term rating aaa aaa

Short-term rating p-1 a-1+

outlook Stable Stable

Members of KommuneKredit 31.12.2009 31.12.2008

Municipalities 98 98

regions 5 5

Faroese municipalities 7 9

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

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

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

2009 91.0 11.0 15.7 1.9
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Strategy
KommuneKredit’s vision is:
 to be the absolute leading provider of funding to local govern-

ments,
 to be acknowledged as a professional and trustworthy advi-

sor and cooperative partner and 
 to be an attractive, development-oriented enterprise com-

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

KommuneKredit’s strategy is:
 tailor-made, high-level customer services and solutions
 product development in funding and services tailored to the 

needs of the customers
 Funding policy that guarantees the lowest possible costs for 

the customers in the long run
 Investment policy that contributes to competitive prices and 

consolidation
 Quality and a high service level in administrative processes
 close and efficient cost management
 risk management in accordance with best practice
 It development that meets the needs of the customers, sta-

ble operations and a high security level
 Staff and management policy that enhances competency 

development and result orientation and that attracts and re-
tains staff

 Management training that safeguards competencies in human 
resources management and strategic management.

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 Man-
agement. 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 
political 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 local 
elections.

the Board of Directors is responsible for the overall manage-
ment of KommuneKredit and for the proper organisation of its 
operations. the Board of Directors prepares guidelines for Kom-
muneKredit’s most important activities in which the segregation 
of duties between the Board of Directors and Management is laid 
down. the Board of Directors outlines the rules for the manage-
ment of financial risks and the use of financial instruments.

Management is responsible for the day-to-day management of 
KommuneKredit in accordance with the policy adopted by the 
Board of Directors and the directions outlined by the Board of Di-
rectors. Management consists of a chief executive officer and a 

managing director. Management is responsible for implementing 
the decisions made by the Board of Directors.

Management is responsible for presenting to the Board of Direc-
tors all significant changes to KommuneKredit’s situation and 
Management’s position on important events of consequence 
for KommuneKredit’s operations. Management is also responsi-
ble for directing to the Board of Directors any financial informa-
tion and other disclosures that describe developments in Kom-
muneKredit and that are necessary in order that the Board of 
Directors may comply with its overall managerial responsibility for 
KommuneKredit.

at ordinary board meetings, Management reports on the com-
pliance with the guidelines set by the Board of Directors for the 
management of financial risks.

Within the framework of the guidelines set by the Board of Direc-
tors, Management is authorised to make all necessary decisions. 
Decisions regarding guidelines for lending, funding and derivative 
financial instruments require Management’s consensus of opin-
ion.

In 2009, KommuneKredit established an audit committee. the 
duties of the audit committee are carried out by the members of 
the Board of Directors.

KommuneKredit is under supervision by the Ministry of Interior 
and Health.

Corporate social responsibility
KommuneKredit fills an important and useful social function for 
the community when it provides funding for investments in the 
municipal sector. the investments among other things contribute 
to conserving the environment and combating climate change as 
well as to improving social welfare. through attractive funding, 
KommuneKredit creates financial resources for the improvement 
municipal and regional services.

KommuneKredit has also established an education fund that 
aims to further develop training and education of local govern-
ment politicians, local government workers, etc. the contributed 
capital of the fund amounts to DKK 30 million. 

Risk management
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, monitor and manage these risks.

It is KommuneKredit’s overall risk strategy to have a low risk ap-
petite. accordingly, KommuneKredit only accepts market risks 
that are deemed necessary for the accomplishment of Kom-
muneKredit’s mission. the most significant area in which Kom-
muneKredit accepts market risks is the portfolio of bonds, which 
involves interest rate risks.
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Moreover, KommuneKredit is subject to credit risks on its financial 
counterparties. these risks are managed on the basis of guide-
lines adopted by the Board of Directors. KommuneKredit’s su-
pervisory authority, the Ministry of Interior and Health, may order 
that KommuneKredit should change the guidelines.

See notes on risk management.

Outlook for 2010
the agreement between the national association of local au-
thorities (Kl) and the central government for 2010 provides fund-
ing of capital expenditure of DKK 20 billion compared to DKK 15 
billion in 2009. It has been agreed that part of the funding should 
be provided by increased borrowing. However, the municipalities 
have only budgeted for gross capital expenditure of DKK 17.1 bil-
lion, and an additional loan pool of DKK 4.3 billion has been allo-
cated to provide funding for an increase in capital expenditure. 

It is therefore expected that local government borrowing will in-
crease in 2010. However, part of the borrowing will probably not 
be realised until 2011.

In 2010, water supply and waste-water disposal will be hived off 
into special local government owned utility companies, and as a 
consequence local government lending will decrease. It is possible 

for local governments to provide guarantees for the companies’  
loans, and it is therefore not expected that KommuneKredit’s 
 total lending will decrease as a result of the above hive-off.

pursuant to the Danish act on Financial Stability, the govern-
ment guarantee to Danish banks expires at the end of Septem-
ber 2010. the lines of KommuneKredit’s Danish counterparties 
will therefore be reassessed in order to retain the very restrictive 
credit risk policies.

as a result of the favourable funding situation, KommuneKredit 
expects to be able to retain its position in 2010 as the absolute 
leading supplier of funding to local governments. It is expected 
that profit before tax and value adjustments will be on par with 
the profit realised for 2009.

Kommuneleasing expects a minor increase in local government 
leases, primarily in car leases, It equipment, aids, etc. It is expect-
ed that the demand for funding of leasing of medico-technical 
equipment will continue to be moderate.

as a result of very competitive prices and an administration sys-
tem that gives customers internet access to their own lease 
data, Kommuneleasing expects to maintain its market position 
in 2010.
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the Board of Directors and Management have today discussed 
and approved the annual report of KommuneKredit for the finan-
cial year 1 January to 31 December 2009.

the annual report has been prepared in accordance with Interna-
tional Financial reporting Standards (IFrS) as adopted by the eu.

It is our opinion that the consolidated financial statements and 
the parent company financial statements give a true and fair 
view of the group’s and the parent company’s financial position 

StateMentS

at 31 December 2009 and of the comprehensive income of the 
group’s and the parent company’s operations and cash flows for 
the financial year 1 January – 31 December 2009.

Further, in our opinion, the Management commentary gives a fair 
review of the development in the group’s and the parent compa-
ny’s operations and financial matters, the comprehensive income 
for the year and the group’s and the parent company’s financial 
position and describes the material risks and uncertainties af-
fecting the group and the parent company.

copenhagen, 5 March 2010

Management:

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

Board of Directors:

erik Fabrin Henning g. Jensen
Chairman Vice-chairman

Kaj petersen  Vibeke Storm rasmussen  Hans toft 

Henrik Zimino anker Boye  lars Krarup

Mariann nørgaard  aleksander aagaard

StateMent By tHe BoarD oF DIrectorS anD ManageMent
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To the Board of Directors of KommuneKredit
We have audited the consolidated financial statements and the 
parent company financial statements of KommuneKredit for the 
financial year 1 January to 31 December 2009, pages 19-54. 
the consolidated financial statements and the parent company 
financial statements comprise statement of comprehensive in-
come, statement of financial position, statement of changes in 
equity, statement of cash flows and notes for the group and the 
parent company, respectively. the consolidated financial state-
ments and the parent company financial statements have been 
prepared in accordance with International Financial reporting 
Standards as adopted by the eu.

In addition to our audit, we have read the Management commen-
tary and issued a statement in this regard.

Management’s responsibility
Management is responsible for the preparation and fair presenta-
tion of consolidated financial statements and parent company 
financial statements in accordance with International Financial 
reporting Standards as adopted by the eu. this responsibility in-
cludes: designing, implementing and maintaining internal control 
relevant to the preparation and fair presentation of consolidated 
financial statements and parent company financial statements 
that are free from material misstatement, whether due to fraud 
or error; selecting and using appropriate accounting policies; and 
making accounting estimates that are reasonable in the circum-
stances. 

Further, it is the responsibility of Management to prepare a Man-
agement commentary.

Auditors’ responsibility
our responsibility is to express an opinion on the consolidated 
financial statements and the parent company financial state-
ments based on our audit. We conducted our audit in accordance 
with Danish Standards on auditing. those standards require that 
we comply with ethical requirements and plan and perform the 
audit to obtain reasonable assurance whether the consolidated 
financial statements and the parent company financial state-
ments are free from material misstatement.

an audit involves performing procedures to obtain audit evidence 
about the amounts and disclosures in the consolidated financial 
statements and the parent company financial statements. the 
procedures selected depend on the auditors’ judgment, including 
the assessment of the risks of material misstatement of the con-
solidated financial statements and the parent company financial 
statements, whether due to fraud or error. In making those risk 
assessments, the auditors consider internal control relevant to 
the company’s preparation and fair presentation of the consoli-
dated financial statements and the parent company financial 
statements in order to design audit procedures that are appro-
priate in the circumstances, but not for the purpose of express-
ing an opinion on the effectiveness of the company’s internal 
control. an audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting 
estimates made by Management, as well as evaluating the over-
all presentation of the consolidated financial statements and the 
parent company financial statements.

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 consolidated financial statements and the 
parent company financial statements give a true and fair view 
of the group’s and the parent company’s financial position at 31 
December 2009 and of the results of the group’s and the par-
ent company’s operations and cash flows for the financial year 
1 January – 31 December 2009 in accordance with International 
Financial reporting Standards as adopted by the eu.

Statement on the Management commentary
We have read the Management commentary in the annual report. 
We have not performed any additional procedures in addition to 
the audit of the consolidated financial statements and the par-
ent company financial statements. on this basis, it is our opinion 
that the information given in the Management commentary is 
consistent with the consolidated financial statements and the 
parent company financial statements.

copenhagen, 5 March 2010

KPMG
Statsautoriseret Revisionspartnerselskab

lars rhod Søndergaard anders Duedahl-olesen
State Authorised Public Accountant State Authorised Public Accountant

InDepenDent auDItorS’ report



17

StateMentS

annual report 2009

report By tHe auDItor appoInteD By tHe MInIStry oF InterIor anD HealtH

To the Board of Directors of KommuneKredit
as auditor appointed by the Ministry of Interior and Health, I have 
reviewed the consolidated financial statements and the parent 
company financial statements of KommuneKredit for the finan-
cial year 1 January – 31 December 2009, prepared by the Board 
of Directors and Management. 

In addition, I have read the Management commentary. During my 
review, I did not identify any non-compliance with neither the act 
on KommuneKredit nor the articles of association of Kommune-
Kredit. the audit procedures carried out by KpMg did not give rise 
to any comments on my part.

copenhagen, 5 March 2010

emil le Maire
Former Prefect
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    Group parent company

 Note (DKK m)  2009 2008 2009 2008

       

 1 interest income   4,376 5,252 4,343 5,220

 2 interest expense   4,026 4,874 4,026 4,874

  Net interest income   350 378 317 346

       

 3 other operating income  2 2 12 9

 4 Value adjustments of lending, funding  

  and  derivative financial instruments  -39 24 -39 24

  Value adjustments of securities  35 15 33 16

 5 staff costs  41 35 41 35

  other administrative expenses  40 36 38 34

 6 Depreciation on property, plant and equipment  

  and amortisation of intangible assets  7 6 7 6

 22 adjustment of pension obligations  -5 -3 -5 -3

  Profit before tax  255 338 232 317

       

 7 tax on profit for the year  63 84 58 79

  Profit for the year  192 254 174 238

       

  other comprehensive income after tax  0 0 0 0

  Comprehensive income for the year  192 254 174 238

       

  appropriation:     

  transferred to equity  192 254 174 238

  Total  192 254 174 238

       

statement of comprehensiVe income
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  ASSETS     

    Group parent company

 Note (DKK m)  2009 2008 2009 2008

       

  receivables from credit institutions  11,001 10,219 11,001 10,219

 8 lending  108,665 102,445 108,665 102,445

 9 lease receivables  2,873 2,768 0 0

 10 portfolio of securities  12,350 5,067 11,787 4,523

  amount owed by subsidiary  0 0 2,530 2,489

 11 investment in subsidiary  0 0 148 148

  shares  3 3 3 3

  Derivative financial instruments  8,055 8,121 8,055 8,121

 12 intangible assets  8 7 8 7

 13 properties  81 81 81 81

 14 other property, plant and equipment  5 4 5 4

  other assets  95 73 96 68

 15 current tax assets  71 0 84 0

 16 Deferred tax assets  0 0 7 7

  Total assets  143,207 128,788 142,470 128,115

  LIABILITIES AND EQUITY     

    Group parent company

 Note (DKK m)  2009 2008 2009 2008

  Liabilities     

 17 Bonds issued on omX  58,742 58,898 58,742 58,898

 18, 19 international securities, etc.  75,184 58,356 75,184 58,356

  Derivative financial instruments  3,948 6,631 3,948 6,631

 21 other liabilities  599 322 241 27

 22 pension obligations  70 67 70 67

 15 current tax liabilities  0 34 0 25

 16 Deferred tax liabilities  289 297 0 0

  Total liabilities  138,832 124,605 138,185 124,004

       

  Equity  4,375 4,183 4,285 4,111

       

  Total liabilities and equity  143,207 128,788 142,470 128,115

statement of financial position
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    Group parent company

 Note (DKK m)  2009 2008 2009 2008

       

  Equity     

  equity at 1 January  4,183 3,929 4,111 3,873

  comprehensive income for the year  192 254 174 238

  Total equity  4,375 4,183 4,285 4,111

statement of chanGes in equity
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    Group parent company

 Note (DKK m)  2009 2008 2009 2008

  Cash flows from operating activities     

  profit before tax  255 338 232 317

 22 adjustment for non-cash operating items, etc.  -167 -52 -158 -44

  Profit for the year adjusted  

  for non-cash operating items  88 286 74 273

       

  Change in operating capital     

  change in receivables  -22 115 -69 50

  change in trade payables and other payables  277 -49 214 0

  Total change in operating capital  255 66 145 50

       

  Total cash flows from operating activities  343 352 219 323

       

  Cash flows from investing activities     

  property, plant and equipment  -3 -3 -3 -3

  intangible assets  -6 -6 -6 -6

  portfolio of securities  -7,283 7,010 -7,264 7,033

  receivables from credit institutions  -2,333 3,541 -2,333 3,541

  Total cash flows from investing activities  -9,625 10,542 -9,606 10,565

       

  Cash flows from lending and funding     

  change in lending  -6,258 -16,731 -6,153 -16,725

  change in funding  13,989 10,786 13,989 10,786

  Total cash flows from lending and funding  7,731 -5,945 7,836 -5,939

       

  Total cash flows for the year  -1,551 4,949 -1,551 4,949

       

  cash and cash equivalents at 1 January  9,719 4,770 9,719 4,770

  Cash and cash equivalents at 31 December  8,168 9,719 8,168 9,719

in the statement of cash flows, receivables from credit institutions that fall due less than three months after the date of conclusion 

are stated separately as cash at bank and in hand.

statement of cash flows
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General
the annual report of KommuneKredit for 2009 has been pre-
pared in accordance with international financial reporting stand-
ards (ifrs) as adopted by the eu. in addition, the annual report 
has been prepared in compliance with the international financial 
reporting standards (ifrs) issued by the iasB.

the annual report has been presented in DKK million.

Key figures
Key figures for 2006-2009 have been prepared in accordance 
with international financial reporting standards (ifrs). Key fig-
ures for 2005 have not been restated to the changed account-
ing policies and therefore correspond to the financial highlights 
disclosed in the annual report for 2005. 

Description of accounting policies
Consolidated financial statements
the consolidated financial statements comprise the parent 
company KommuneKredit and the subsidiary Kommuneleasing 
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, inter-
company interest and balances have been eliminated.

New terminology
a few changes have been made in the terminology concerning 
the items of the statement of financial position. these changes 
have no effect in monetary terms. the terminology concerning 
the financial statements has also been changed in accordance 
with ias 1.

New standards, etc.
in 2009, KommuneKredit adopted the standards and interpreta-
tions that are effective for the financial year starting on 1 Janu-
ary 2009. the adoption follows iasB’s effective dates.

the new ifrss and interpretations have not affected recognition 
and measurement, and the accounting policies are therefore un-
changed compared to last year. adjustments have been made to 
the presentation in accordance with the new accounting stand-
ards. three of the amendments have been discussed in detail.

as a result of the amendments to ifrs 7 regarding further dis-
closure requirements for financial instruments, in the future fi-

nancial instruments measured at fair value are to be classified in 
three different categories depending on how the fair value has 
been determined.

level 1 concerns fair values determined on the basis of listed 
prices.

level 2 concerns fair values determined either directly or indirect 
on the basis of observable or public market data. this includes 
part of the listed bonds on nasDaq omX copenhagen a/s (omX) 
as the bond series are relatively illiquid and the value is therefore 
calculated by an unbiased market participant.

level 3 concerns fair values that are not determined on the basis 
of listed prices or observable market data. this includes struc-
tured issues and some loans, see notes 20 and 33 for further 
details.

no transfers have been made between the levels in 2009.

in addition, the amendments to ifrs 7 have resulted in further 
disclosures on liquidity risk. KommuneKredit has decided to ap-
ply the transitional provisions according to which companies may 
omit to restate comparative figures.

Statement of comprehensive income
Interest income and expense
interest income and expense comprise interest on securities, 
payables and transactions denominated in foreign currencies.

interest income and expense regarding financial instruments 
determined at fair value with value adjustments in the income 
statement are recognised under net interest income.

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

interest income and expense, etc. have been accrued. computed 
interest income and expense on zero-coupon bonds are recog-
nised over the life of the bonds.

Value adjustments
Value adjustments comprise realised and unrealised value ad-
justments 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.

accountinG policies
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accountinG policies

furthermore, fair value adjustments of derivative financial instru-
ments are included.

Administrative expenses
administrative expenses comprise expenses incurred during the 
year for management and administration, including expenses for 
administrative staff, office premises and office expenses, and 
depreciation and impairment losses.

Tax on profit for the year
KommuneKredit is jointly taxed with Kommuneleasing a/s. Kom-
muneKredit is the administrative company under the joint taxa-
tion scheme and consequently settles all payments of corpora-
tion tax with the tax authorities. the current Danish corporation 
tax is allocated between the jointly taxed companies in propor-
tion 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.

Statement of financial position
Foreign currency translation
items denominated in foreign currencies are translated at the ex-
change rates at the balance sheet date. realised and unrealised 
foreign currency translation adjustments are recognised in the 
income statement.

Intangible assets
Development costs regarding software comprise salaries and 
other costs attributable to the Group’s development activities. 
Development projects that are clearly defined and identifiable, 
where the technical utilisation degree, sufficient resources and 
potential 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 reli-
ably and that there is sufficient assurance that future earnings 
can cover development costs. other development costs are rec-
ognised in the income statement as incurred.

recognised development costs are measured at cost less accu-
mulated 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 ba-
sis of amortisation 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 ac-
cumulated depreciation and impairment losses.

cost comprises the purchase price and any costs directly attrib-
utable to the acquisition until the date when the asset is available 
for use. where individual components of an item of property, plant 
and equipment have different useful lives, they are accounted for 
as separate items, which are depreciated separately.

subsequent costs, e.g. in connection with replacement of com-
ponents of property, plant and equipment, are recognised in the 
carrying amount of the asset if it is probable that the costs will 
result in future 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 expect-
ed useful lives of the assets/components. the expected useful 
lives are as follows:

Buildings ............................................................................................. 75 years
it equipment .......................................................................................3 years
cars .....................................................................................................3-4 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 
exceeds the carrying amount, depreciation is discontinued.

when changing the depreciation period or the residual value, the 
effect on depreciation is recognised prospectively as a change in 
accounting estimates.

Investments in subsidiary disclosed in the  
parent company’s financial statements
investments in subsidiary are measured at cost. if cost exceeds 
the recoverable amount, a write-down is made to this lower 
 value.
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accountinG policies

cost is reduced by dividends received that exceed the accumu-
lated earnings after the establishment date.

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

the carrying amount of other non-financial assets is tested an-
nually for indications of impairment. when there is an indication 
that assets may be impaired, the recoverable amount of the as-
set is determined. the recoverable amount is the higher of an 
asset’s fair value less expected costs to sell and its value in use. 

Lending, funding and derivative financial instruments
Application of the fair value option
the fair value option comprises financial instruments designated 
at fair value with value adjustment 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 financial in-
struments 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 deter-
mined using prices quoted at the balance sheet date. computed 
prices are used for issued bonds that are rarely traded. the fair 
value of unlisted instruments is calculated at the discounted 
value using current market prices and interest rates, etc. at the 
balance sheet date. in the calculation of the fair value of unlisted 
instruments, gains or losses on initial recognition, “day one profit/
loss”, are eliminated.

lease receivables 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 listed issued bonds generally corresponds to the 
market price. the fair value of issued, illiquid bonds is determined 
on the basis of valuation methods based on discounting of cash 
flow. these issues will be included in level 2 in note 20. some of 

the issues are, however, calculated on the basis of own valuation 
methods, and these will be included in level 3 in note 20. 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 essen-
tially offsets the fair value adjustment of the issued bonds.

for other listed instruments, the fair value is computed on the 
basis of the official quotation if the market is deemed to be ef-
fective. usually, the bid/ask spread is incorporated. for unlisted 
instruments and where the market is not deemed to be effective, 
generally 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 im-
mediately after the conclusion of transactions with financial in-
struments. 

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 instruments 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 intention to 
settle several financial instruments net. fair values of derivative 
financial instruments are computed on the basis of current mar-
ket data and generally accepted valuation methods.

for derivative financial instruments that are related to lease re-
ceivables and other derivative financial instruments, changes in 
fair value are recognised in the income statement as value ad-
justments on a regular basis.

Lease receivables
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 inter-
est rate implicit in the lease. subsequently, lease receivables are 
measured at amortised cost in accordance with the effective 
interest rate method. the difference between the value on ini-
tial recognition and nominal value is amortised over the time to 
maturity and is recognised under “net interest income on lease 
receivables”.

Receivables
apart from lending, other receivables, including amounts owed 
by subsidiary, are measured at amortised cost. 
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Prepayments
prepayments comprise costs incurred concerning subsequent 
financial years.

Securities
Application of the fair value option
the fair value option comprises securities designated at fair value 
with value adjustment in the income statement. KommuneKredit 
has made an exception to the main rules for measurement of se-
curities 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 manage-
ment 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 set-
tlement date and measured at fair value corresponding to the 
market price for listed securities and the estimated fair value 
computed on the basis of market data and generally accepted 
valuation methods for unlisted securities. changes in fair value 
are recognised in the income statement as value adjustments on 
a regular basis.

Amortised cost
a minor share of the portfolio of securities is classified as held-
to-maturity and is calculated at amortised cost and presented 
separately.

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 
con tributions outstanding 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 defined benefit plans, an an-
nual actuarial calculation is made of the present value of future 
benefits under the defined benefit plan. the present value is de-
termined on the basis of assumptions about the future devel-
opment 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 
actuarial present value is recognised in the balance sheet under 
pension obligations and is adjusted in the income statement. 
however, adjustments to the calculated present value attribut-
able to changes in actuarial assumptions are recognised directly 
in equity.

if changes in benefits relating to services rendered by employ-
ees in previous years result in changes in the actuarial present 
value, the changes are recognised as historical costs. historical 
costs are recognised immediately, provided that employees have 
already earned the changed benefits. if employees have not 
earned the benefits, the historical costs are recognised in the in-
come 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, ad-
justed for tax on the taxable income of prior years and for tax 
paid on account.

Deferred tax is measured using the balance sheet liability meth-
od on all temporary differences between the carrying amount 
and the tax base of assets and liabilities. however, deferred tax 
is not recognised on temporary differences relating to other 
items where temporary differences arise at the date of acquisi-
tion without affecting either profit/loss for the year or taxable 
income. 

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

Deferred tax assets are recognised under other non-current as-
sets at the expected value of their utilisation; 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 intercompany profits and losses.

Deferred tax is measured according to the tax rules applicable 
at the balance sheet date when the deferred 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.
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Financial liabilities
amounts owed to mortgage credit institutions, etc. are recog-
nised and measured at fair value, and value adjustments are rec-
ognised in the income statement on a regular basis.

financial liabilities also include the capitalised residual obligation 
on finance leases.

other liabilities are measured at net realisable value.

Deferred income
Deferred income comprises payments received concerning in-
come in subsequent years.

Statement of cash flows
the statement of cash flows shows 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 capital, interest and corporation tax 
paid.

Cash flows from investing activities
cash flows from investing activities comprise payments in con-
nection with acquisitions and disposals of intangible assets, 
property, plant and equipment and other non-current assets as 
well as acquisition and disposal of securities if the term to matu-
rity at the date of conclusion exceeds three months.

receivables from credit institutions comprise deposits with fixed 
maturity and cp notes with a term to maturity of more than three 
months at the date of conclusion.

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

Cash at bank and in hand
the item comprises deposits on demand with credit institutions 
and cp notes with a term to maturity of less than three months 
at the date of conclusion. 

Segment information
the annual report of KommuneKredit does not include informa-
tion on operating segments as the Group solely operates in one 
reportable business segment. 
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    Group parent company

 Note (DKK m)  2009 2008 2009 2008

       

 1 Interest income     

  interest on lending  3,682 4,410 3,749 4,509

  interest on lease receivables  77 105 0 0

  interest on receivables from credit institutions  291 377 291 378

  interest on bond portfolio, stated at fair value  305 332 282 305

  interest on bond portfolio, stated at amortised cost  6 0 6 0

  administrative fees  15 28 15 28

  Total interest income  4,376 5,252 4,343 5,220

 2 Interest expense     

  interest on bonds issued on omX  2,197 1,936 2,197 1,936

  interest on international securities, etc.  1,822 2,932 1,822 2,932

  fees paid  7 6 7 6

  Total interest expense  4,026 4,874 4,026 4,874

 3 Other operating income     

  fees for advisory services  2 1 2 1

  operating profit from properties  0 1 0 1

  administrative fee from subsidiary  0 0 10 7

  Total other operating income  2 2 12 9

 4 Value adjustments     

  lending  116 841 116 841

  funding  -1,974 1,357 -1,974 1,357

  Derivative financial instruments  1,819 -2,174 1,819 -2,174

  Total value adjustments  -39 24 -39 24

notes to the statement  
of comprehensiVe income
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notes to the statement  of comprehensiVe income

    Group parent company

 Note (DKK m)  2009 2008 2009 2008

       

 5 Staff costs     

  salaries, remuneration, etc.  37 31 37 31

  pension contributions  4 4 4 4

  Total staff costs  41 35 41 35

       

  average number of employees  57 50 57 50

       

  Key Management remuneration     

  remuneration of the Board of Directors  0.8 0.7 0.6 0.5

  remuneration of management  2.9 2.9 2.9 2.9

  Total Key Management remuneration  3.7 3.6 3.5 3.4

  management is covered by a defined benefit plan, see note 22.

  the pension obligation has been calculated on the basis of actuarial assumptions. 

 6 Depreciation on property, plant and equipment and amortisation of intangible assets 

  properties  0 0 0 0

  other property, plant and equipment  2 2 2 2

  intangible assets  5 4 5 4

  Total depreciation and amortisation  7 6 7 6

 7 Tax on profit for the year     

  corporation tax for the year  71 87 58 78

  Deferred tax  -8 -3 0 1

  Total tax on profit for the year  63 84 58 79

       

  Tax on profit before tax relates to:     

  computed tax on profit before tax  64 84 58 79

  tax effect of:     

  non-taxable income and non-deductible costs  -1 0 0 0

  Total tax on profit for the year  63 84 58 79

       

  Effective tax rate  24 24 25 25
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     Group & parent company

 Note (DKK m)   Number of loans 2009 2008

       

 8 Lending     

  Balance at 1 January   5,695 102,445 87,941

  Value adjustment    13 377

  new loans   865 30,807 40,037

  index adjustment    221 282

  Total lending before disposals   6,560 133,486 128,637

       

  Disposals   1,362 25,368 27,822

  fair value adjustment at 31 December    547 1,630

  Total lending   5,198 108,665 102,445

       

  Bond loans    37,801 38,415

  tailor-made loans    70,864 64,030

  Total lending    108,665 102,445

 9 Lease receivables     

  Balance at 1 January   4,167 2,768 2,762

  additions   1,506 892 738

  Disposals   910 787 732

  Total lease receivables   4,763 2,873 2,768

       

  Net investments in leases by lease term     

  up to 1 year    898 890

  from 1 to 5 years    1,587 1,541

  over 5 years    388 337

  Total lease receivables    2,873 2,768

       

  Gross investments in leases by lease term     

  up to 1 year    951 964

  from 1 to 5 years    1,678 1,688

  over 5 years    419 396

  Total gross lease receivables    3,048 3,048

       

  Unearned finance income    175 280

notes to the statement  
of financial position
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    Group parent company

 Note (DKK m)  2009 2008 2009 2008

       

 10 Portfolio of securities     

  Danish mortgage bonds  6,452 4,232 5,889 3,688

  cp notes  2,703 763 2,703 763

  Danish government bonds  1,881 72 1,881 72

  foreign bonds  1,073 0 1,073 0

  Bonds stated at amortised cost  241 0 241 0

  Total portfolio of securities  12,350 5,067 11,787 4,523

       

  Fair value of bonds stated at amortised cost  243 0 243 0

 11 Investment in subsidiary     

  Balance at 1 January    148 148

  additions    0 0

  Disposals    0 0

  Total investment in subsidiary    148 148

 12 Intangible assets     

  Balance at 1 January  19 13 19 13

  additions  6 6 6 6

  Disposals  0 0 0 0

  Balance at 31 December  25 19 25 19

       

  amortisation at 1 January  12 8 12 8

  amortisation for the year  5 4 5 4

  Amortisation at 31 December  17 12 17 12

       

  Total intangible assets  8 7 8 7

notes to the statement  
of financial position
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    Group parent company

 Note (DKK m)  2009 2008 2009 2008

       

 13 Properties     

  Balance at 1 January  81 81 81 81

  additions  0 0 0 0

  Disposals  0 0 0 0

  Balance 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

 14 Other property, plant and equipment     

  Balance at 1 January  8 5 8 5

  additions  3 3 3 3

  Disposals  0 0 0 0

  Balance at 31 December  11 8 11 8

       

  Depreciation at 1 January  4 2 4 2

  Depreciation for the year  2 2 2 2

  Depreciation at 31 December  6 4 6 4

       

  Total other property, plant and equipment  5 4 5 4

 15 Current tax assets/liabilities (-)     

  corporation tax receivable/payable (-) at 1 January  -34 -5 -25 3

  current tax  -70 -87 -58 -78

  corporation tax paid during the year  175 58 167 50

  Total current tax assets/liabilities (-)  71 -34 84 -25
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    Group parent company

 Note (DKK m)  2009 2008 2009 2008

       

 16 Deferred tax assets/liabilities (-)     

  Deferred tax assets/liabilities (-) at 1 January  -297 -300 7 8

  Deferred tax for the year  8 3 0 -1

  Total deferred tax assets/liabilities (-)  -289 -297 7 7

       

  Deferred tax assets/liabilities (-) relate to:     

  property, plant and equipment and intangible assets  -10 -10 -10 -10

  lease assets  -296 -304 0 0

  provisions  17 17 17 17

  Total deferred tax assets/liabilities (-)  -289 -297 7 7

     Group & parent company  

 Note (DKK m)     

       

 17 Bonds issued on OMX     

  Nominal values     

      Disposals and  
   Currency  1 January Additions adjustments 31 Dec

       

  2009     

  convertible bonds DKK 11,199 234 2,684 8,749

  index-linked bonds DKK 8,848 0 607 8,241

  rate adjustable bonds DKK 16,591 10,312 8,509 18,394

  inconvertible bonds DKK 9,797 0 337 9,460

  structured bonds DKK 12,105 4,427 3,620 12,912

  Total bonds issued on OMX DKK 58,540 14,973 15,757 57,756

       

  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 1,882 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 issued on OMX DKK 57,900 21,160 20,520 58,540
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     Group & parent company

 Note (DKK m)   2009  

       

 18 International securities etc., calculated per instrument 
  Nominal values     

      Disposals and  
  Instrument Currency  1 January Additions adjustments 31 Dec

  short-term bank loans chf 224 187 400 11
   DKK 0 333 333 0
   eur 7 1,710 1,704 13
   GBp 0 7 7 0
   usD 0 811 811 0
  Total short-term bank loans DKK 231 3,048 3,255 24
  cp notes chf 50 2,626 1,658 1,018
   eur 1,849 8,984 8,309 2,524
   GBp 0 306 248 58
   usD 2,685 9,316 8,290 3,711
  Total CP notes DKK 4,584 21,232 18,505 7,311
  short-term mtns, under 1 year DKK 50 0 50 0
   Jpy 8,531 234 709 8,056
   usD 3,857 0 173 3,684
  Total short-term MTNs DKK 12,438 234 932 11,740
  long-term bank loans chf 81 0 9 72
   eur 2,561 0 304 2,257
   GBp 168 0 7 161
   usD 0 0 0 0
  Total long-term bank loans  DKK 2,810 0 320 2,490
  long-term mtns over 1 year auD 8 0 -2 10
   caD 73 0 -11 84
   chf 9,162 1,991 -51 11,204
   DKK 1,014 0 980 34
   eur 11,788 3,015 16 14,787
   hKD 1,213 0 22 1,191
   huf 112 0 3 109
   Jpy 3,909 116 158 3,867
   mXn 398 0 114 284
   noK 1,400 1,667 -375 3,442
   nZD 1,307 722 452 1,577
   ron 83 0 4 79
   seK 0 620 -30 650
   try 683 0 3 680
   usD 6,025 8,707 2,216 12,516
   Zar 1,543 366 408 1,501
  Total long-term MTNs DKK 38,718 17,204 3,907 52,015
  private placements eur 1,776 0 2 1,774
   Jpy 1,345 0 52 1,293
   usD 9 261 11 259
  Total private placements DKK 3,130 261 65 3,326
       
  Total international securities etc. DKK 61,911 41,979 26,984 76,906
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     Group & parent company 

 Note (DKK m)   2008  

       

 18 International securities etc., calculated per instrument 
  Nominal values     

      Disposals and  
  Instrument Currency  1 January Additions adjustments 31 Dec

  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 -1836 8,531
   usD 502 3,141 -214 3,857
  Total short-term MTNs DKK 6,780 3,608 -2050 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
  long-term 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
   seK 0 0 0 0
   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 1,032 0 -312 1,345
   usD 10 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
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     Group & parent company 

 Note (DKK m)     

       

 19 International securities etc., calculated by currency 
  Nominal values     

      Disposals and  
   Currency  1 January Additions adjustments 31 Dec

       

  2009     

  australian dollars auD 8 0 -2 10

  canadian dollars caD 73 0 -11 84

  swiss francs chf 9,517 4,804 2,016 12,305

  Danish kroner DKK 1,064 333 1,363 34

  euro eur 17,981 13,709 10,335 21,355

  pounds sterling GBp 168 313 262 219

  hongkong dollars hKD 1,213 0 22 1,191

  hungarian forint huf 112 0 3 109

  Japanese yen Jpy 13,785 350 919 13,216

  mexican peso mXn 398 0 114 284

  norwegian kroner noK 1,400 1,667 -375 3,442

  new Zealand dollars nZD 1,307 722 452 1,577

  romanian lei ron 83 0 4 79

  swedish krona seK 0 620 -30 650

  turkish lira try 683 0 3 680

  us dollars usD 12,576 19,095 11,501 20,170

  south african rand Zar 1,543 366 408 1,501

  Total international securities etc. DKK 61,911 41,979 26,984 76,906
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     Group & parent company 

 Note (DKK m)     

       

 19 International securities etc., calculated by currency 
  Nominal values     

      Disposals and  
   Currency  1 January Additions adjustments 31 Dec

       

  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

  swedish krona seK 0 0 0 0

  turkish lira try 0 708 25 683

  us 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
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Specification of fair value of financial instruments
KommuneKredit has chosen to use fair value as the valuation 
method for the majority of assets and liabilities. consequently, 
assets stated at fair value constitute 98 percent of total assets 
while liabilities stated at fair value constitute 99 percent of total 
liabilities.

the valuation method per class of financial instruments is dis-
cussed in further detail below.

Cash at bank and in hand, receivables  
from credit institutions and lending
the fair value is calculated by means of valuation models where 
all estimated and fixed cash flows are discounted using zero-
coupon yield curves. the expected cash flows of the individual 
contract are based on observable market data, e.g. interest rate 
curves. when determining the fair value of floating rate loans, 
cash flows are estimated based on the forward rate curve.

Securities
the fair value of securities traded in an active market is based on 
the most recent listed market prices. the fair value of unlisted 
and illiquid financial instruments is calculated by means of valu-
ation models. where possible, apart from listed prices, the valua-
tion also includes observable market prices in corresponding isin 
codes and models based on observable input used for valuating 
financial instruments that are not in the aggregate traded in an 
active market. further, the discount model is used when all esti-
mated and fixed cash flows are discounted using zero-coupon 
yield curves. the expected cash flows of the individual contract 
are based on observable market data, e.g. interest rate curves. 
when determining the fair value of floating rate loans, cash flows 
are estimated based on the forward interest rate curve.

Derivative financial instruments
the fair value of derivative financial instruments is calculated by 
means of valuation models such as discounted cash flow mod-
els or option models. the expected cash flows of the individual 
contract are based on observable market data, e.g. interest rate 
curves, share and raw material prices, foreign exchange rates as 
well as mean-reversion parameters. the fair value of unlisted fi-
nancial instruments is also based on non-observable data, e.g. 
currency volatilities, correlations between the interest rate curve 
and foreign exchange rates and option volatilities. 

Bonds issued on OMX
Bonds issued on omX are all listed, but the market price does not 
reflect the fair value due to the fact that the bonds are illiquid. 
the fair value of bonds issued on omX is therefore calculated by 
means of valuation models. the valuation includes listed prices 
of similar issues adjusted for liquidity and credit risk. in connec-
tion with convertible bonds, prices are also adjusted for the right 
of early repayment at par.

the fair value of KommuneKredit‘s structured issues on omX is 
calculated by means of valuation models such as discounted 
cash flow models or option models. these models are based on 
estimates of long-term currency volatilities, calculated correla-
tions between currencies and related interest rate fixings and 
yield curve models based on e.g. mean-reversion parameters.

International securities, etc.
the fair value of international securities, etc., is calculated by 
means of discounted cash flow models. in connection with float-
ing-rate securities, expected cash flows are estimated based on 
the forward interest rate curve in the currency in question, and 
all estimated and fixed cash flows are discounted using zero-
coupon yield curves.

the fair value of KommuneKredit‘s structured issues is calculat-
ed by means of the methods described above in the section on 
bonds issued on omX.

Level 3 sensitivity
liabilities at level 3 share common characteristics which is why 
their sensitivity is described collectively. level 3 concerns fair 
values that are not determined on the basis of listed prices or 
observable market data. this primarily includes KommuneKredit‘s 
structured issues on omX and international securities and the 
related hedging. overall, KommuneKredit has a low risk appe-
tite and consequently hedges all structured issues completely. 
therefore, there is no net profit effect on level 3 issues, and the 
fair value calculation will only affect the recognition of the value 
in the financial position. 
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     Group & parent company 

 Note (DKK m)     

       

 20 Fair value specification of financial instruments     

    Level 1 Level 2 Level 3 Total

  2009     

  Assets     

  receivables from credit institutions  242 10,759 0 11,001

  lending  0 106,232 2,433 108,665

  portfolio of securities, measured at fair value  9,406 2,703 0 12,109

  shares  0 0 3 3

  Derivative financial instruments  0 5,229 2,826 8,055

  Total assets  9,648 124,923 5,262 139,833

       

  Liabilities     

  Bonds issued on omX  0 45,351 13,391 58,742

  international securities, etc.  0 51,504 23,680 75,184

  Derivative financial instruments  0 3,109 839 3,948

  Total liabilities  0 99,964 37,910 13,874

  Specification of level 3     

      Primary Derivative  
      financial  financial 
  Assets and liabilities    instruments instruments

       

  2009     

  Balance at 1 January    36,234 4,701

  included in comprehensive income    -1,682 1,967

  issue, purchase, sale and settlement    4,955 -3,003

  Balance at 31 December    39,507 3,665
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    Group parent company

 Note (DKK m)  2009 2008 2009 2008

       

 21 Other liabilities     

  holiday allowance payable  8 5 8 5

  trade payables  142 102 7 0

  other payables  449 215 226 22

  Total other liabilities  599 322 241 27

 22 Pension obligations     

  Balance at 1 January  67 67 67 67

  additions for the year  5 3 5 3

  Disposals for the year  2 3 2 3

  Total pension obligations  70 67 70 67

       

  including pension for management  24 21 24 21

 23 Adjustment for non-cash operating items, etc.     

  pensions  2 0 2 0

  Depreciation and provisions etc.  7 6 7 6

  corporation tax paid  -176 -58 -167 -50

  Total adjustment for non-cash operating items, etc. -167 -52 -158 -44

 24 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 (Vp se-

curities a/s). 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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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 ap-
petite. accordingly, KommuneKredit only accepts market risks 
that are deemed necessary for the accomplishment of Kom-
muneKredit’s mission. the most important area in which Kom-
muneKredit accepts market risks is the portfolio of securities 
that involves interest rate risks.
 
Credit risk
credit risk is the risk that counterparties fail entirely or partially 
to discharge an obligation to KommuneKredit. KommuneKredit’s 
credit risk is linked to financial assets as well as to derivative fi-
nancial instruments 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 re-

gions 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 administrative fees and 75 percent of 
instalments;

  the joint and several liability of the members for all Kom-
muneKredit’s liabilities;

  all Danish municipalities and regions being members of Kom-
muneKredit.

Credit risk – financial counterparties
KommuneKredit assigns an internal line to all financial counter-
parties. 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 au-
thority and to Danish branches of foreign credit institutions that 
are under the supervision 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. invest-
ments are only made in bonds rated at least “aa3” or “aa-”.

in order to reduce the credit exposure, KommuneKredit has en-
tered into 11 isDa collateral agreements with financial counter-
parties. under these agreements, KommuneKredit receives safe, 
liquid bonds to hold as security for the liabilities of the counter-
party. the collateral agreements are unilateral, which means that 
KommuneKredit never provides security, but solely receives se-
curity. the agreements are also subject to daily exchange of rela-
tively small minimum amounts to mitigate the credit exposure to 
counterparties who have entered into collateral agreements.

KommuneKredit solely enters into transactions with financial 
counterparties in the eu and other countries that are full mem-
bers of oecD and in countries that have entered into special loan 
agreements with the international 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 coun-
tries that are considered safe.

Development in credit risk
at the end of 2009, the net exposure amounted to DKK 24.9 bil-
lion compared to DKK 19.6 billion in 2008. the increase in net ex-
posure is partly due to the fact that KommuneKredit in 2009 in-
creased the mismatch portfolio by DKK 7.1 billion which is primary 
invested in short-term securities and deposits with credit institu-
tions, increasing the credit risk correspondingly. the number of 
counterparties in respect of securities and deposits with credit 
institutions also increased in 2009. the credit risk increase is 
partly counterbalanced by an increase of DKK 2.1 billion in the 
market value of collateral received. this reflects a second trend 
which KommuneKredit expects will continue in 2010; the enter-
ing of new isDa collateral agreements. the number of collateral 
agreements has risen from 11 to 20 during the year, and conse-
quently more than half of the market value of derivative financial 
instruments is collateralised.

at year end 2009, the number of counterparties was 61 against 
57 in 2008. the increase reflects an increased number of coun-
terparties in respect of securities and deposits with credit insti-
tutions, while the number of counterparties in relation to deriva-
tive financial instruments has decreased. at year end 2009, the 
rating of 66 percent of the counterparties was rated equivalent 
to or higher than “aa-” or “aa3” against 68 percent at year end 
2008. thus, the effect of the decreased credit quality in previous 
years due to the financial crisis has diminished. the credit risk of 
the counterparty has been determined in relation to the rating of 
the counterparty or the rating of the individual security and con-
sequently does not take into account any guarantees. several of 
KommuneKredit’s counterparties are covered by the Danish act 
on financial stability, corresponding to DKK 9.8 billion.
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 Note (DKK m)  2009

       

 25 Credit risk  Group  

    Cash at Receivables   Derivative  
   Number  of bank and  from credit  financial 
   counter parties in hand institutions Securities instruments Collateral Net

    positive  positive  positive  positive  negative  fair  
    fair  fair fair fair fair value of 
  rating   values   values   values   values   values collateral exposure

  aaa 16 0 0 8,440 112 25 0 8,540

  aa+ 5 0 0 2,494 85 42 0 2,570

  aa  5 0 0 1,192 187 160 0 1,339

  aa- 14 1,031 1,003 217 5,431 2,064 2,684 2,957

  a+  11 2,898 785 12 1,494 1,246 144 3,937

  a   5 2,373 0 0 312 214 103 2,368

  a-  1 0 0 0 399 147 0 252

  lower than a- 4 1,866 1,045 0 0 0 0 2,911

  Total 61 8,168 2,833 12,355 8,020 3,898 2,931 24,874

    parent company

    Cash at Receivables   Derivative  
   Number  of bank and  from credit  financial 
   counter parties in hand institutions Securities instruments Collateral Net

    positive  positive  positive  positive  negative  fair  
    fair  fair fair fair fair value of 
  rating   values   values   values   values   values collateral exposure

  aaa 16 0 0 8,206 112 25 0 8,307

  aa+ 5 0 0 2,175 85 42 0 2,250

  aa  5 0 0 1,181 187 160 0 1,328

  aa- 14 1,031 1,003 217 5,431 2,064 2,684 2,957

  a+  11 2,898 785 12 1,494 1,246 144 3,937

  a   5 2,373 0 0 312 214 103 2,368

  a-  1 0 0 0 399 147 0 252

  lower than a- 4 1,866 1,045 0 0 0 0 2,911

  Total 61 8,168 2,833 11,791 8,020 3,898 2,931 24,310

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.

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 25.
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 Note (DKK m)  2008

       

 25 Credit risk  Group   

    Cash at Receivables   Derivative  
   Number  of bank and  from credit  financial 
   counter parties in hand institutions Securities instruments Collateral Net

    positive  positive  positive  positive  negative  fair  
    fair  fair fair fair fair value of 
  rating   values   values   values   values   values collateral exposure

  aaa 12 0 0 1,825 639 114 0 2,464

  aa+ 5 429 501 1,899 391 418 0 3,220

  aa  6 0 0 251 406 708 0 656

  aa- 16 1,840 0 774 5,214 3,471 731 4,232

  a+  9 2,623 0 318 581 829 27 3,370

  a   3 2,507 0 0 0 835 0 2,507

  a-  1 0 0 0 878 195 0 878

  lower than a- 5 2,308 0 0 0 0 0 2,308

  Total 57 9,707 501 5,067 8,109 6,570 758 19,635

         

    parent company  

    Cash at Receivables   Derivative  
   Number  of bank and  from credit  financial 
   counter parties in hand institutions Securities instruments Collateral Net

    positive  positive  positive  positive  negative  fair  
    fair  fair fair fair fair value of 
  rating   values   values   values   values   values collateral exposure

  aaa 12 0 0 1,467 639 114 0 2,107

  aa+ 5 429 501 1,712 391 418 0 3,033

  aa  6 0 0 251 406 708 0 656

  aa- 16 1,840 0 775 5,214 3,471 731 4,232

  a+  9 2,623 0 318 581 829 27 3,370

  a   3 2,507 0 0 0 835 0 2,507

  a-  1 0 0 0 878 195 0 878

  lower than a- 5 2,308 0 0 0 0 0 2,308

  Total 57 9,707 501 4,523 8,109 6,570 758 19,091

the credit risk has been calculated as the value at year end 2008. for some counterparties, collateral agreements have been entered 
into under which the counterparties provide security for their liabilities to KommuneKredit in the form of safe, liquid bonds. the security 
has been recorded under the rating for the counterparty providing the security and therefore does not reflect the rating of the secu-
rity. 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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 Note (DKK m)   2009

       

 26 Liquidity risk     

  Distribution of maturity according to remaining term  

  Nominal values   

   0-3 months  3-12 months 1-5   years Over 5 years Total

  Group     

  Financial assets     

  cash at bank and in hand 7,821 0 0 0 7,821

  receivables from credit institutions 2,638 179 0 0 2,817

  portfolio of securities 11,983 191 16 0 12,190

  lending 23,824 15,828 29,685 37,260 106,597

  lease receivables 249 622 1,611 391 2,873

  Total recognised financial assets 46,515 16,820 31,312 37,651 132,298

  loan commitments received 298 0 0 0 298

  Total financial assets 46,813 16,820 31,312 37,651 132,596

       

  Financial liabilities     

  Bonds issued on omX 14,951 4,308 25,358 13,139 57,756

  international securities, etc. 6,486 15,921 31,474 23,024 76,905

  Derivative financial instruments, net -355 -1,253 -3,604 -1,787 -6,999

  Total recognised financial liabilities 21,082 18,976 53,228 34,376 127,662

  loan commitments made 804    804

  Total financial liabilities 21,886 18,976 53,228 34,376 128,466

       

  parent company     

  Financial assets     

  cash at bank and in hand 7,821 0 0 0 7,821

  receivables from credit institutions 2,638 179 0 0 2,817

  portfolio of securities 11,421 191 16 0 11,628

  lending 23,824 15,828 29,685 37,260 106,597

  amount owed by subsidiary 476 196 1,751 104 2,527

  Total recognised financial assets 46,180 16,394 31,452 37,364 131,390

  loan commitments received 298 0 0 0 298

  Total financial assets 46,478 16,394 31,452 37,364 131,688

       

  Financial liabilities     

  Bonds issued on omX 14,951 4,308 25,358 13,139 57,756

  international securities, etc. 6,486 15,921 31,474 23,024 76,905

  Derivative financial instruments, net -355 -1,253 -3,604 -1,787 -6,999

  Total recognised financial liabilities 21,082 18,976 53,228 34,376 127,662

  loan commitments made 804 0 0 0 804

  Total financial liabilities 21,886 18,976 53,228 34,376 128,466



47annual report 2009

notes to risK manaGement

    

 Note (DKK m)   2008

       

 26 Liquidity risk     

  Distribution of maturity according to remaining term  

  Nominal values     

   0-3 months  3-12 months 1-5   years Over 5 years Total

  Group     

  Financial assets     

  cash at bank and in hand 9,681 0 0 0 9,681

  receivables from credit institutions 0 499 0 0 499

  portfolio of securities 4,955 0 0 0 4,955

  lending 16,816 13,478 40,605 30,896 101,795

  lease receivables 340 550 1,541 337 2,768

  Total financial assets 31,792 14,527 42,146 31,233 119,698

       

  Financial liabilities     

  Bonds issued 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 at bank and in hand 9,681 0 0 0 9,681

  receivables from credit institutions 0 499 0 0 499

  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 issued 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

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 committed overdraft facilities are not taken into account. call-
able issues and the underlying callable hedging swaps are included with a remaining term equalling the next call date.
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Liquidity risk
liquidity risk is the risk that KommuneKredit cannot meet its financial obligations.

Liquidity risk management
it is KommuneKredit’s policy that funding for all time bands should at any given time exceed lending. this policy in itself significantly 
reduces the liquidity risk. in addition, as a result of its high credit rating, KommuneKredit has easy access to liquidity in both the Dan-
ish and the international capital markets. KommuneKredit carefully diversifies its funding on various markets and products in order to 
minimise its dependence on specific markets and products. 

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 transactions 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. 

Mismatch
under an authorisation from the ministry of interior and health to KommuneKredit, the total mismatch limit – meaning the difference 
between funding and lending in nominal values – may constitute a maximum of 25 percent of the nominal lending for the previous 
quarter, corresponding to DKK 27,362 million at the end of 2009. mismatch is also called liquidity reserve or prefunding.

     Group

 Note (DKK m)    2009 2008

       

 27 Mismatch     

  Nominal values     

  lending at fair value    108,665 102,445

  fair value adjustment at 31 December    -547 -1,630

  lease receivables in nominal value    3,050 3,048

  total lending in nominal values    111,168 103,863

  portfolio development in the fourth quarter    -865 -150

  Total lending in nominal values at 30 September    110,303 103,713

       

  Bonds issued on omX    57,756 58,540

  international securities, etc.    76,906 61,911

  adjustment for derivative financial instruments    -6,999 -6,292

  Total funding in nominal values    127,663 114,159

       

  total mismatch    17,360 10,446

  Mismatch in percent of lending    16 pct. 10 pct.

       

  mismatch limit    27,576 25,928

  mismatch limit in percent of lending    25 pct. 25 pct.
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Market risk
market risk is the exposure to changes in the market value of KommuneKredit’s assets and liabilities as a result 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. KommuneKredit’s interest rate risk relates 
to lending, funding, derivatives and bond portfolio. 

the ministry of interior and health has fixed a limit for the KommuneKredit Group for the maximum interest rate risk of 4.5 percent of 
equity, corresponding to DKK 188 million in 2009.

    Group parent company

 Note (DKK m)  2009 2008 2009 2008

       

 28 Interest rate risk     

  lending, funding, derivative financial instruments  

  and investment of mismatch funds  -2 1 -1 2

  portfolio of bonds  -85 -105 -84 -104

  Total interest rate risk  -87 -104 -85 -102

       

  equity at 1 January  4,183 3,929  

  interest rate risk limit  188 177  

  Utilisation of limit in percent  46 pct. 59 pct.  

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 differences 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 lending, funding, derivative financial instruments and investment of 
mismatch funds is calculated on a daily basis.

KommuneKredit has an active securities policy which means that it is subject to interest rate exposure on the own portfolio of securities. 
consequently, the interest rate exposure on the portfolio of securities represents the most significant portion of KommuneKredit’s inter-
est rate exposure. the securities policy is conservative with relatively low interest rate exposure. part of the own portfolio of securities is 
managed by external asset managers 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 su-
pervisory authority. in 2009, the own portfolio was converted to shorter tenures resulting in a decrease in the utilisation of the interest 
risk limit which did not exceed the 2008 level in 2009.
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    Group & parent company

 Note (DKK m)   2009 

       

 29 Currency risk     

  Nominal values     

      Derivative  Currency 
      financial  position, 
   Currency Assets Liabilities instruments DKK

  australian dollars auD 0 9 9 0

  canadian dollars caD 0 84 84 0

  swiss francs chf 4,514 12,371 7,857 0

  euro eur 8,629 21,357 12,728 0

  pounds sterling GBp 1 218 218 1

  hongkong dollars hKD 0 1,191 1,191 0

  hungarian forint huf 0 109 109 0

  Japanese yen Jpy 10 13,215 13,205 0

  mexican peso mXn 0 284 283 -1

  norwegian kroner noK 0 3,534 3,534 0

  new Zealand dollars nZD 56 1,577 1,521 0

  romanian lei ron 0 79 79 0

  swedish krona seK 0 651 651 0

  turkish lira try 0 679 679 0

  us dollars usD 3,908 20,171 16,263 0

  south african rand Zar 157 1,500 1,343 0

  Total DKK 17,275 77,029 59,754 0

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 derivative financial instruments. however, for ad-
ministrative reasons, a lower limit has been fixed as to which currency positions are hedged. however, the total net position in foreign 
currency of other currencies than eur may not exceed the equivalent value of DKK 100 million. accordingly, the net position in eur may 
not exceed the equivalent value of DKK 1 billion.

thus, the currency risk limit has been changed compared to 2008 as the limit of the net position of eur has been broadened while the 
limit for investments in securities in other currencies than eur has been reduced. the changes have been made in order to reduce the 
potential currency risk while maintaining the possibility of investing in eur securities. 

the new limits did not affect the actual currency risk in 2009 as the utilisation of the limits is still very low.
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    Group & parent company 

 Note (DKK m)   2008  

       

 29 Currency risk     

  Nominal values     

   Currency Assets Liabilities Derivative  Currency 
      financial  position, 
      instruments 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 0 398 397 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

  swedish krona seK 0 0 0 0

  turkish lira try 0 683 683 0

  us 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

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. inter-
est 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 sys-
tems or as a result of external events.

KommuneKredit regularly reviews all significant business procedures in order to ensure that they are fully updated, complied with and 
comprise adequate controls. written business procedures and reconciliation and control procedures in relevant areas ensure the con-
tinuous 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 is to ensure that the Group can continue its activities if a situation arises which makes it im-
possible to operate at KommuneKredit's address.
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30    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 Directors 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, Kommuneleasing 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 Kommuneleasing in 2009 and 2008.
 KommuneKredit is jointly taxed with Kommuneleasing.
 KommuneKredit manages Kommuneleasing’s investment assets, and Kommuneleasing is funded through KommuneKredit.
 Kommuneleasing has raised funding with KommuneKredit of DKK 2,530 million at year end 2009 and DKK 2,489 million at year end 

2008.
 KommuneKredit receives administrative fees from Kommuneleasing. the fee is disclosed in note 3.
 transactions between KommuneKredit and Kommuneleasing are made on an arm’s length basis

transactions with group enterprises have been eliminated in the consolidated financial statements in accordance with the accounting 
policies used.

apart from this, no other transactions have been carried out with the Board of Directors, Board of management, employees or other 
related parties during the year.

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

32    Accounting estimates and assessments
in the determination of the carrying amount of certain assets and liabilities, estimates are required of the effect 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 unpredict-
able. 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 25-29.

other notes
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other notes

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 exchange rates. the fair value of unlisted financial instruments is also based on 
non-observable data, e.g. currency volatility, correlations between the interest rate curve and foreign exchange rates and option vola-
tilities. 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. for 
a statement of assets and liabilities at level 3, see note 20.

KommuneKredit follows a conservative risk management strategy. consequently, market risks are eliminated when applying derivative 
financial instruments (see notes 25-29).

the net effect on the statement of comprehensive income and equity of changes in the fair value of financial instruments determined 
on the basis of valuation models amounted to DKK -39 million in 2009 compared to DKK 24 million in 2008.

33    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), amendments to standards and in-
terpretations (ifric) which have been adopted by the eu but are not compulsory for KommuneKredit in the preparation of the annual 
report for 2009: ifrs 1 and 3, amendments to ias 27, 32 and 39 as well as ifric 17 and amendments to ifric 9.

in 2009, the iasB issued the following new international financial reporting standards (ias and ifrs), amendments to standards and 
interpretations that have not been adopted by the eu: ifrs 9, ”improvements to ifrs 2009”, amendments to ias 24 and amendments 
to ifrs 1 and 2 as well as ifric 19 and amendments to ifric 14.

KommuneKredit expects to adopt the new international financial reporting standards and interpretations when they become com-
pulsory in 2010, 2011 and 2013, 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 are expected to affect the financial reporting of KommuneKredit.
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