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Kommunalkredit at a Glance

SELECTED PERFORMANCE FIGURES IFRS Austrian GAAP
in EUR m / % (as applicable)

H1 2018 H1 2019 H1 2020 H1 2018 H1 2019 H1 2020
EBIT* 13.8 15.2 19.0 13.5 11.2 9.4
Profit on ordinary activities/ 115 12.1 16.4 8.9 13.7 10.5
Profit for the period before tax
Profit for the period after tax 9.2 11.3 12.0 9.4 14.6 11.3
Cost-income ratio 64.5% 67.0% 59.8% 65.3% 69.1% 71.2%
Return on equity before tax 9.9% 9.1% 10.4% 7.6% 10.3% 6.7%

*Profit for the period before tax adjusted for net result of valuations and restructuring expense.

3
+19.0. »A-«

EBIT Premium portfolio

o @)
20 ®

nationalities 5 9 8
are a visible sign of the diversity ° %

of our corporate culture CIR

4 i
61. 39,

of gross revenues from of gross revenues from
infrastructure and Public Finance business
energy financing



HALF YEAR FINANCIAL REPORT 2020

Awards Green electricity covering

German Brand Award
cfi Winner Europe 1 O O
lJGlobal Award %
of electricity consumption
at the Vienna site

Business Vision Award

A

L /A
EUR 3 5 4m
1 O . 4% Assets under management

Fidelio KA Infrastructure
RoE before tax Debt Fund Europe |

B\ [/
s,
~r
»

o
a

Contribution to

Placement volume 1 2

Sustainable Development Goals

Clear vision. Concise mission.

Being the partner of By concentrating = Expanding our = Boost our capital = Increase EBIT
choice for infrastructure on our core business: product base to EUR 50m

. = |[nvest in talent
investments:

= Developing our = Reduce the cost-

. " = Embrace digitalisation . }
Customer focus fee business & income ratio to 50%

= [ncreasing financing

= Improve our ratin
by more than double P &

" Operational efficiency = Enhancing productivity = Achieve a return

= Strict placement criteria ® Increase our on equity before

= Increasing placements = Boosting profitability underwriting capacity taxes of 10%

by more than triple = Risk-return-centric

= Achieve an attractive
bank management

return on investment

All figures — unless otherwise stated — reported under IFRS.




HALF YEAR FINANCIAL REPORT 2020

Table of Contents

05
06

09

10
11
14
15
16

21

22
26
32
36
38
39

41

42
43
45
46
48
50

60
61
63
66

Infra Banking Experts
Letter by the Chief Executive Officer

Vision. Mission — Always first

The infrastructure specialist
Our business model

Our objectives

Why infrastructure?
Benefit to the community

Group management report

Economic environment

Business review

Assets, financial position and income
Branch office and equity investments
Significant events after the reporting period
Outlook

Interim consolidated financial statements

Consolidated statement of financial position
Consolidated income statement

Consolidated statement of comprehensive income
Consolidated statement of changes in equity
Consolidated statement of cash flows

Notes to the interim consolidated financial statements

Statement by the legal representatives
Report on the review of the condensed interim consolidated financial statements
Appendix: Figures of Kommunalkredit Austria AG according to Austrian Reporting Regulations

Imprint



Infra Banking Experts

(1] Letter by the Chief Executive Officer



RECOGNISING CHALLENGES.
TAKING ADVANTAGE OF OPPORTUNITIES.

Dear stakeholders,

The first six months of 2020 were challenging, but also full of
opportunities. We have all seen the extent and speed with which
economic and social changes impact everyday life. Within just a
few days, life as we had known it for decades was turned upside
down. Due to the spread of the coronavirus throughout Europe
and the rest of the world, drastic but necessary measures were
taken to counter the global health crisis. We are therefore all the
more pleased to have achieved such a strong result in these dif-
ficult times. | would like to sincerely thank our employees and
stakeholders who made this result possible with their dedication
and commitment.

The COVID-19 pandemic clearly showed us how important it is to
have the relevant infrastructure in place and functioning, such as
hospitals and care homes, and how vital a secure energy supply
and powerful communications infrastructure are. These new
circumstances have made these especially sensitive points even
more significant. Everyday life was dominated by social distanc-
ing (remote working/learning) and cutting down to the essen-
tials. At the same time, a digital quantum leap took place. Not
just companies, but private households, too, immediately
needed the necessary digital equipment, including devices and
software, in order to be able to work and study via telephone
and video conferences. At Kommunalkredit, we made the hard-
ware and digital applications available to our employees immedi-
ately, who in turn used the equipment efficiently and profes-
sionally to maintain the operative stability of the bank at all
times. This rapid digitalisation, however, also made it clear to us
that personal meetings would always remain important in order
to swiftly and accurately process information and data and to
share them with the relevant recipients.

In some cases, governments and central banks reacted quickly to
the crisis with financial instruments and measures. Flexible
working models, such as holiday leave and furlough schemes,
were deployed to counter the collapse of individual sectors of
the economy. During the lockdown, Kommunalkredit was able
to maintain its ability to act without restrictions thanks to
employees working from home.

Globally, the intensity and duration of the measures had notice-
able economic impacts that will continue to be felt throughout
the second half of 2020. Infrastructure will become even more of
a focal point, not just as an asset class, but also as an essential
factor for modernising and realising agendas such as digitalisa-
tion and the Green Deal. This will include the creation of jobs and
the future orientation of our service-centred society. This focus
on infrastructure and energy financing affirms the strategic path

chosen by Kommunalkredit — consistently, resiliently and sus-
tainably. The bank operates in a sector that has proven to be
largely crisis-resistant in the past. In comparison with corporate
financing, financing in these areas is usually associated with low
default rates and stable recovery rates that are largely indepen-
dent of economic cycles. As a result of the current health crisis
and its impacts on the real economy, the maintenance and mod-
ernisation of supply, transport and social infrastructure will be
at the very top of the agenda of both developed and developing
countries, meaning that these areas will become even more
relevant.

Our half-year results confirm this direction: at EUR 490.1m,
the volume of new business was on a par with the first half of
2019. With a 25% increase in EBIT year-on-year to EUR 19.0m,
the loss from the end of the service level agreement with KA
Finanz AG in 2019 was more than compensated for despite the
impacts of the COVID-19 pandemic. Our infrastructure and
energy financing business and our public finance business
contributed 60.6% and 39.4% respectively to gross income. The
cost-income ratio declined to 59.8% in this still tense period
of low interest rates and a return on equity before tax of 10.4%
(7.6% after tax) was generated (all figures acc. to IFRS). Kommu-
nalkredit’s CET 1 capital amounts to EUR 313.7m, the CET 1 ratio
is a solid 18.4%. Our non-performing loan (NPL) ratio remains
at 0.0% — as it has since privatisation back in 2015.

We pursue a business approach based on close cooperation with
established partners and our customers (originate and collab-
orate) and we pay particular attention to our ability to place our
transactions on the international financing market. The volume
placed with insurers, asset managers and banks in the first two
quarters was EUR 185.0m (H1 2019: EUR 111.4m). Thanks to
the infrastructure fund (Fidelio KA Infrastructure Debt Fund
Europe 1) established in 2018, we are also capable of offering
our business partners access to infrastructure and energy financ-
ing through an asset management solution. The first fund had its
final closing at the end of February 2020 with a volume of around
EUR 350m, outstripping the original target volume of EUR 150m
by a wide margin.

Despite the downturn in the macroeconomic environment,
Kommunalkredit’s portfolio proved crisis-resistant — this was also
reflected in the moderate increase in risk provisions of 21.7% as
of 30 June 2020 to EUR 5.6m (31/12/2019: EUR 4.6m).

We aim to continuously strengthen our capital base, thus allow-
ing us to mobilise more sustainable investment in infrastructure



that meets ESG criteria. This approach has gained international
interest. Recognition from renowned infrastructure magazines
(Business Vision, Capital Finance International, 1JGlobal, Project
Finance International) affirms the strategy we have chosen to
pursue. Recently we have received awards from Proximo and
1JGlobal and have leapt into the top 15 most important infra-
structure financiers in the EMEA area in the current ranking
of the Inframation Loan League Tables Europe. In the middle of
June, we were delighted to accept the marketing award with the
highest reach in German-speaking Europe, the German Brand
Award, for our online banking portal KOMMUNALKREDIT INVEST.

The second half of the year promises more excitement. The
supportive fiscal and monetary policy course will be maintained
in order to secure a sustainable recovery. Yield curves will remain
flat and differences in interest rates between currencies will
remain low. This will make it all the more difficult for banks to
make interest income lucrative and provide credit at a profit.
Banks will have to turn to alternative finance products and adapt
business models. Linking Kommunalkredit’s originate and collab-
orate approach with its infrastructure fund platform provides
plenty of flexibility, confirming our strategy as a specialist in
infrastructure financing.

Europe will have to move closer together to make the most of
the opportunities this crisis presents. The Green Deal introduced
before the outbreak of the pandemic was already an important
step in pointing Europe in the right direction for the future, both
economically and sustainably. With the agreement on the re-
covery fund totalling EUR 1.8bn reached in July, the EU member
states have set the course for reinvigorating the economy.
However, a good portion of courage and vision are still required
to implement the steps purposefully.

Economic and social impulses will have to be more focussed to
increase their positive impacts at a local, regional, national and
international level. As part of our KOMMUNALE SOMMER-

GESPRACHE (Municipal Summer Talks) — an event that has been
held jointly with the Austrian Association of Municipalities for
15 years — we will work on solutions and discuss the challenges,
experiences and opportunities associated with this crisis to-
gether with stakeholders from the worlds of politics, business,
science and media. The business and finance system must step
up now to create an economic and social foundation that
will provide sustainable public services and let us look securely
to the future.

Kommunalkredit is ready and willing to take responsibility in this
area. The bank recognises that it can make an important con-
tribution to the economic recovery with our expertise. And it is
the skills and commitment of our employees in particular that is
a vital aspect of our success. In August we bolstered our second
management level to acknowledge this. We appointed another
Executive Vice President (Generalbevollmachtigte) with Claudia
Wieser, giving the Executive Board three experienced profes-
sionals to provide direct support. With these measures, we are
consistently pushing the strategic development of our company
forward and strengthening our impact as an agile and innovative
institution.

There can be no doubt that 2020 will remain a challenging year.
Nevertheless, we want to continue to grow. We are confident
that we can improve earnings again, improve our key figures
further and keep the NPL ratio at 0.0%. We continue to strive
for a high level of diversification, are constantly optimising our
ability to act and react and are expanding our team of talented
professionals. This puts us in an excellent position to achieve
the goals of the strategy programme started in 2018. With
50150110, we aim to increase the EBIT to EUR 50m, reduce the
cost-income ratio to 50% and generate a return on equity of
10% by 2022. (All figures pursuant to the Austrian GAAP.)

We have an opportunity to make something out of this crisis.
Let’s take advantage of it. For us and the generations to follow.

Best regards,

it

Bernd Fislz

Chief Executive Officer
Kommunalkredit Austria AG

Vienna, August 2020
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ALWAYS COMMITTED.

The infrastructure specialist

Kommunalkredit is the specialist for infra-
structure and energy financing. Our aim is
clear: we want to establish ourselves as a
leading name in the European infrastruc-
ture market. Our mission: we are a small
and agile institution focusing on the imple-
mentation of sustainable financing and
subsidy transactions — not only as a leader
in our domestic market, Austria, but also
as a powerful player throughout Europe.
Working in partnership with our customers,
we create value that sustainably improves
people’s lives. Our goal is to use our busi-
ness model to achieve ongoing improve-
ments in the standard of living of the general public. At the same
time, we give our investors the opportunity to generate substantial
returns in the long run.

f’ 2019
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ESG
INFRASTRUCTURE
FINANCE

WINNER EUROPE
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Direktbanken
¥omm it

BORSIANER

The positive feedback from our business partners, customers,
competitors and industry media serves as confirmation to us that
we are on the right track in our quest to position the bank for infra-
structure and energy financing as well as public finance.

Our vision

BEST LT R

#2019 AWARDS \

. WINNER

MOST SUSTAINABLE
INFRASTRUCTURE PROJECT PARTNER

b+

3 This is also reflected, by way of example, in the sustainability
awards we have received: first of all, the international plat-
form “Capital Finance International” singled us out as the
“Best ESG Infrastructure Finance Europe 2019”. Second,
“Business Vision” crowned us the “Most Sustainable Infra-
structure Project Partner Central Europe 2019”. In addition,
Proximo awarded the “Allego — charging stations for electric
vehicles” project, in which we assumed a leading role as the
structuring, arranging and lending bank, the title of “EMEA
EV Charging Deal of the Year”, with lJGlobal granting the
very same project an award in the “European Innovation”
category. The marked year-on-year improvement in our
ranking in the Inframation Loan League Tables Europe is also
particularly encouraging: Kommunalkredit now comes in
11th, moving up the table by more than 30 places and highlighting
our reputation as an infrastructure and energy specialist, even in
times of global crisis. At home, the renowned business magazine
“Der Borsianer” put us in third place in the “Direct Banks”
category. And our online investment portal for private individuals,
KOMMUNALKREDIT INVEST, won the “German Brand Award”
in the “Excellent Brand — Banking & Financial Services” category in
mid-June.

&

We will become the most agile and nimble infrastructure bank in Europe, helping to
create a better world. We combine sustainable and responsible investments with

attractive returns.

Our mission

We are always first when it comes to delivering outstanding results with speed and
[ precision. We take always first as an obligation to get better every day.

We provide benefit to the community

= We help to create a better world by enabling the development of sustainable infrastructure
that improves the quality of people’s lives — not just for ourselves, but also for the coming

generations.

= We see infrastructure investments as a powerful tool for answering social needs and

fundamentally increasing the general well-being of communities.

= We provide tangible benefits to the population at large:
- Economic dynamism
- Urban development and renewal
- Strengthening rural areas
- Job creation
- Social cohesion
- Measures to combat climate change

= We focus on providing a secure, stable and sustainable yield to our investors.
= We are the partner of choice for a long-term commitiment. /e

10



ALWAYS SUCCESS-DRIVEN.
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Our business model

The specific structure of Kommunalkredit’s business model means
that it is associated with a low risk: we act as a point of contact for
both corporate and financial sponsors active in the construction,
acquisition and/or operation of infrastructure and energy projects.
And we are on hand to assist the public sector not only when it
comes to advice on, but particularly also the financing of, invest-
ments in the public finance business. Our focus: we deliver sustain-
able benefits to the community by impacting key issues including
economic growth, the strengthening of rural areas, job creation,
social cohesion and climate protection.

We combine in-depth industry expertise and structuring know-
how to provide tailor-made solutions for our clients with speed
and precision. We have strong relationships with both local author-
ities on the one hand and international clients and investors on the
other. We make use of our ability to create solid value by providing

flexible financing solutions across all layers of the capital structure
— spanning all areas of the ESG (Environmental/Social/Govern-
ance) landscape. We are supported in our endeavours by two
international owners with a long-term focus.

We provide an extensive range of products, from financial advisory
services to structuring, arranging and underwriting of debt and
subordinated capital as well as asset management through our
Fidelio KA Infrastructure Debt Fund platform.

We enable the implementation and operation of infrastructure
assets by matching the financing needs of project sponsors and de-
velopers with the growing number of investors seeking sustainable
investment opportunities such as insurance companies, pension
funds and asset managers. Our infrastructure and energy portfolio
spans a broad range of different segments.

What sets us apart from our competitors

= Qur unique combination of in-depth industry expertise and structuring know-how

combined with the financing capabilities of a bank.
= Qur access to a captive asset base and investors.
= The strong track record of our senior team in managing growth and risk
when it comes to expanding business.
= Qurinvestments in the development of our employees.
= Qur expertise in calculating risk appropriately and providing our sponsors
with competent advice.
= Qur expertise in turning economically sustainable projects into a profitable reality.
= The benefits of an agile bank: nimble, flexible, solution-driven and goal-oriented.

Our investment segments

Energy & Communication & Transport Social Natural
Environment Digitalisation Infrastructure Resources
4 '@ =
Energy supply & Broadband Roads, bridges, tunnels Nurseries, schools, LNG terminals
distribution Fibre optic Airports, ports universities Pipelines
Renewable Energy Data centres Waterways Hospitals, nursing homes Storage
Water supply & treatment Rail/light rail, Court buildings and
Waste Management & rolling stock correction facilities

disposal Administrative buildings

11
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Our country strategy

Successful projects in our core markets provide the foundation
for our dedicated approach in Europe's infrastructure and
energy market. We mainly operate in the member states and
associated countries of the European Union.

4
Energy &
Environment

Communication &
Digitalisation

Transport

@

HER

Social Infrastructure

&

Natural Resources

Portugal
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United Kingdom

France

Spain

Netherlands

Belgium
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ALWAYS AMBITIOUS.

Our objectives

Kommunalkredit launched its strategic programme back in 2018, setting out
clear and ambitious targets. Investing in sustainable infrastructure and energy
security allows us not only to establish long-term customer relationships,

but also to generate attractive returns in the process, thereby strengthening
our market position.

1 What is our goal? How will we achieve

this goal?
We aim to establish Kommunalkredit as partner of choice for We focus on our core business. We live customer centricity
infrastructure investments and, as a result, a leading player in and focus on operational efficiency in keeping with the ESG
the European infrastructure market. The generation of at- (Environment, Social and Governance) criteria and clearly
tractive returns and the sustainable environmental deploy- defined placement criteria in line with the requirements of
ment of capital are for us two sides of the exact same coin. our partners in terms of returns.

How do we aim to improve
in our core business?

By gradually broadening our product range, growing the fee
business and improving productivity and profitability on an on-
going basis. We focus strongly on risk-adjusted returns and
sustainable investments.

What do we need Why is this attractive

to achieve this? to our shareholders?
We aim to continuously strengthen our capital basis. This will We aim to increase the EBIT to EUR 50m, reduce the cost-in-
allow us to mobilise more capital for sustainable use in infra- come ratio to 50% and generate RoE of over 10% by 2022.
structure that meets ESG criteria and to benefit from econ- All these achievements will result in an attractive Rol.

omies of scale. We invest not only in our employees, but also
in process digitalisation. We are committed — like in 2019 —
to improving our rating.

14



ALWAYS RELEVANT.

Why infrastructure?

Infrastructure by its very nature is essential to the efficient functioning of society. The quality of
infrastructure has a positive effect on economic growth, at local, regional, national and global
levels. The latest global health crisis has illustrated yet again just how essential well-functioning
infrastructure is for social and economic well-being. By giving communities improved access to
essential services such as water, secure energy grids, powerful communications infrastructure,
state-of-the-art hospitals and care homes, the standard of living of the public will be improved
sustainably. Infrastructure remains an essential backbone of the world’s developed markets,
while also allowing emerging markets to make the leap to prosperity.

Infrastructure will always
be relevant

Climate change and the increasing short-
age of fossil fuels increase the need for
solutions for sustainable energy supplies.
Reducing CO2 emissions is not only a de-
clared aim, but is now the subject of legis-
lative initiatives. This challenge is an abso-
lute top priority across the globe and will
have a direct impact on infrastructure in
every single country. In addition, devel-
oped countries also need to maintain and
upgrade their existing utility, transport and
social infrastructure assets to cope with
the demographic shift towards an ageing
population and provide them with living
conditions that meet their needs. In
emerging countries with high demographic
growth rates, infrastructure is crucial to
sustained and balanced development.

High demand for
investments in Europe

Demand for investment in infrastructure
remains high. In addition to the original
plans of the European Investment Bank
(EIB) to inject an additional EUR 500bn into
the real economy by the end of 2020, the
European Commission proposed a Euro-
pean recovery plan at the end of May 2020
to drive the recovery process in the after-
math of the COVID-19 crisis. It provides for a
seven-year European Union (EU) budget of
EUR 1,850bn.2 This will not, however, go far
enough as to close the investment gap in the
EU. There is a particular need for investment
in energy — the focus being on renewable
energy —, transport, social infrastructure
and communications/digitalisation. Given
the status quo, the public sector will increas-
ingly have to embark on the necessary
investment projects hand-in-hand with
private-sector companies.

Increasingly recognised as
an asset class

The way in which infrastructure projects
are financed has changed significantly in
recent years. On the one hand, the finan-
cial latitude of the public sector is decreas-
ing due to government debt and budget
caps, which is causing a shift from conven-
tional budget finance to private funding.
On the other side of the equation, institu-
tional investors are increasingly seeking
out alternative investment opportunities
due to the pressure on returns from con-
ventional investments as well as regulatory
requirements. Infrastructure investments
are proving increasingly popular and repre-
sent an attractive asset class of their own
with stable returns.

15
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Low default and high
recovery rates

Compared with corporate financing, infra-
structure and energy financing is a stable
investment, with recovery rates that are
largely independent of economic trends
including a low default risk. In the period
from 1983 to 2018, average default rates
over the entire project term in the infra-
structure (3.2%) and energy (4.1%) sectors
were several times lower than in the
manufacturing industry (21.3%).2 At the
same time, recovery rates on infrastruc-
ture investments average 72%.* Among
Kommunalkredit’s focus industries, re-
covery rates come in between 60% and
80% (for infrastructure, telecoms) or be-
tween 80% and 100% (power).®

1 EIB - European Investment Bank: Investment Plan
for Europe, July 2018.

2 European Commission — The EU Budget Powering
the Recovery Plan for Europe, 27/5/2020.

3 Moody’s Investors Service: Default and Recovery
Rates for Project Finance Bank Loans 1983-2018,
9/3/2020.

4 Moody’s Investors Service: Infrastructure Default
and Recovery Rates 1983-2018, 6/8/2019.

5 Moody’s Investors Service: Default and Recovery
Rates for Project Finance Bank Loans 1983-2018,
9/3/2020.
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ALWAYS SUSTAINABLE.

Benefit to the community

As a specialist bank for infrastructure and energy financing, Kommunalkredit provides tangible
benefit to the community. We help to create a better world by enabling the development

of sustainable infrastructure that improves the quality of people’s lives. Investments in
infrastructure serve as a powerful tool for answering social needs and fundamentally increasing
the general well-being of communities. Efficient infrastructure bolsters economic momentum,
encourages urban development, gives regions a new lease of life, helps to curb the population
drift to the cities, creates jobs, promotes social cohesion and is an indispensable part of the
fight against climate change. It meets the needs of today’s generation and creates

opportunities for the generations to follow.

Sustainability as a key component

* K % The concept of sustainability is firmly embedded in
{f 7 Kommunalkredit’s business model and processes.
; Back in 1997, we became the first financial services
v provider in Europe to establish an EMAS (Eco-Man-
EMAS agementand Audit Scheme) environmental manage-

ment system and we have been enhancing it to cre-
ate a holistic sustainability management system ever
since. The fact that we became the first Austrian issuer of a Social
Covered Bond in 2017 pays testimony to just how important sus-
tainability is to us.

GEPROFTES
UMWELTMANAGEMENT
AT-000293

We actively address the key global and local infrastructure trends.
We have a comprehensive view of the private sector’s responsibil-
ity when it comes to doing its bit for prosperity and core ethical
values within society. Sustainable business —i.e. operating respon-
sibly in economic, social and ecological terms — and core ethical
values form the basis for our activities.

ATEAUSTRIA Our subsidiary Kommunal-

kredit Public Consulting (KPC) also makes a key
contribution to the sustainable implementation of
environmental and climate protection projects on both a national
and international scale. It develops and implements environ-
mental as well as energy support programmes. The “Climate Aus-
tria” initiative, which allows CO; emissions to be offset voluntarily,
was established by KPC back in 2008. It also provides the advisor to
the Austrian representative in the Green Climate Fund (GCF). This
climate fund provides funding for projects designed to help reduce
greenhouse gas emissions and to allow developing countries to
make the adjustments they need to make in response to climate
change. In addition, KPC contributes towards the development
and spread of advanced environmental and technological stan-
dards through a wide variety of international consulting projects in
the areas of water management, energy and climate finance.

16

Sustainability as a joint contribution

Kommunalkredit has sustainability ratings from renowned
agencies. imug (consultancy firm for social and ecological innova-
tion and investment research), for example, assigned a rating of
“very positive” to Kommunalkredit’s covered bonds; the perform-
ance of the bank was rated “positive”. These sustainability ratings
are reviewed and evaluated at regular intervals.

imug | imug

OFFENTLICHE PFANDBRIEFE

RATING 2019
VERY POSITIVE A

The path we have carved out for ourselves is also reflected in two
sustainability awards we have received: “An organisation that puts
sustainability at the centre of its business model and its activities
and, with current projects in the fields of energy, the environment,
social infrastructure, communications and transport, shows that
real sustainability can be more than just a noble aim.” This is how
the jury of the international “Business Vision” platform, which be-
came aware of Kommunalkredit after we were nominated by inter-
national stakeholders, explained the rationale behind its decision
to award us the title of “Most Sustainable Infrastructure Project
Partner 2019 (Central Europe)”.

“Capital Finance International” also bestowed the title of “Best
ESG Infrastructure Finance 2019” on Kommunalkredit. Capital Fi-
nance International explained its decision by pointing to Kommu-
nalkredit’s three-pronged approach to tackling social, ecological
and economic issues, as well as its strong social commitment,
allowing it to promote climate protection.

The annual Sustainability Report focuses on providing information
on the impact the company has on the economy, the environment
and society at large. The Sustainability Report is subject to an inde-
pendent external review based on GRI Standards (Global Repor-
ting Initiative) and EMAS, as well as I1SO 14001, and is available at
www.kommunalkredit.at.



Sustainability as a global challenge

17 goals will change the world as we know it today. In September
2015, all of the attending heads of state and government at the
United Nations General Assembly adopted the resolution
“Transforming our World: The 2030 Agenda for Sustainable
Development”. This agenda comprises a political declaration,
17 Sustainable Development Goals and 169 targets for the period
from 2016 to 2030, a package of measures for implementing the
goals and a system for measuring and monitoring the progress
made. The Sustainable Development Goals (SDG) set out inten-
tions that will allow us to tackle the complex global challenges of
our time together and leave behind a world that is worth living in
for future generations. They give equal consideration to eco-
nomic, social and environmental aspects.®

One of the biggest global challenges facing us is climate change.
This process of change will require extensive investment, particu-
larly in the areas of infrastructure and energy. With our Energy &
Environment, Social Infrastructure, Communications & Digitalisa-
tion, Transport and Natural Resources investment segments, we
at Kommunalkredit are exploiting the opportunities that are aris-
ing as a result and facilitating sustainable infrastructure projects
to improve quality of life. The comprehensive approach to sus-
tainability is one that we put into practice both within our Group
and in our day-to-day collaboration with our stakeholders. It pro-
vides the framework for making the ESG strategy (Environment,
Social and Governance) a firm component of our corporate
culture.

HALF YEAR FINANCIAL REPORT 2020

Kommunalkredit used a materiality analysis to evaluate whether
the areas of “sustainable products”, “price policy and conditions”,

“added value for society”, “indirect impact” and “product port-
folio” are balanced with regard to the three pillars of sustainabil-
ity — economical, ecological and social. The areas of “business
ethics” (legal and regulatory framework, compliance, data pro-
tection and client satisfaction), “employees” (initial and further
training, motivation, health ...) and “operational ecology” were
also put under the microscope.

The analysis determined a series of ESG/SDG criteria that are
being achieved with the help of the activities of Kommunalkredit
and Kommunalkredit Public Consulting (KPC). We are currently
in the process of preparing an in-house ESG catalogue that
will allow us to evaluate future projects from this angle. Since
2012, a sustainability check is already being performed for
every potential transaction to evaluate the ESG equirements, as
well as a thorough check during each credit approval process.
Kommunalkredit not only wants to set a good example in this
regard, but also aims to establish itself as a trendsetter for debt
financing.

6 Contributions of the Federal Ministries to the implementation of the 2030
Agenda for Sustainable Development by Austria, 2016.

Our action plan for sustainable development - status quo

1 Theaim

The aim is to provide high-quality, depen-
dable, sustainable and resilient infrastruc-
ture that accounts in particular for the
challenges posed by climate change.

3 The Sustainability Check

We feel bound by the UN’s 2030 Agenda and have integrated it into our
corporate culture. For each infrastructure project, we identify how com-
pliant it is with SDG criteria and which direct and indirect effects it will
have on the environment and society. We are currently making contribu-

tions to the following goals:

PARTNERSHIPS
FOR THE GOALS

1

2 What are we doing for it?

To this end, we concentrate

on our investment segments:

= Energy & Environment

= Communication & Digitalisation
=  Transport

= Social Infrastructure

= Natural Resources

2 RESPONSBLE CLIMATE
ACTION

GOOD HEALTH
AND WELL-BEING

QUALITY
EDUCATION

DECENT WORK AND
ECONOMIC GROWTH

M

SUSTAINABLE
DEVELOPMENT

G<:ALS
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Creating a better everyday life

We bring people together —in schools and universities, in care homes and
hospitals, in railway stations and on roads. We help to ensure that renewable
energies are available to use in as many areas as possible. We create value.

We participate in the education
of around 1,100 students.

We support infrastructure development, We are developing the refuelling
financing over 480 km of roads. infrastructure for electromobility with around
10,400 charging stations.
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. ',/H - - ,."r’f’ e\ ' /
We enable transport solutions We have created support institutions for
for 27 million passengers per year. around 1,500 patients.

N\ % '\.:- £

We create accommodation for more than We enable around 2.7 million households
8,300 elderly and disabled people. to use renewable energy each year.

W\
We contribute to eliminating We supply drinking water
2.4 million tonnes of waste. to 7 million people.
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Economic environment

CONFRONTING THE CRISIS. SHOWING RESILIENCE.

Back at the start of 2020, the coronavirus was a regionally contained incident
that had no major impact on the rest of the world. The spread of the COVID-19
pandemic throughout Europe and worldwide in March 2020, however, meant
that all economic forecasts went out of the window. The measures taken to
combat the pandemic have sent economic output plummeting across the globe.

The impact of COVID-19

The world is currently in the midst of the most severe economic
crisis witnessed in post-World War Two history. And it is preparing
for a fresh start. COVID-19 has hit the world with full force. More
than half a million people? lost their lives in the first six months of
2020, a figure that is likely to have been considerably higher if the
majority of governments had not taken stringent measures very
quickly. Unprecedented restrictions were imposed on freedom of
movement, public and, as a result, economic life. Economic activity
was shut down completely in a number of sectors (leisure, tour-
ism, the restaurant trade, transport, the service industry, etc.).
Other systemically relevant sectors of the economy — in particular
healthcare, but also telecommunications and supply chains —
struggled to get to grips with the situation, which was too much to
handle using the resources available to some countries. The pan-
demic came hand-in-hand with economic turbulence and drastic
job losses. In numerous countries, gross domestic product (GDP)
contracted by more than 20% during the lockdown period.® The
economic implications are putting a particular strain on countries
with a high debt ratio.

In addition to comprehensive measures which were essential from
a public health perspective, rapid and far-reaching monetary and
fiscal policy measures have also been defined, particularly in Eu-
rope and the USA, to cushion the blow to the real economy. Social
and financial safety nets were put in place within a very short
space of time. Central banks and supervisory authorities alike took
firm action to avert a financial crisis. The US Fed (Federal Reserve
Bank) drastically slashed its key interest rates to a range of be-
tween 0.00% and 0.25% in the middle of March 2020. It confirmed
this ultra-expansionary course at its most recent interest rate
meeting and is likely to stick to its zero interest rate policy over the
next few years. At the same time, the Fed started buying up cor-
porate bonds with a volume of EUR 380m in March as part of an
emergency programme designed to safeguard liquidity and sta-
bility on the financial markets. The European Central Bank (ECB)
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has left the base rate for its deposit facility, which it set at -0.50%
back in September 2019, unchanged. The aim is for banks to con-
tinue to ramp up lending to the corporate sector and private
households in order to boost the economy. At the same time, the
ECB announced additional asset purchases of EUR 120bn in mid-
March before increasing them shortly afterwards to a total volume
of EUR 1,350bn° under the PEPP (Pandemic Emergency Purchase
Programme).

Measures were also taken simultaneously to make the condi-
tions for longer-term bank refinancing operations (TLTRO IIl) more
attractive, a series of non-targeted pandemic emergency longer-
term refinancing operations (PELTROs) were launched and addi-
tional short-term refinancing operations were offered for the
transition period leading up until the next TLTRO Il tender to
ultimately ensure favourable refinancing and sufficient liquidity
for banks. Banks were also granted relief regarding the utilisation
of existing capital and liquidity buffers in order to maintain the
credit supply to the real economy. This also involved temporarily
loosening the regulatory requirements regarding the capital ratios
defined by the Pillar 2 Guidance together with the capital con-
servation buffer and the countercyclical capital buffer, and
allowing institutions to fall below the liquidity coverage ratio (LCR)
if need be.

Falling numbers of COVID-19 infections and associated measures
to ease the restrictions are allowing public life to normalise to a
certain degree, although the term “normalise” is to be used with
some caution. The question as to how the global economy will
react to the easing measures will depend, among other things, on
whether we are hit by further waves of infection.

7 World Health Organization, Dashboard.
8 OECD: Economic Outlook, Volume 2020/1.
9 ECB - European Central Bank: Press release, 4/6/2020.



Even before the outbreak of the COVID-19 pandemic, the economy
was already at risk from the establishment of further trade barriers
(phase of de-globalisation), persistent uncertainty regarding the
consequences of Brexit, and the actual effect of the political
measures planned to prevent an intensification of the economic
slowdown in China.

The outbreak of the virus sent global economic activity on an
abrupt downward spiral, sparking a dramatic slump in production,
spending, demand and employment. This translated into signifi-
cant revenue losses, dwindling consumer confidence and rising
unemployment, developments that caught small and medium-
sized enterprises in the service industry, in particular, unprepared.
The impact on the individual sectors also varies depending on the
extent to which they were affected by the measures to contain the
virus.

Rescue measures were taken, in particular in a quest to safeguard
jobs and investments, to support incomes and to allow the labour
market to recover and pave the way towards a sustainable econ-
omic recovery. The European Commission expects the economies
of the 19 eurozone states to shrink by 8.7% in 2020, with the EU
economy set to contract by 8.3%.%° If we are hit by a second wave
of the virus, then the OECD predicts that GDP will drop by 11.5% in
the eurozone, 8.5% in the USA and 7.6% at global level.**

GDP growth in %

Eurozone

2018

M 2010

. 2020 Single-hit scenario
2020 Double-hit scenario

The major Eurozone economies have had to pay a high price, with
estimated production losses of between 25% and 30% compared
with normal economic activity. The slump in the service sector
(particularly in areas that require direct contact between providers
and customers), interruptions in automotive production due to
disrupted supply chains and the partial standstill in the construc-
tion industry caused a drastic drop in GDP and, as a result, a slump
in investment activity. Assuming, however, that the continent will
only be hit by one wave of infection (single-hit scenario), Europe is
further down the road back to normality than any other region. In
the aftermath of a severe recession, however, any recovery is as-
sociated with substantial risks. A clear fiscal policy response will be
essential in order to contribute to a supportive stance and foster a
dynamic economic recovery in the eurozone.

Germany is facing a deep recession, with GDP tipped to fall by
6.6%. Although the fast action taken to safeguard against the virus
helped to mitigate the economic downturn, uncertainty and lower

23

demand in key sectors have left a significant mark on corporate in-
vestment and export activity. France expects to see real GDP drop
by 11.4%. Despite the increased use of furlough schemes, unem-
ployment will reach a high of 12.4%. The crisis has also illustrated
that France needs to move more quickly with measures to expand
its hospital and testing capacities. In terms of infection figures,
Italy was one of the hardest hit countries in Europe. GDP is pre-
dicted to fall by 11.3%. While industrial production is already start-
ing up again, the recovery in the tourism sector and in consumer-
related services is likely to be a sluggish one.

A study conducted by the British research group Economist Intelli-
gence Unit*2 confirms Austria’s excellent performance in managing
the COVID crisis. Together with Germany, Austria comes in in sec-
ond place behind New Zealand. Economic activity has picked up
speed again thanks to the gradual easing of restrictions from mid-
April onwards. As a result, GDP looks set to decline by a relatively
moderate 6.2%. The economic recovery will nevertheless take
time, with unemployment likely to drop only gradually and produc-
tion expected to continue to languish below the pre-crisis level
until at least the end of 2021.%3

The economic climate of the United Kingdom in 2019 was domi-
nated by the political debate surrounding the solution of Brexit.
The nationwide lockdown on 23 March 2020 brought day-to-day
economic life in the United Kingdom to a standstill. GDP is pro-
jected to fall by 11.5%. Rapid moves to introduce income support
measures, state loan guarantees, tax deferrals and an improved ar-
bitration mechanism as an alternative to insolvency are designed
to keep the country’s economic engine alive. In light of this situ-
ation, there has been talk on a temporary extension of the existing
trade relations with the European Union (Brexit).

The COVID-19 pandemic brought the most prolonged economic
upswing in the history of the USA to an abrupt end. As recently as
in 2019, the USA was economically the most dynamic region from
a global perspective with the longest period of economic expan-
sion it had ever seen. In the first quarter of 2020 alone, GDP con-
tracted by 5.0% while the unemployment rate soared (coming in at
15% in April), putting a damper on consumer demand. Private
households and companies alike have, however, been fairly well
protected thanks to the large-scale action taken on the monetary
and fiscal policy side.

Due to the existing trade conflicts between China and the USA,
economic growth in the Middle Kingdom had already dwindled to
6.2% in 2019. As the country where the pandemic originated,
China expects its GDP to have dropped by around 2.7% at the end
of the year. At the same time, however, the country is continuing to
push ahead with large-scale road transport, rail, telecommunica-
tions and energy projects in order to maintain growth.*

10 European Commission: Summer Forecast, 7/7/2020.
11 OECD: Economic Outlook, Volume 2020/1.
12 Economist Intelligence Unit: Press release 7/6/2020.
13 OECD: Economic Outlook, Volume 2020/1;
all figures are based on the assumption of a single-hit scenario.
14 OECD: Economic Outlook, Volume 2020/1;
all figures are based on the assumption of a single-hit scenario.
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The global outbreak of the COVID-19 pandemic in March 2020 and
the associated restrictions sent share prices nosediving on the in-
ternational financial markets. As mentioned earlier, central banks
and governments have taken extensive monetary, fiscal and econ-
omic policy measures to counteract the slump. These include both
rescue packages running into the billions that were adopted at
short notice to support the economy as well as various regulatory
relief measures passed by central banks and supervisory author-
ities. The fairly marked recovery in share prices does not, however,
reflect the severity of the macroeconomic situation. The medium-
and long-term effects of these aid programmes are still impossible
to estimate from our current standpoint.

In retrospect, banks had a stronger position going into the current
crisis due to their experience of the financial crisis of 2008/2009
and the associated regulatory and supervisory measures imposed.
The lessons learned from the financial crisis had left the banking
sector with sufficient equity, adjusted loan portfolios and a solid
refinancing base. Coupled with the regulatory relief provided in
the current situation, the scope for lending and operating banking
business has been increased. These are all measures designed to
strengthen financial stability.*®

The European infrastructure market in the
first half of 2020

At the end of 2019, the expectations for 2020 were positive
through and through. The European market for infrastructure
financing proved to be robust with a total volume of EUR 194bn,
down by only around 8% on the absolute boom year of 2018. At
the same time, the absolute number of transactions concluded
rose by 6% to a total of 921 projects.’® The reduced average size of
the transactions resulting from this is reflective in part of a higher
share of mid-sized deals, which in turn entails greater compatibility
with Kommunalkredit’s strategic focus.

This initially positive underlying sentiment also characterised the
first two months of 2020. A high level of liquidity on both the
equity and the banking side coupled with the prospect of favour-
able interest rates persisting led to a number of significant green-
field, brownfield®/M&A transactions and refinancing deals.
Within this environment, Kommunalkredit, too, was able to make
use of its expertise and customer loyalty, for example in the refi-
nancing of Deutsche Glasfaser (telecommunications).

By the beginning of March, it was becoming increasingly clear that
even the fundamentally robust infrastructure market was facing
real challenges due to COVID-19. A number of deals that were al-
ready at advanced stages involving substantial transaction vol-
umes in markets that are considered stable, such as Germany (for
example, the takeover of the fibre-optic provider inexio and subse-
quently of Deutsche Glasfaser by the Swedish company EQT Infra-
structure and the Canadian pension fund Omers), the Netherlands
(the refinancing of two power plants by Castleton Commodities In-
ternational) or France (the expansion of the next section of motor-
way on the Route Centre-Europe-Atlantique) were basically com-
pleted by employees working from home already. The general
uncertainty surrounding how long the COVID-19 measures would
last, huge restrictions on mobility and high levels of volatility on
the financial markets resulted in a temporary drop in the number
of new transactions.

It was during this phase that the varying impact on individual sec-
tors came to the fore: while transport was the hardest hit sector
(share in H1 2019: 35% | H1 2020: 21%), digital infrastructure, in
particular, proved to be more than just crisis-resistant (share in H1
2019: 8% | H1 2020: 26%). A number of large-scale transactions in
this sector played a key role in explaining why the total volume in
the European infrastructure market came to EUR 89.6bn in the first
half of the year, which is actually up slightly in a year-on-year com-
parison (EUR 87.4bn). These transactions include projects such as
llliad-FTTH in France, Altice-FTTH in Portugal and Deutsche Glas-
faser. At the same time, the cancellation or postponement of
brownfield/M&A transactions had a significant impact, as corre-
sponding valuations were impossible to maintain due to lost in-
come (for airports, toll roads). As a result, a number of banks were
more or less “closed for new business”, rendering large underwrit-
ing projects impossible.

Transaction volume by sector®®

1% 2%

, 18%

H12018 H12019

1% 2%

i A

A

. Environment

. Energy

H1 2020 . Renewable energies

. Social infrastructure

Transaction volumes broken down into o
Telecommunications

. Transport
Other

greenfield, brownfield and refinancing *
in EUR bn
2%
150

15 Oesterreichische Nationalbank: 39th Financial Stability Report, 14/7/2020.
16  All figures in this section provided by Inframation — An Acuris Company.
. Refinancing 17 Greenfield projects are new infrastructure assets built “on greenfield land”.
. . Depending on the sector/characteristics, they are characterised by construction
Greenfield phases of varying length and by a variety of financing requirements up until the
. Brownfield time of operation.
18 Brownfield projects are pre-existing, often already-operational infrastructure
assets whose financing is restructured mostly through M&A transactions
(mergers & acquisitions).
H1 2020 19 Inframation & SparkSpread Data base, H1 2020.
20 Inframation & SparkSpread Data base, H1 2020.

H12018

H12019
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The refinancing market, which had made a promising start to
2020, was heavily affected right away due to mounting borrowing
costs, potential rating downgrades and increased volatility. Both
equity investors and lenders had to focus much of their attention
on the impact of COVID-19 on their existing portfolio.

The situation started to ease considerably in mid-May. The health-
care crisis demonstrated just how essential well-functioning infra-
structure is, and broad sections of the infrastructure market show-
cased this resistance to crisis. Kommunalkredit, too, made the
decision very early on to see the crisis as a source of selective op-
portunities and to provide its customers with targeted support
with crisis-proof transactions, even in challenging times. This
meant that, when the first clear signs that the situation was easing
slightly started to emerge, Kommunalkredit had a head start,
which —in spite of all of the challenges faced — laid the foundation
for a successful first half of the year.

If we take a closer look at the individual segments, we can see that
the transport sector will have to expect a significant negative im-
pact in the longer term due to the severe restrictions on (interna-

The five largest infrastructure markets in the eurozone

by volume in EUR bn and number of transactions H1 2020 %

Ireland

+172%

11 transactions (- 35%)

Netherlands

tional) mobility. By contrast, rays of hope are emerging in areas
such as digital infrastructure and renewable energy, which Kom-
munalkredit is actively working to promote. The focus on working
from home, distance learning and video conferencing pushed the
importance of broadband connections and the related infrastruc-
ture further into the spotlight. Examples include the cooperation
initiative launched by France’s third-largest mobile phone provider
Bougyes Telecom with Vauban and Cellnex to develop regions with
poor digital infrastructure, the stake acquired by private investors
in the Spanish telecommunications company Mdsmaévil and the
purchase of 10,000 German telecoms masts by Telefdnica.

In the renewable energy segment, photovoltaics, onshore wind
power and a number of more specialised areas, such as water in-
frastructure and combined cycle gas turbine (CCGT) plants, proved
to be particularly crisis-resistant. In line with this trend, Kommu-
nalkredit was able to provide support to key customers such as F2i
(with the takeover of the leading CCGT platform in Italy) and
Castleton (with the refinancing of high-quality CCGT assets in the
Netherlands).

Germany

+2,473%

+30% 30 transactions (+ 50%)
b

14 transactions (- 52%)

France

+74%

71 transactions (- 9%)

Spain
-54%

42 transactions (- 34%)

21 Inframation & SparkSpread Data base, H1 2020.
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Business review

REMAINING RESILIENT. EXPLOITING OPPORTUNITIES.

The demand for sustainable and intact infrastructure has become even more
relevant as a result of the COVID-19 pandemic. Public-sector and private-sector
decision makers have become increasingly aware of the need to maintain,
modernise and expand state-of-the-art infrastructure assets in the areas of supply,
digitalisation, communication, transport and social infrastructure. It is precisely in
this sort of environment that Kommunalkredit is well positioned as a specialist bank
for energy and infrastructure financing, and it will continue to do its part to

overcome the effects of the crisis.

Stable income thanks to crisis-proof
infrastructure

The implementation of Kommunalkredit’s business strategy is
showing results. Despite the global economic restrictions, Kommu-
nalkredit remained on its growth path in the first half of 2020. The
contribution of the core business to gross revenues rose to 60.6%
(H12019: 54.2%). New business came to EUR 490.1m, up yet again
in a year-on-year comparison (H1 2019: EUR 495.6m), despite the
temporary decline in new transactions on the European infrastruc-
ture market.

Kommunalkredit has a balance of diversity in its new business in
terms of its investment classes, regions, product and customer
segments. Business acquisitions focus on clearly-defined selection
criteria and efficient use of capital. This involves not only preparing
a risk-and-return profile for a transaction but also assessing its
value for positioning among institutional investors.

New business in the first six months generated attractive risk-ad-
justed returns. In particular, the bank was able to make use of its
wealth of expertise in financing digital infrastructure, an area that
is in particularly high demand now that more work is being done
from private households (working from home, distance learning):
43,9% of the financing volume was attributable to the Communi-
cation & Digitalisation segment, 39,8% to Energy & Environment
and 16,3% to Transport. Regionally, business was consistently di-
verse across the European Union (EU) and the EU’s associated
countries. Kommunalkredit was especially active in Germany,
France, the Netherlands, Portugal and the United Kingdom.

Public Finance remains a key part of the bank’s business, with new
financing deals being concluded in the first six months of the year,
among them nurseries, schools, residential properties, commer-
cial properties, roads and sewer networks.

In Structured Finance, Kommunalkredit applied its in-depth indus-
try expertise to engage in project financing as well as further
develop its activities in the fields of acquisition finance, hybrid/
corporate finance and financial advisory.
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The bank conducts business in a manner that is geared towards
collaborative endeavours with established partners (originate
and collaborate) and therefore is particularly focused on its ability
to place its transactions on the international financing market. The
volume placed with insurers, asset managers and banks in the first
two quarters was EUR 185.0m (H1 2019: EUR 111.4m). Thanks
to its infrastructure fund (Fidelio KA Infrastructure Debt Fund
Europe 1) established in 2018, Kommunalkredit is also capable of
offering its business partners access to infrastructure and energy
financing through an asset management solution. The fund had its
final closing at the end of February 2020 with a volume of
EUR 350m, outstripping the original target volume of EUR 150m by
a wide margin.

The bank’s success has not gone unnoticed by the market. Numer-
ous industry awards presented by renowned infrastructure jour-
nals (Business Vision, cfi — Capital Finance International, IJGlobal,
PFI — Project Finance International from Thomson Reuters) over
the last two years were followed by further distinctions in the first
half of the year: Proximo crowned the “Allego — charging stations
for electric vehicles” project in which Kommunalkredit was in-
volved as “EMEA EV Charging Deal of the Year”, while JGlobal
awarded the very same project an award in the “European Innova-
tion” category. In the Inframation Loan League Tables Europe half-
yearly ranking, Kommunalkredit moved up the table by more than
30 places as against last year to come in 11th. This serves as en-
couraging testimony to the bank’s strengths in the infrastructure
segment, particularly in times of global crisis. This also allowed
Kommunalkredit to address new customer groups that have
turned to Kommunalkredit as a key partner, especially in the lend-
ing process. In mid-June, the bank received the “German Brand
Award” in the “Excellent Brand — Banking & Financial Services”
category for its in-house online investment portal for private
customers, KOMMUNALKREDIT INVEST.

Broadband projects and financing deals in the Energy & Environ-
ment, Natural Resources and Transport segments were the focal
point at Kommunalkredit in the first half of the year. The Com-
munication & Digitalisation segment, in particular, gained addi-
tional momentum as a result of the global health crisis.



Fibre-optic network
(Eurofiber/Netherlands)

Kommunalkredit played a pioneering role as the
Lender in the EUR 850m refinancing of the Dutch
fibre-optic network operator Eurofiber. Eurofiber
currently operates an “open access” fibre-optic
network spanning more than 36 kilometres in the
Netherlands, Belgium and France.

Combined cycle gas turbine plant
(Camden/Netherlands)

As the Mandated Lead Arranger, Kommunalkredit
played a key role in the EUR 194m refinancing of
two combined cycle gas turbine plants with a total
capacity of 861 MW in the port of Rotterdam. Both
gas-fired plants are highly efficient and rank among
the three largest combined cycle gas turbine plants
currently in operation in the Netherlands.

Broadband internet
(Deutsche Glasfaser/Germany)

EUR 1.8bn went into the refinancing of around 540,000
homes passed and into the ongoing introduction of broad-
band in rural areas within Germany. As Mandated Lead
Arranger, Kommunalkredit held a leading position in this
transaction. Deutsche Glasfaser is planning to use its unique
approach to scale its business up, a move that will see the
business model change from a retail strategy focused on end
consumers to a wholesale strategy over the next few years.

Fibre-optic network (Adamo/Spain)

Kommunalkredit acted as Mandated Lead Arranger and Glo-
bal Coordinator for the EUR 250m refinancing deal, as well as
for further financing to support the future expansion of a
fibre-optic network in rural Spain. Adamo is a fast-growing
telecommunications company that had already achieved
around one million homes passed by the close of 2019. This
project supports the connection of economically underdeve-
loped regions of Spain.

The total values stated here represent the total volume
of the transaction in question.
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A solid basis

Particularly in times of crisis, two key issues move into focus at any
bank: the quality of the portfolio and sufficient liquidity. Kommu-
nalkredit manages a balanced overall portfolio and all transactions
are backed by sufficient liquidity. As of 30 June 2020, no requests
had been made for deferral or restructuring in the field of infra-
structure and energy — despite COVID-19.

The loan portfolio is well balanced, comprising an increasing pro-
portion of infrastructure and energy financing transactions and a
significant volume of public sector loans. As of 30 June 2020, loans
to municipalities accounted for 32% of the portfolio (almost exclus-
ively Austrian municipalities), infrastructure and energy financings
accounted for 39%, while loans to public sector enterprises had a

share of 9%. Since privatisation in 2015, the non-performing loan
. . . . 1, 0,
Total portfolio with high asset quality ratio (NPL) has been kept at 0.0%.
Geographically, 40% was attributable to Austria (31/12/2019:
45%), followed by the rest of the eurozone (39%) and other EU
countries (13%) (31/12/2019: 35% and 12% respectively).

Kommunalkredit’s strategic sectors are distinguished by their low
default rates and high recovery rates. The bank holds a total port-
folio of high asset quality without a single loan loss in the 2020
reporting year. As of 30 June 2020, it had an average rating of “A-"
with 74.2% of the exposure rated as investment grade.

Loan portfolio by borrowers
in EUR m, as of 30/6/2020

| Municipalities (Austria) 8.6%
H icioaliti Companies
Municipalities (EU) 29.5%
M public Sector Entities 39.0% Municipalities (Austria)
Infra and

Utilities
Credit institutions

energy financing

2 EUR 3.2bn

™ Infra and energy financing 2.1%
. Municipalities (EU)
| Companies 12.1
urifitie/: 8.4%
Public Sector Entities
0.2%
Credit institutions
. 30/6/2019
M 31/12/2019
. 30/6/2020

1,245

Public Sector Entities Utilities Credit institutions

Municipalities (EU)

Infra and energy
financing

Municipalities (Austria) Companies
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Loan portfolio by regions
in EUR m, as of 30/6/2020

M Austria

2.0%
M Eurozone Non-EU countries
M Other EU countries

) 12.7%

Non-EU countries Other EU countries
M others

39.3%

Eurozone

Other EU countries

Austria Eurozone

Stable and diversified refinancing
structure

As of 30 June 2020, Kommunalkredit reported a strong liquidity
position with a free liquidity reserve of EUR 290.7m (31/12/2019:
EUR 308.5m). This included high-quality liquid securities amount-
ing to EUR 283.7m (nominal value) (31/12/2019: EUR 303.8m).
The bank also held liquid securities of EUR 9.0m (nominal value)
(31/12/2019: EUR 59.0m) and cash, cash equivalents and bank
balances with central banks of EUR 635.4m (31/12/2019:
EUR 462.6m).

Since its privatisation in September 2015 and based on historical
experience, Kommunalkredit has placed great value in ensuring
great diversity in its funding profile. Gradually, existing funding
sources have been expanded and new ones established over re-
cent years. In order to adequately manage liquidity risks, it is im-
portant to not be dependent on any single refinancing source. As a
European bank, it focuses on infrastructure and energy financing —
many of which are beneficial for society at large in terms of their
social and/or environmental impact. This is precisely why its prod-
ucts appeal to investors, as they enable sustainable investments.
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5.7%
Others

40.3%

Austria

2 EUR 3.2bn

M 30/6/2019
W 31/12/2019

M 30/5/2020
Others

The bank continued to expand its diversified refinancing strategy
in the first half of 2020. Funding is based on a balanced mix of retail
deposits (KOMMUNALKREDIT INVEST) and wholesale deposits
(KOMMUNALKREDIT DIREKT for municipalities and corporates
with close ties with municipal authorities, and direct business with
corporate/institutional customers). All three customer refinancing
sources proved to be very stable in the first six months of 2020 —
even in difficult overall conditions. Thanks to targeted market
measures in the period under review, retail deposits further
strengthened the foundation, with continuous growth in long
maturities.

Amounts owed to customers increased to a total of EUR 2,149.9m
(31/12/2019: EUR 1,876.3m). This positive development was
in part driven by the increase in customer deposits by 14.2%
to EUR 1,590.2m (31/12/2019: EUR 1,393.0m). Amounts owed
to customers also include long-term private placements of
EUR 289.4m (31/12/2019: EUR 285.1m), liabilities from collateral
received in connection with derivatives of EUR 53.2m
(31/12/2019: EUR 58.9m) and other long-term liabilities to cus-
tomers in the amount of EUR 217.1m (31/12/2019: EUR 139.3m).
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Refinancing structure
in EUR m, as of 30/6/2020

M subordinates
I covered Bonds

M senior Unsecured

Capital market instruments
. KOMMUNALKREDIT DIREKT deposits
M sales desk deposits
M Retail deposits
M interbank deposits

[ | Promisory notes
M rirro

™ customer deposits
M interbank deposits

3 EUR 3.6bn
Weighted average term in years Retail deposits (KOMMUNALKREDIT INVEST)
in EUR m, as of 30/6/2020
7
M 112020
M 2019 300
65 +20% 698 . Overnight deposits
' 700 . Term deposits
582
6 600
+103% 96
500
5,5 486
400
287
5 300
Assets Liabilities 80
200
207
100
0

2018 2019 H12020

Share attributable to private customers up
by 23.4%
The average deposit volume per customer of EUR 57,778 remains

Retail deposits (KOMMUNALKREDIT INVEST): The bank conducts  at 3 high level (31/12/2019: EUR 59,401). The share of term de-
its retail business in Austria and Germany via its online retail plat-  posits continued to increase and came to 84.8% as of 30 June 2020
form KOMMUNALKREDIT INVEST. KOMMUNALKREDIT INVEST (31/12/2019: 83.5%). The average term length of term deposits is
offers overnight and term deposits for terms of up to tenyears. As 4t an all-time high of 26.0 months (31/12/2019: 22.9 months). The
of 30 June 2020, the bank had 12,086 retail customers  deposit volume as of the end of the first half of the year came to
(31/12/2019: 9,790), this represents an increase of 23.4%. EUR 698.3m (31/12/2019: EUR 581.5m), up by 20.0%.
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Wholesale deposits (KOMMUNALKREDIT DIREKT and direct busi-
ness with corporate/institutional customers): With its online plat-
form KOMMUNALKREDIT DIREKT, the bank offers an efficient in-
vestment and cash management tool for municipalities and
corporates with close ties to municipal authorities. The reporting
period saw an extensive relaunch of this digital platform, giving
customers using KOMMUNALKREDIT DIREKT a state-of-the art on-
line platform. New customers will register using a completely
digital onboarding process. The clear, user-oriented design allows
customers to manage their investments (including automatic re-
investments) themselves in a transparent manner, as well as to
monitor any financing arrangements.

The investment made to enhance the platform confirms Kom-
munalkredit’s close connection with its traditional municipal
customer base in Austria. This is also reflected by the fact that
around a third of KOMMUNALKREDIT DIREKT depositors are also
borrowers. In spite of the difficult economic environment resulting
from COVID-19, wholesale deposits have increased by a total of
9.9% in 2020 to date to total EUR 883.4m (31/12/2019:
EUR 804.1m).

Wholesale deposits
in EUR m, as of 30/6/2020

+10%
900 883
3% 804 496
715 443
600
300 361 387
0
2018 2019 H1 2020
. Sales desk

. KOMMUNALKREDIT DIREKT
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Social covered bond - social asset reporting as of 30 June 2020
As of 30 June 2020, Kommunalkredit’s social asset portfolio en-
compassed 53 loans with a total volume of EUR 336.7m in the
fields of education, healthcare and social housing. Kommunal-
kredit reports annually the use of proceeds from the issuance of its
social covered bond (as of 30 June in each case).

Social asset portfolio
in EUR m, as of 30/6/2020

. Social housing
. Education
. Health

Strong liquidity ratios

The liquidity coverage ratio (LCR) measures the short-term re-
silience of a bank’s liquidity risk profile over a 30-day scenario and
is closely monitored as part of the bank’s early warning system.
With a ratio of 525.8% as of 30 June 2020 (31/12/2019: 765.5%),
Kommunalkredit significantly exceeded the regulatory minimum
ratio of 100%.

The structural liquidity ratio (net stable funding ratio, NSFR) was
also increased further in 2020. According to the CRR (Capital
Requirements Regulation), this requires banks to maintain a stable
refinancing fund in terms of their assets and off-balance-sheet
activities. As of 30 June 2020, the NSFR was 115.8% 31/12/2019:
111.9%).

Rating

Kommunalkredit’s unsecured debt issues have a long-term rating
of “BBB (low)” and a short-term rating of “R-2 (mid)” from rating
agency DBRS Morningstar, with an outlook that remains positive.
Standard & Poor’s covered bond rating (“A”) was most recently
confirmed on 11 May 2020, although the outlook was lowered
from “stable” to “negative” due to the COVID-19 crisis and the de-
terioration in the operating environment in Austria and Europe.
This was consistent with the development seen at a large number
of other European banks.
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Assets, financial position and income

KOMMUNALKREDIT GROUP IFRS FINANCIAL
PERFORMANCE INDICATORS.

Selected performance indicators according to IFRS

in EUR m or % 1/1-30/6/2020 1/1-30/6/2019

Total assets (30/6/2020 and 31/12/2019) 4,543.5 4,305.3
Total capital (30/6/2020 and 31/12/2019) 349.8 343.2
Net interest income 33.6 27.9
Net fee and commission income 134 10.8
Result from the disposal of assets measured at fair value 0.0 1.7
through other comprehensive income

General administrative expenses -26.2 -25.3
Income from services provided to KA Finanz AG 0.0 1.8
EBIT* 19.0 15.2
Net provisioning for impairment losses -1.0 -0.5
Net result of asset valuation and realised gains and losses -1.7 -2.5
Profit for the period before tax 16.4 12.1
Income taxes -4.4 -0.8
Profit for the period after tax 12.0 11.3
Cost/income ratio (based on EBIT) 59.8% 67.0%
Return on equity before tax? 10.4% 9.1%

1  EBIT = Profit for the period before tax, not including net provisioning for impairment losses or measurement gains/losses.
2 Return on equity before tax = profit for the period before tax annualised/Tier 1 capital as of 1 January.

Regulatory performance indicators

in EUR m or % for Kommuncalkredit Austria AG 30/6/2020 31/12/2019

Risk-weighted assets 1,701.9 1,675.7
Total capital 364.1 366.5
Total capital ratio 21.4% 21.9%
CET 1 ratio 18.4% 18.7%

Rating

Long-term DBRS Morningstar BBB (low) positive outlook BBB (low) positive outlook
Short-term DBRS Morningstar R-2 (mid) R-2 (mid)
Covered bonds Standard & Poor’s A A
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The first half of 2020 was dominated by the global impact of the COVID-19 pandemic.
Nevertheless, the positive trend from the previous year continued in the first six months
of this year — despite an increase in loan loss provisions. Kommunalkredit can therefore

look back on a strong half-year result.

Selected performance indicators according to the Austrian Commercial Code (UGB)

in EURmor %

1/1-30/6/2020 1/1-31/12/2019

Total assets (30/6/2020 and 31/12/2019) 3,976.2 3,802.8
Equity (30/6/2020 and 31/12/2019) 285.1 273.9
Net interest income 23.9 21.7
Net fee and commission income 6.8 6.4
General administrative expenses -22.7 -21.9
Other operating income* 13 2.9
EBIT* 9.4 11.2
Net provisioning for impairment losses -1.0 -2.0
Net result of asset valuation and realised gains and losses 2.1 4.6
Profit on ordinary activities 10.5 13.7
Income taxes 0.7 0.9
Profit for the period after tax 11.3 14.6
Cost-income ratio 71.2% 69.1%
Return on equity before tax 6.7% 10.3%

1 Mainly income from services provided for KA Finanz AG/Kommunalkredit Public Consulting GmbH.

Balance sheet structure

Kommunalkredit’s total assets according to IFRS amounted to
EUR 4.5bn as of 30 June 2020 (31/12/2019: EUR 4.3bn). The main
balance sheet item was loans and advances to customers amount-
ing to EUR 1.9bn (31/12/2019: EUR 1.8bn). A further EUR 1.2bn
(31/12/2019: EUR 1.3bn) is attributable to financing transactions
intended for opportunistic placement, which are reported under

the item “Assets at fair value through other comprehensive in-
come”. Furthermore, the bank held cash and cash equivalents of
EUR 0.6bn as of 30 June 2020 (31/12/2019: EUR 0.5bn).

The structure of Kommunalkredit’s liabilities based on the IFRS
carrying amounts is as follows:

in EUR bn 30/6/2020 31/12/2019

Securitised liabilities 1.2 1.3
Amounts owed to customers 2.1 1.9
Amounts owed to banks, including ECB 0.5 0.5
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Risk-weighted assets and total capital
Capital resources in EUR m

400

200

100

0

The bank’s main funding sources were once again securitised
liabilities and amounts owed to customers. The senior and covered
bonds reported under securitised liabilites amounted to
EUR 173.0m and EUR 1,010.5m respectively (31/12/2019:
EUR 227.2m and EUR 1,001.1m respectively). Amounts owed to
customers increased by EUR 273.6m in the first half of 2020 to a
total of EUR 2,149.9m (31/12/2019: EUR 1,876.3m).

. Capital requirements CRR

Common equity (CET 1)

134 136

31/12/2018 31/12/2019 30/6/2020

31/12/2017

Risk-weighted assets and total capital

As of 30 June 2020, Kommunalkredit reported total capital of
EUR 364.1m (31/12/2019: EUR 366.5m) and common equity tier 1
capital (CET 1) of EUR 313.7m (31/12/2019: EUR 313.6m).
Risk-weighted assets rose slightly in the first half of 2020 to
EUR 1,701.9m (31/12/2019: EUR 1,675.7m). As of 30 June 2020,
Kommunalkredit once again reported strong capital ratios: the
total capital ratio came to 21.4% (31/12/2019: 21.9%) and the
common equity tier 1 ratio to 18.4% (31/12/2019: 18.7%). The
leverage ratio came to 7.9% as of 30 June 2020 (31/12/2019:
8.2%). Kommunalkredit’s capital amounts are based on the non-
consolidated financial statements of Kommunalkredit pursuant
to Austrian GAAP. Kommunalkredit is part of a group of credit insti-
tutions whose ultimate parent is Satere Beteiligungsverwaltungs
GmbH (Satere). As of 30 June 2020, the consolidated total capital
ratio came to 21.1% (31/12/2019: 21.6%) and the consolidated
CET 1 ratio to 18.1% (31/12/2019: 18.4%).

Public sector covered bonds | cover pool

As of 30 June 2020, Kommunalkredit had a well-diversified cover
pool with a value of EUR 1,118.5m, while public sector covered
bonds denominated in EUR and CHF in an amount of approxi-
mately EUR 1,010.5m were outstanding. The cover pool as of
30 June 2020 consisted of assets from Austria (95.0%), Germany
(1.4%) and Portugal (3.6%). 87.3% of the cover pool had a rating
of “AAA” or “AA” and 9.1% had a rating of “A”. The level of surplus
cover as of 30 June 2020 was 10.7%.

The Kommunalkredit Group increased its EBIT to EUR 19.0m in the
first half of 2020 (H1 2019: EUR 15.2m). The increase can be traced
back to the continued growth in the field of infrastructure and
energy, in which both financing activities and the consulting and
structuring business were expanded further. This resulted in a
marked increase in the Kommunalkredit Group’s net fee and com-
mission income. A total of 60.6% of the gross income from banking
business came from infrastructure & energy financing (H1 2019:
54.2%).
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The significant improvement in EBIT caused a marked reduction in
the cost/income ratio to 59.8% (H1 2019: 67.0%). The consolidated
profit for the period before tax came to EUR 16.4m (H1 2019:
EUR 12.1m) and resulted in return on equity before tax of 10.4%
(H1 2019: 9.1%). The profit for the period after tax came to
EUR 12.0m (H1 2019: EUR 11.3m).

The main income and expense items under IFRS for 2020:

EBIT

EBIT (profit for the year before tax, not including net provisioning
for impairment losses or measurement gains/losses) of EUR 19.0m
(H1 2019: EUR 15.2m) comprises the following components:

= Netinterest income
Net interest income rose by 20.6% to EUR 33.6m (H1 2019:
EUR 27.9m). The increase is due primarily to the further expan-
sion of the infrastructure and energy business since 30 June
2019.

= Net fee and commission income

Net fee and commission income increased by 24.1% to
EUR 13.4m (H1 2019: EUR 10.8m). Fee and commission in-
come from the bank’s credit and services business came to
EUR 7.0m (H1 2019: EUR 4.5m), while fee and commission
expenses came to EUR 0.9m (H1 2019: EUR 1.0m). Net fee and
commission income also includes income from the subsidy
management and consulting business of the subsidiary Kom-
munalkredit Public Consulting GmbH (KPC), which was stable
against the previous year at EUR 7.3m (H1 2019: EUR 7.3m).

= Result from the disposal of assets at fair value through other
comprehensive income
Placement activities slowed during the coronavirus lockdown
period, meaning that the result from the disposal of assets at
fair value through other comprehensive income was down
considerably year-on-year at EUR 0.0m (H1 2019: EUR 1.7m).

=  General administrative expenses
General administrative expenses rose by 3.7% or EUR 0.9m
to EUR 26.2m (H1 2019: EUR 25.3m), with EUR 18.2m attribu-
table to personnel expenses (H1 2019: EUR 16.5m) and
EUR 8.0m to other administrative expenses (H1 2019:
EUR 8.8m).

= Other operating performance/income from services

provided for KA Finanz AG

Other operating performance came to EUR -0.3m (H1 2019:
EUR +1.5m) and primarily includes the expense related to the
stability tax payable by Austrian banks in the amount of
EUR 0.3m (H1 2019: EUR 0.3m). The EUR -1.8m drop in other
operating performance against the same period of the pre-
vious year is due to the termination of the Service Level Agree-
ment with KA Finanz AG with effect from 31 March 2019.

Net provisioning for impairment losses

Kommunalkredit’s loan portfolio is solid despite the impact of
the COVID-19 pandemic: the non-performing loan ratio remained
constant at 0.0% as of 30 June 2020 and there were no loan
defaults. The doubling of net provisioning for impairment losses to
EUR -1.0m (H1 2019: EUR -0.5m) mainly reflects the development
in statistically calculated provisions for expected losses pursuant to
IFRS 9, as well as the increase in the probability of default in con-
nection with the coronavirus crisis. Risk provisions rose by 21.1%
to EUR 5.6m as of 30 June 2020 (31/12/2019: EUR 4.6m).



Net result of asset valuation and realised gains
and losses

The net result of asset valuation and realised gains and losses was
EUR -1.7m in the first half of 2020 (H1 2019: EUR -2.5m). This item
included a positive result from the repurchase of own issues
amounting to EUR 3.0m (H1 2019: EUR 3.8m), as well as negative
valuation effects of EUR -4.7m (H1 2019: EUR -6.3m) resulting
mainly from the increase in credit risk premiums and the drop in
long-term market interest rates.

Income taxes

Income taxes of EUR -4.4m (H1 2019: EUR -0.8m) are due to the
utilisation of the asset item booked for deferred tax assets from
capitalised loss carryforwards.

Impact of COVID-19 on risk provisions

COVID-19 prompted an ad hoc evaluation of, and update to, the
IFRS 9 probabilities of default (PDs), which serve as the basis for
calculating ECL (expected credit loss), in the first half of 2020. The
model evaluation did not result in any need to change the metho-
dology used, and the definition of the macroeconomic scenarios,
including their weightings, also remained unchanged.

One key driver of the IFRS 9 PDs, however, is the development in
macroeconomic input parameters. As a result, the weaker macro-
economic environment due to COVID-19 (first and foremost the
drop in GDP, increase in the unemployment rate) pushed the IFRS
9 PDs up again, prompting a further increase in the ECL.

In addition, there were individual rating downgrades in the infra-
structure portfolio in the first half of 2020 due to COVID-19, prima-
rily affecting financing that involved market or transport risks,
which have a negative impact on the ECL. Nevertheless, loans in
the infrastructure portfolio were serviced in a due and proper
manner.

Selected income statement
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In the Austrian municipal authorities’ portfolio/portfolio with close
links to municipal authorities, there were isolated deferrals due
to temporary liquidity bottlenecks (loan volume of EUR 24.7m, de-
ferred interest and redemption payments of EUR 1.2m). There
were no long-term financial difficulties/deteriorations in credit
ratings as of 30 June 2020.

Risk provisions increased by 22.1% or EUR 1.0m in the period from
1 January to 30 June 2020 to EUR 5.6m. EUR 0.8m of this increase
was due to the adjustments made to the IFRS 9 PDs, while
EUR 0.2m can be traced back to rating changes, new business and
syndication agreements.

Income statement of Kommunalkredit
Austria AG in the non-consolidated
financial statements according to
Austrian GAAP

Kommunalkredit Austria AG has reported an operating perform-
ance of EUR 9.5m for the first half of 2020 in accordance with
Austrian GAAP (H1 2019: EUR 10.1m). The other loan impairment,
valuation and sales result came to EUR 1.1m (H1 2019: EUR 2.5m),
the main components of which were EUR 3.2m from the repur-
chase of own issues (H1 2019: EUR 4.1m), the change in statisti-
cally calculated provisions for expected losses of EUR -1.0m (H1
2019: EUR -2.0m) and EUR -1.2m from the valuation of current
assets strictly at the lower of cost or market value (H1 2019:
EUR 0.1m).

The profit on ordinary activities came to EUR 10.5m (H1 2019:
EUR 13.7m). Profit for the period after tax came to EUR 11.3m
(H12019: EUR 14.6m).

The total assets in accordance with Austrian GAAP came to
EUR 4.0bn as of 30 June 2020 (31/12/2019: EUR 3.7bn).

in EURm 1/1-30/6/2020 1/1-30/6/2019
Net interest income 23.9 21.7
Net fee and commission income 6.8 6.4
General administrative expenses -22.7 -21.9
of which contributions to the Bank Resolution Fund -1.8 -1.6
Other operating income 13 2.9
of which income from services provided for KA Finanz AG & Kommunalkredit Public Consulting 1.2 2.7
Other operating expenses -0.3 -0.3
of which stability tax -0.3 -0.3
Operating result 9.5 10.1
Operating result from sale of infrastructure/energy financing -0.1 1.1
EBIT 9.4 11.2
Loan impairment, valuation and sales result 1.1 2.5
Profit on ordinary activities 10.5 13.7
Taxes on income 0.7 0.9
Profit for the period after tax 11.3 14.6
Number of shares 71.2% 69.1%
Return on equity before tax 6.7% 10.3%
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Branch office and equity investments

MAKING THE MOST OF EXISTING STRUCTURES.

PUTTING FOCUS

INTO PRACTICE.

Alongside its headquarters in Vienna, Kommunalkredit also has a representative
office in Frankfurt am Main. Together with Vienna, the banking centre at the heart
of Europe is the hub from which Kommunalkredit focuses on its role as a specialist

in infrastructure and energy financing.

Focus on core business

Kommunalkredit Austria AG has investments and holdings in a
number of affiliated companies. Kommunalkredit Public Consult-
ing GmbH (KPC), the companies of the Fidelio KA Debt Fund plat-
form and Kommunalnet E-Government Solutions GmbH (Kommu-
nalnet) are strategic investments/holdings of affiliated companies,
while the companies relating to the bank’s real estate (serving as
head office) primarily serve to support the core business.

TrendMind IT Dienstleistung GmbH (TrendMind), an IT specialist
for financial products, SAP and subsidy processing software that
was also held to support the core business, was reorganised and
sold in the first half of 2020. This step was taken in the interests of
structural efficiency and involved reincorporating some of Trend-
Mind’s services into the bank, making it easier to focus on internal
areas of responsibility. All employees were taken on by the bank.
The solution has allowed the bank to bundle economic synergies
and use the resources available in an even more target-oriented
manner.

KPC H1 2020

+998.

investment volume

project assessments
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Kommunalkredit Public Consulting GmbH
(KPC)

Kommunalkredit uses the 90%-owned subsidiary Kommunalkredit
Public Consulting GmbH (KPC) to manage national and EU subsidy
programmes, primarily in the field of environmental protection,
water management and energy. This allows KPC to act as the point
of contact between the subsidisers who provide the financial
resources and the applicants. It oversees the entire process of a
project. The company also offers consultancy services for interna-
tional organisations and financing institutions.

In the first half of 2020, KPC awarded European Union (EU), federal
government and state subsidies amounting to EUR 190m. The sub-
sidies went to 13,800 environmental and climate protection pro-
jects with a total investment volume of EUR 998m. This will pro-
vide a key boost for economic development at regional and local
level. In line with the efforts made by the Austrian federal govern-
ment to promote climate protection and revive the economy in
times of COVID-19, the subsidies available for all climate-related
subsidy instruments have been increased significantly in 2020.

As a consultancy, KPC continued its consultancy activities for inter-
national financing institutions such as the EBRD (European Bank
for Reconstruction and Development) in spite of the international
travel restrictions. The mandate with the Western Balkan Energy
Efficiency Facility, for example, was extended by another year.

&
190,

subsidy volume



With the establishment of the Luxembourg Fidelio KA Infra-
structure Opportunities Fund SICAV-RAIF SCA, Kommunalkredit
created an infrastructure debt fund platform in 2018 that gives
institutional investors diversified access to the bank’s infrastruc-
ture pipeline.

The successful launch of the first infrastructure debt fund saw the
bank expand its range of products to include asset management.

Investors benefit from Kommunalkredit’s strong origination, struc-
turing and portfolio management expertise in the field of sustain-
able European infrastructure and energy transactions that benefit
the public. In return, the bank benefits from deeper strategic part-
nerships with fund investors, ultimately translating into an in-
creased number of transactions and higher volumes. The first sub-
fund “Fidelio KA Infrastructure Debt Fund Europe 1”, for example,
which had its final closing at the end of February 2020 with a vol-
ume of EUR 350m, outstripping the original target volume of
EUR 150m by a wide margin, is already almost fully invested. This
is despite the COVID-19-related challenges that plagued the first
half of 2020, when investments were made in four additional
renewable energy and digital infrastructure projects based on
attractive conditions in April and May alone.

Unlike with the conventional asset management approach, the
fact that Kommunalkredit makes its own investments in parallel
with the fund allows it to present itself as a strong partner with
aligned interests.

Encouraged by the strong investor demand, Kommunalkredit is
currently planning further fund concepts, including the launch of
another European infrastructure fund focusing on infrastructure
and energy projects in Europe with investment grade ratings on
average, as well as a high-yield fund with more of a focus on
returns in the sub-investment grade/mezzanine segment. The
marketing of these funds is scheduled to start in the second half of
2020.

Kommunalkredit holds a 45% equity share in Kommunalnet E-Gov-
ernment Solutions GmbH (Kommunalnet). Another 45% is held by
the Austrian Association of Municipalities, while the other 10% is
held by three state associations of the Austrian Association of
Municipalities. Kommunalnet is the digital work and information
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portal for Austrian municipalities, mayors and municipal civil
servants. It offers the latest news for municipalities and access to
important databases for municipal authorities, and serves as an
information and communication hub for the federal, state and
municipal authorities. Kommunalnet is an official component of
the Austrian e-Government Roadmap.

In the first half of 2020, and in spite of the COVID-19 crisis, numer-
ous projects were launched and have already been implemented
to provide municipal authorities with even better assistance in
their day-to-day tasks, to further expand the business segment and
to leverage growth potential. Major projects included the relaunch
of the Kommunalnet website (www.kommunalnet.at), which was
restructured, modernised and equipped with a large number of
new functions. The “GemNet Salzburg” project was launched in
collaboration with the Salzburg provincial government. The project
represents an important step in the involvement of the provinces
and can serve as a forerunner.

With 16,061 registered users from 2,068 Austrian municipalities
and municipality associations, Kommunalnet has an exceptionally
large market share in the municipal sector (96%) and thus enjoys a
unique position in the Austrian market.

Since mid-2018, Kommunalnet has been cooperating with loan-
boox, a fintech company that operates an online platform for
municipal loans. The platform went live in January 2019 and now
170 municipalities and banks are already represented on it. A total
of 480 municipalities have been contacted, and over 70 financing
requests have been published to date via the portal.

Kommunalkredit TLI Immobilien GmbH & Co KG holds and main-
tains the properties at Tuerkenstrasse 9 and Liechtensteinstrasse
13. The office premises of the properties are mainly leased to
Group companies.

Kommunalleasing GmbH is a joint venture with BAWAG P.S.K.
(50:50). The company finances a portfolio of around EUR 60m in
the municipal leasing sector. The company has not engaged in any
new business since August 2008 due to changes in tax law.
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Significant events after the
balance sheet date

NO EVENTS.

No significant events arose between the balance sheet date of
30 June 2020 and the publication of this half-year report.
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Outlook

RISING TO CHALLENGES.

ILLUSTRATING OPPORTUNITIES.

2020 will end differently than forecast. 2020 will remain an interesting year.
The global economic recovery will take several years and will prove a
challenge. In this turbulent environment, Europe has a particular opportunity
to deliberately exploit the geopolitical advantages open to it.

Economic development

The economic outlook is uncertain and depends to a considerable
degree on whether we will be hit by a second wave of the COVID-
19 pandemic (double-hit scenario) and when a suitable vaccine
will be available on the market. While the first wave has not yet
been consigned to the history books, most countries have it fairly
well under control. As a result, measures to loosen the compulsory
measures to curb the virus are gradually bearing fruit. Differences
in individual country, regional and sectoral strategies, however,
mean that the scenarios regarding their development continue to
vary.

The economy has to get back up-and-running again not only to
stop the downward spiral, but to turn the trend around and send it
in the opposite direction. Given this major uncertainty factor, agile
and flexible policies are required, first of all to get the engine back
up to speed, and second to ensure that appropriate exit strategies
are in place should the virus return.

The supportive fiscal and monetary policy course definitely has to
be maintained in order to secure a sustainable recovery. A large
number of problem areas now have to be tackled. Unemployment
in the OECD countries, for example, which had reached its lowest
level seen in 50 years at the end of 2019, is expected to have alrea-
dy more than doubled to around 11.5% by the middle of this year.
In the USA, the rate will have risen by 10% by the end of the year.
The marked drop in corporate revenues creates a heightened risk
of insolvency, with some sectors only slowly starting to get back on
track. Policymakers are called upon to get the recovery back up-
and-running in this environment, to come up with packages of
measures designed to promote reallocation between different sec-
tors, support individual and corporate incomes, and minimise any
longer-term damage to the economy.? Inflation in the eurozone is
likely to fall again in the summer, as core inflation edges towards its
previous record low of 0.6%.

There are also glimmers of hope on the horizon: the OECD expects
this year’s deterioration in the public budget situation to be offset
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to some degree by cyclical budget improvements and the expiry of
the measures taken in response to the crisis in as early as 2021,
meaning that the deep recession we are currently facing will be fol-
lowed by a slow recovery.?®

Trends on the European infrastructure
market

In summary, the fact remains that — despite figures that are more
or less stable — 2020 will continue to paint a very varied picture,
meaning that it will remain very challenging. The main focus will be
on the ongoing expansion of digital infrastructure, as well as on in-
vestment in the renewable energy sector, where Kommunalkredit
is very well positioned thanks to its expertise and high levels of cus-
tomer acceptance. Social infrastructure should also be a target of
increased attention as a result of the COVID-19 crisis, although this
effect is likely to be somewhat delayed. As far as the hard-hit trans-
port sector is concerned, no significant recovery appears to be on
the cards between now and the end of 2020, not least given the
ongoing difficulties in the USA and Latin America and the funda-
mental fear of a second wave.

Central banks will continue to use asset purchase programmes
to keep longer-term interest rates at a low level. Measures to
strengthen liquidity will also be seen in the second half of 2020. In
addition, supervisory authorities in both the world’s advanced
economies and the emerging markets have eased their prudential
bank regulation to promote bank lending. Banks remain only very
reluctant to support large-scale transactions with underwriting
activity, and many institutional investors will continue to adopt a
wait-and-see approach indefinitely, even though volatility levels
have dropped again on the financial market and market partici-
pants can expect the low interest rates to remain in the long term.

22 OECD: Economic Outlook, Volume 2020/1.
23 OECD: Economic Outlook, Volume 2020/1.



In this dynamic environment, and once the health crisis and its
consequences have been overcome, Europe has an opportunity to
leverage its geopolitical advantages. Europe will have to move
closer together to emerge from the crisis as a strong, united force
(EU recovery fund). Even before the outbreak of the pandemic in
Europe, the European Union had made a commitment to a Green
Deal: in the period leading up to 2030, an additional EUR 1,000bn
in total (EUR 100bn each year) is to be invested to make Europe
climate-neutral by 2050.2* Infrastructure investments will be made
in the fields of clean energy, sustainable transport and a transition
to a circular economy. As an experienced and established specialist
bank for infrastructure and energy financing, Kommunalkredit is
ready and willing to serve as a partner in light of the EU’s new
strategic and political direction.

The challenges resulting from the drastic but necessary restrictions
imposed on public life in response to this global health crisis show
just how essential well-functioning infrastructure is for the social
and economic well-being. In particular, this includes ensuring that
the relevant social infrastructure (such as hospitals and care
homes) is available and in good working order, but also securing
energy supplies and a powerful communications infrastructure.

With its focus on infrastructure and energy financing, Kommunal-
kredit operates in a sector that has proven to be largely crisis-resis-
tant in the past. Unlike with corporate financing, financing in these
areas is associated with low default rates and stable recovery rates
that are largely independent of economic cycles. Similarly, as a re-
sult of the current health crisis and its impact on the real economy,
the maintenance and modernisation of supply, transport and so-
cial infrastructure will be at the very top of the agenda of both de-
veloped and developing countries, meaning that these areas will
become even more relevant.

24 European Commission: Press release “Financing the green transition:
The European Green Deal Investment Plan and Just Transition Mechanism”,
14/1/2020.

Despite our focus, we are aware that the second half of the year
will be challenging. European and global economic performance
is expected to continue to fall. The medium and long-term stimulus
provided by the aid packages initiated by confederations of states,
governments, central banks and supervisory authorities will first
have to prove itself. If the number of cases increases noticeably
again or if a second wave of the COVID-19 pandemic sweeps
the world, the effects on the real economy will be impossible to
predict.

Depending on how long this unique situation lasts, the resulting
challenges (increase in unemployment rate, decline in consumer
demand) will have an increasingly negative impact on the financial
situation of the companies. This will subsequently have an impact
on the financial markets. Liquidity bottlenecks with companies and
projects could lead to provisioning at Kommunalkredit and affect
the volume of new business. As the situation is developing quickly
and the ultimate impact cannot yet be predicted, no quantitative
estimate can be made on how Kommunalkredit will be affected.

Nevertheless, given our fundamental market expertise, high level
of diversification and ability to react quickly, KommunalKredit will
be continuing along our established path in the second half of the
year, too. Particular emphasis will be placed on our network of
project sponsors and investors. At the same time, public sector
financing will continue to be an integral part of our business. With
the Austrian Association of Municipalities as a minority owner,
Kommunalkredit has traditionally been well-known among Aus-
trian town, city and municipal authorities and is familiar with their
investment needs.

The successful close of Kommunalkredit’s very first own infrastruc-
ture debt fund in the spring of 2020 allowed us to attract investors
interested in sustainable infrastructure projects as an ideal invest-
ment opportunity.

Kommunalkredit is more than just a bank. We see ourselves as a
point of contact for the full range of topics related to infrastructure
and as a vehicle for investments in areas of immense importance
for our society. And that applies now more than ever before.

Vienna, August 2020

The Executive Board of
Kommunalkredit Austria AG

9/7[.
Bernd Fislage

Chief Executive Officer
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Consolidated statement of financial position

ASSETS in EUR 1,000 30/6/2020 31/12/2019
Cash and balances with central banks 635,441.3 462,613.8
Loans and advances to banks 345,759.8 282,138.9
Loans and advances to customers 1,865,075.7 1,790,149.7
Assets at fair value through other comprehensive income 1,201,667.4 1,280,575.1
Assets at fair value through profit or loss 291,380.0 254,657.3
Derivatives 152,322.7 184,954.6
Portfolio fair value hedge 4,484.1 3,372.4
Property, plant and equipment 24,991.7 25,470.6
Intangible assets 199.6 246.6
Current tax assets 738.3 4,568.9
Deferred tax assets 6,650.4 9,141.8
Other assets 14.807.7 7,460.0
Assets 4,543,518.8 4,305,349.7
LIABILITIES AND EQUITY in EUR 1,000 30/6/2020 31/12/2019
Amounts owed to banks 519,867.9 487,210.5
Amounts owed to customers 2,149,886.7 1,876,254.5
Derivatives on the liabilities side 229,537.4 219,537.3
Securitised liabilities 1,193,393.7 1,272,827.2
Subordinated liabilities 67,509.3 68,536.4
Provisions 6,874.8 7,003.4
Current tax liabilities 1,817.6 1,107.1
Other liabilities 24,832.6 29,690.7
Total capital 349,798.8 343,182.8
of which subscribed capital 172,659.5 172,659.5
of which fixed reserves 29,682.6 29,620.4
of which reserves for assets at fair value through other comprehensive income 104,305.9 109,611.9
of which other reserves (incl. profit for the period) 43,014.6 31,126.8
of which non-controlling interests 136.2 164.2
Liabilities and equity 4,543,518.8 4,305,349.7
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Consolidated income statement

CONSOLIDATED INCOME STATEMENT in EUR 1,000 1/1-30/6/2020 1/1-30/6/2019
Net interest income 33,633.4 27,880.9
Interest income* 70,797.3 83,032.0
Income similar to interest income 7,602.6 100.4
Interest expenses -43,279.1 -53,882.6
Expenses similar to interest expenses -1,487.3 -1,369.0
Net fee and commission income 13,388.4 10,788.9
Fee and commission income 14,237.8 11,775.1
Fee and commission expenses -849.3 -986.2
Result from the derecognition of assets at fair value through other comprehensive income 23.4 1,708.1
Net provisioning for impairment losses -1,011.9 -535.3
General administrative expenses -26,213.3 -25,281.7
Personnel expenses -18,187.4 -16,457.2
Other administrative expenses -8,026.0 -8.824,5
Contributions to the Bank Resolution Fund -1,764.8 -1,614.8
Income from investments 302.0 216.1
Other operating result -345.0 1,487.0
Other operating income 84.8 1,886.1
of which services invoiced to KA Finanz AG 0.0 1,764.6
Other operating expenses -429.9 -399.1
of which bank stability tax -327.3 -302.4
Net result of asset valuation and realised gains and losses -1,656.9 -2,542.7
Profit for the period before tax 16,355.3 12,106.4
Income taxes -4,381.9 -799.7
Profit for the period after tax 11,973.4 11,306.7
of which attributable to owners 11,950.0 11,271.0
of which attributable to non-controlling interests 23.4 35.8

* TEUR 53,133.9 (H1 2019: TEUR 47,948.5) calculated according to the effective interest method.
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Consolidated statement of comprehensive income

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME in EUR 1,000 1/1-30/6/2020 1/1-30/6/2019
Consolidated profit for the year 11,973.4 11,306.7
Items to be recycled to the Income Statement -5,056.2 -61.3
Changes in debt capital instruments at fair value through other comprehensive income -5,056.2 -61.3
Valuation of debt capital instruments at fair value through other comprehensive income -6,831.4 -1,245.5
Recycled to the Income Statement 89.8 885.4
Deferred tax on debt capital instruments at fair value through other comprehensive income 1,685.4 298.7
Items not to be recycled to the Income Statement -249.8 -478.2
Change in actuarial gains/losses 0.0 -478.2
Actuarial result from pension provisions 0.0 -637.6
Deferred tax on actuarial result from pension provisions 0.0 159.4
Changes in equity instruments at fair value through other comprehensive income -249.8 0.0
Valuation of equity instruments at fair value through other comprehensive income -333.0 0.0
Deferred tax on changes in equity instruments at fair value through other comprehensive income 83.3 0.0
Total 6,667.4 10,767.2
of which attributable to owners 6,644.0 10,743.4
of which attributable to non-controlling interests 23.4 23.9
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Consolidated statement of changes in equity

STATEMENT OF CHANGES IN EQUITY Subscribed Fixed Retained earnings
1/1-30/6/2020 in EUR 1,000 capital reserves! (incl. profit for the period)
as of 1/1/2020 172,659.5 29,620.4 29,975.5
Profit for the period 0.0 0.0 11,950.0
Changes in assets at fair value through other comprehensive income 0.0 0.0 0.0
Valuation of assets at fair value through other comprehensive income 0.0 0.0 0.0
Recycling of assets at fair value through other comprehensive income 0.0 0.0 0.0
Change in actuarial gains/losses 0.0 0.0 0.0
Changes in equity instruments at fair value through other comprehensive income 0.0 0.0 0.0
Total 0.0 0.0 11,950.0
Capital increase 0.0 0.0 0.0
Profit distribution 0.0 0.0 0.0
Appropriation to fixed reserves 0.0 62.2 -62.2
as of 30/6/2020 172,659.5 29,682.6 41,863.4

1 The fixed reserves include statutory retained earnings
of TEUR 7,277.1, liability reserves of the parent
company in line with § 57 (5) of the Austrian Banking
Act (BWG) of TEUR 15,573.7 and fixed capital reserves
of the parent company of TEUR 6,831.8.

STATEMENT OF CHANGES IN EQUITY Subscribed Fixed Retained earnings
1/1-30/6/2019 in EUR 1,000 capital reserves! (incl. profit for the period)
as of 1/1/2019 159,491.3 17,868.2 5,367.9
Profit for the period 0.0 0.0 11,271.0
Changes in assets at fair value through other comprehensive income 0.0 0.0 0.0
Valuation of assets at fair value through other comprehensive income 0.0 0.0 0.0
Recycling of assets at fair value through other comprehensive income 0.0 0.0 0.0
Change in actuarial gains/losses 0.0 0.0 0.0
Changes in equity instruments at fair value through other comprehensive income 0.0 0.0 0.0
Total 0.0 0.0 11,271.0
Capital increase 13,168.2 6,831.8 0.0
Profit distribution 0.0 0.0 0.0
Appropriation to fixed reserves 0.0 2,946.0 -2,946.0
as of 30/6/2019 172,659.5 27,646.0 13,692.8
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1 The fixed reserves include statutory retained earnings
of TEUR 5,761.9, liability reserves of the parent
company in line with § 57 (5) of the Austrian Banking
Act (BWG) of TEUR 15,052.2 and fixed capital reserves

of the parent company of TEUR 6,831.8.
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Reserve for assets at fair value Actuarial gains/losses Equity excl. non- Non-controlling Total capital
through other comprehensive income?  IAS 19 controlling interests interests
109,611.9 1,151.3 343,018.6 164.2 343,182.8
0.0 0.0 11,950.0 23.4 11,973.4
-5,056.2 0.0 -5,056.2 0.0 -5,056.2
-5,123.5 0.0 -5,123.5 0.0 -5,123.5
67.3 0.0 67.3 0.0 67.3
0.0 0.0 0.0 0.0 0.0
-249.8 0.0 -249.8 0.0 -249.8
-5,306.0 0.0 6,644.0 23.4 6,667.4
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 -51.4 -51.4
0.0 0.0 0.0 0.0 0.0
104,305.9 1,151.3 349,662.6 136.2 349.798.8

2 Asof 30/6/2020, the reserves for assets at fair
value through other comprehensive income
included deferred taxes of TEUR -34,768.6.

Reserve for assets at fair value

Actuarial gains/losses
I1AS 19

Equity excl. non-
controlling interests

Non-controlling

Total capital

through other comprehensive income?

110.364.1 1,505.8 294,597.2 164.8 294,762.0
0.0 0.0 11,271.0 35.8 11,306.7

-61.3 0.0 -61.3 0.0 -61.3
-725.4 0.0 -725.4 0.0 -725.4
664.1 0.0 664.1 0.0 664.1

0.0 -466.3 -466.3 -11.9 -478.2

0.0 0.0 0.0 0.0 0.0

-61.3 -466.3 10,743.4 23.9 10,767.2

0.0 0.0 20,000.0 0,0 20,000.0

0.0 0.0 0.0 -55.9 -55.9

0.0 0.0 0.0 0.0 0.0
110,302.8 1,039.5 325,340.5 132.9 325,473.4

2 Asof 30/6/2019, the reserves for assets at fair
value through other comprehensive income
included deferred taxes of TEUR 36,119.7.
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Consolidated statement of cash flows

The consolidated statement of cash flows shows the status quo and  cash equivalents reported include, clearly differentiated, the cash on
the change of cash items of the Kommunalkredit Group. The cashand ~ hand and balances with central banks.

CASHFLOW STATEMENT in EUR 1,000 1/1-30/6/2020 1/1-30/6/2019
Consolidated profit for the year after tax 11,973.4 11,306.7
Non-cash items included in the profit for the year and reconciliation to cash flow from operating activities
Depreciation and amortisation/reversals of depreciation and amortisation on
property, plant and equipment and intangible assets 707.9 677.3
Appropriation to/release of provisions and risk provisions 883.3 1,051.6
Non-realised gains/losses from exchange rate fluctuations -4.9 -4.0
Gains/losses from the valuation of financial assets and gains from the buyback of own issues 1,656.9 1,932.3
Income tax deferrals 5,611.5 -730.0
Non-cash deferrals/accruals and other adjustments 4,024.1 -2,295.5
Sub-total 24,852.2 11,938.4
Change in assets and liabilities from operating activities after correction for non-cash items
Loans and advances to banks -63,607.3 -48,059.5
Loans and advances to customers -75,529.0 -15,128.2
Assets at fair value through other comprehensive income 79,640.4 -100,179.6
Assets at fair value through profit or loss -36,861.9 -116,205.2
Derivatives and portfolio hedge 31,781.8 25,774.3
Other assets from operating activities -7,347.7 2,953.5
Amounts owed to banks 28,608.2 27,509.4
Amounts owed to customers 267,655.4 173,391.7
Securitised liabilities -71,812.4 -37,356.8
Other liabilities from operating activities -4,858.1 11,297.3
Cash flow from operating activities 172,521.6 -64,064.6
Proceeds from the sale/redemption of property, plant and equipment and intangible assets 0.0 0.0
Payments for the acquisition of property, plant and equipment and intangible assets -87.7 -43.2
Cash flow from investing activities -87.7 -43.2
Cash inflow from capital increases / cash outflow from capital reductions 0.0 20,000.0
Dividend payments attributable to the owners of the parent 0.0 0.0
Dividend payments attributable to non-controlling interests -51.4 0.0
Change in funds from other financing activities (subordinated capital) 454.3 2,661.8
Cash outflow from repayments on lease liabilities -7.9 0.0
Cash flow from financing activities 395.1 22,605.9
Cash and cash equivalents at the end of the previous period 462,613.8 314,408.9
Cash flow from operating activities 172,521.6 -64,064.6
Cash flow from investing activities -87.7 -43.2
Cash flow from financing activities 395.1 22,605.9
Cash and cash equivalents at the end of the period 635,442.7 272,907.6
of which cash flows contained in cash flow from operating activities:
Interest received 68,175.7 79,047.8
Interest paid -38,566.4 -48,971.8
Income taxes paid 103.1 77.5
Dividends received 302.0 0.0
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Selected explanatory notes on the
interim consolidated financial statements

1. General principles

These interim consolidated financial statements of the Kommunal-
kredit Group were produced based on all obligatory International
Accounting Standards (IAS), International Financial Reporting Stan-
dards (IFRS) and interpretations of IFRS Interpretations Commit-
tees (IFRICs and SICs) approved and published by the International
Accounting Standards Board (IASB) and adopted by the European
Union (EU).

These interim consolidated financial statements for the period
from 1 January to 30 June 2020 are in line with IAS 34 (“Interim Fi-
nancial Reporting”) and were subject to review by the auditor. The
interim consolidated financial statements do not contain all the in-
formation and disclosure requirements required by the consolida-
ted financial statements and must therefore be read in conjunction
with the consolidated financial statements of the Kommunalkredit
Group for 2019. The accounting and valuation methods used in the
interim consolidated financial statements are consistent with
those used for the 2019 consolidated financial statement.

2. Other information

a. Scope of consolidation

The scope of consolidation of the Kommunalkredit Group has not
changed since 31 December 2019 and encompasses, as of 30 June
2020, the following companies in addition to the parent company
Kommunalkredit:

FINANCIAL STATEMENT DISCLOSURES

NAME AND REGISTERED OFFICE Investment Share in capita| Share in capital
direct indirect 30/6/2020in % 31/12/2019 in %

1. Affiliated companies

Fully consolidated affiliated companies

Kommunalkredit Public Consulting GmbH, Vienna X 90.0% 90.0%

Kommunalkredit KBI Immobilien GmbH, Vienna X 100.0% 100.0%

Kommunalkredit KBl Immobilien GmbH & Co KG, Vienna X 100.0% 100.0%

Kommunalkredit TLI Immobilien GmbH & Co KG, Vienna X 100.0% 100.0%

Fidelio KA Beteiligung GmbH, Germany X 85.0% 85.0%

Fidelio KA Infrastructure Opportunities Fund GP S. ar. |., Luxembourg X 85.0% 85.0%

Fidelio KA Investment Advisory GmbH, Germany X 85.0% 85.0%

Fidelio KA Infrastructure Opportunities Fund SICAV-RAIF, Luxembourg X 85.0% 85.0%

2. Associates

Associates included using the equity method*

Kommunalleasing GmbH, Vienna X 50.0% 50.0%

*

For reasons of materiality, Kommunalkredit’s 45.0%
investment in Kommunalnet E-Government Solutions GmbH
is not recognised as an associate using the equity method,
but is reported under assets recognised at fair value through
other comprehensive income.
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b. Securitised liabilities

In the reporting period, Kommunalkredit redeemed securitised
liabilities in the amount of TEUR 50,100.4 (1/1-30/6/2019:
TEUR 29,612.1) at maturity according to schedule, and bought
back/prematurely redeemed securitised liabilities with a value of
TEUR 19,761.4 (1/1-30/6/2019: TEUR 21,454.1).

c. Total capital

There was no distribution of dividends in the first half of 2020.
In order to further strengthen the capital base, Kommunalkredit’s
profit for the year in 2019 under Austrian GAAP of TEUR 30,303.1
was retained in its entirety to increase the total capital.

d. Development of result

The profit for the period after tax was up by 5.9% in a year-on-year
comparison to TEUR 11,973.4 (H1 2019: TEUR 11,306.7), while the
EBIT rose by 25,3% to TEUR 19,024.1 (H1 2019: TEUR 15,184.4).

The positive development of the result is due primarily to the
improvement in net interest income and net fee and commission
income, mainly as a result of the further expansion of the infra-
structure and energy business.

The Kommunalkredit Group’s net provisioning for impairment
losses came to TEUR -1,011.9 (H1 2019: TEUR -535.3) and reflects
the increase in loan loss provisions on the basis of the statistically
calculated provisions for expected losses. This increase was driven
primarily by adjustments to the probability of default in connec-
tion with COVID-19.

Further details on the development of the result are set out in the
management report.

e. Revenue from contracts with customers

Kommunalkredit receives fee and commission income from
various services that it provides for its customers. This is reported
under net fee and commission income. The fee and commission
income of TEUR 14,237.8 (H1 2019: TEUR 11,775.1) was largely
shaped by the revenue from Kommunalkredit Public Consulting
GmbH (KPC) in relation to the management of support program-
mes and consultancy business amounting to TEUR 7,277.7
(H1 2019: TEUR 7,271.7). Fee and commission income from the
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lending business came to TEUR 5,516.4 (H1 2019: TEUR 3,951.2)
and mostly includes fees related to the new lending business.
These primarily include commission and transaction-related fees
concerning financial instruments measured at fair value through
profit or loss. Income from other service business in the amount of
TEUR 1,443.7 (H1 2019: TEUR 552.2) is also included.

f. Impact of COVID-19 on risk provisions

COVID-19 prompted an ad hoc evaluation of, and update to, the
IFRS 9 probabilities of default (PDs), which serve as the basis for
calculating ECL (expected credit loss), in the first half of 2020. The
model evaluation did not result in any need to change the metho-
dology used, and the definition of the macroeconomic scenarios,
including their weightings, also remained unchanged.

One key driver of the IFRS 9 PDs, however, is the development in
macroeconomic input parameters. As a result, the weaker macro-
economic environment due to COVID-19 (first and foremost the
drop in GDP, increase in the unemployment rate) pushed the IFRS
9 PDs up again, prompting a further increase in the ECL.

In addition, there were individual rating downgrades in the infra-
structure portfolio in the first half of 2020 due to COVID-19, prima-
rily affecting financing that involved market or transport risks,
which have a negative impact on the ECL. Nevertheless, loans in
the infrastructure portfolio were serviced in a due and proper
manner.

In the Austrian municipal authorities’ portfolio/portfolio with close
links to municipal authorities, there were isolated deferrals due
to temporary liquidity bottlenecks (loan volume of EUR 24.7m,
deferred interest and redemption payments of EUR 1.2m). There
were no long-term financial difficulties/deteriorations in credit
ratings as of 30 June 2020.

Risk provisions increased by 22.1% or TEUR 1,011.9 in the period
from 1 January to 30 June 2020 to TEUR 5,593.2. TEUR 846.0 of
this increase was due to the adjustments made to the IFRS 9 PDs,
while TEUR 165.9 can be traced back to rating changes, new busi-
ness and syndication agreements.

This means that the loan portfolio is solid overall and there was no
significant increase in the risk of default (SICR) or level transfer in
the first half of 2020. As of 30 June 2020, there were still two Level
2 exposures with a total amount of EUR 20.6m.
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g. Contingent liabilities

Contingent liabilities as of 30 June 2020 are presented as follows:

in EUR 1,000 30/6/2020 31/12/2019
Contingent liabilities: Sureties and guarantees 3,295.0 3,806.5
Other obligations: Credit lines and promissory notes 339,827.6 407,737.1

h. Legal risks

Immediately prior to the spin-off of Kommunalkredit to form a
new company on 26 September 2015 and the merger of the
remaining part of the former Kommunalkredit Austria AG (former
KA) with KA Finanz AG (as the absorbing company), compensation
was paid to the holders of participation capital at Kommunalkredit
which bore interest at a rate of 8% of the nominal value p.a.
assuming sufficient coverage by distributable annual profit. A
former holder of participation capital claims that this constitutes
the unlawful termination of participation capital and is asserting
a claim for damages of EUR 25.2m plus interest against Kom-
munalkredit and KA Finanz AG, as jointly and severally liable
parties, in a legal dispute pending in the first instance or, in the
alternative, the granting of commercially equivalent rights in
Kommunalkredit since 26 September 2015 based on a nominal
value of EUR 22.3m, or a ruling establishing the continuation of the
participation capital. The outcome of these proceedings is not
expected to have any major negative impact on Kommunalkredit’s
financial position or income.

Furthermore, KA Finanz AG has entered into an irrevocable obliga-
tion to compensate for any entitlements and losses that could
result from the assertion of claims by former holders of participa-
tion capital.

i. Other obligations

As opposed to the 2019 interim period, there were no relevant
changes in other obligations.
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j. Development of regulatory total capital

Just as in the previous year, we adhered to the statutory total capi-
tal requirements at all times throughout the reporting year. These
included a capital conservation buffer, countercyclical capital
buffer and premium from the supervisory review and evaluation
process (SREP). Operational monitoring and management takes
the form of not only ongoing monitoring activities but also
monthly reports to the Executive Board.

Regulatory group of credit institutions

Kommunalkredit is part of a group of credit institutions whose
ultimate parent is Satere Beteiligungsverwaltungs GmbH (Satere),
which holds 100% of Gesona. Gesona owns 99.80% of Kommu-
nalkredit’s equity. Given that both Satere and Gesona are classified
as financial holding companies as defined by CRR, Kommunalkre-
dit —as per article 11 (2) and (3) CRR —is the only credit institution
obliged to fulfil the requirements of consolidated position spec-
ified in Parts 2 to 4 (Own funds, Capital Requirements, Large Expo-
sures), Part 6 (Liquidity), Part 7 (Debt) and Part 8 (Disclosure) CRR.
Kommunalkredit also meets the definition of a superordinate
credit institution pursuant to § 30 (5) of the Austrian Banking Act,
which is responsible for compliance with the provisions of the Aus-
trian Banking Act applicable to groups of credit institutions.

In addition to Satere, Gesona and Kommunalkredit, the regulatory
group of credit institutions also includes Kommunalkredit KBI Im-
mobilien GmbH, Kommunalkredit KBl Immobilien GmbH & Co KG
and Kommunalkredit TLI Immobilien GmbH & Co KG as providers
of additional services.
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Total capital and the total capital requirements of the group of  inaccordance with CRR, show the following structure and develop-

credit institutions pursuant to the Austrian Banking Act, calculated ment; interim results from the first half of 2020 were not included:

BASIS FOR CALCULATION

in EUR 1,000

30/6/2020

pursuant to Art. 92 CRR

pursuant to Art. 92 CRR

31/12/2019

Total risk exposure amount pursuant to Art. 92 CRR 1,697,492.8 1,671,045.2
of which credit risk 1,551,546.3 1,539,779.1
of which operational risk 132,852.2 116,693.8
of which CVA charge 13,010.4 14,445.6
of which default fund of a qualifying counterparty 83.8 126.7

TOTAL CAPITAL — ACTUAL in EUR 1,000 or % 30/6/2020 31/12/2019*

Common equity tier 1 after deductible items (CET 1) 307,445.5 307,336.4
Tier 2 capital after deductible items 50,398.1 52,889.9
Total capital (tier 1 and tier 2) 357,843.7 360,226.3
Total capital ratio 21.1% 21.6%
CET 1 ratio 18.1% 18.4%

* 2019 values take into consideration the full retention of the 2019 profit for the year.

Regulatory total capital of Kommunalkredit Austria AG
The total capital reported according to the requirements set out by
CRR and the capital requirements pertaining to the income state-

BASIS FOR CALCULATION
in EUR 1,000

30/6/2020

pursuant to Art. 92 CRR

ment of Kommunalkredit as per the Austrian GAAP show the fol-
lowing structure and development; interim results from the first
half of 2020 were not included:

pursuant to Art. 92 CRR

31/12/2019

Total risk exposure amount pursuant to Art. 92 CRR

of which credit risk

1,
1,557,282.7

701,915.8

1,675,668.2
1,545,515.6

of which operational risk 131,538.8 115,580.3
of which CVA charge 13,010.4 14,445.6
of which default fund of a qualifying counterparty 83.8 126.7

TOTAL CAPITAL — ACTUAL in EUR 1,000 or % 30/6/2020 31/12/2019*

Common equity tier 1 after deductible items (CET 1) 313,730.1 313,620.9
Tier 2 capital after deductible items 50,398.1 52,889.9
Total capital (tier 1 and tier 2) 364,128.2 366,510.8
Total capital ratio 21.4% 21.9%
CET 1 ratio 18.4% 18.7%

* 2019 values take into consideration the full retention of the 2019 profit for the year.
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k. Categories of financial instruments

In accordance with requirement to distinguish between groups
of financial instruments, the Kommunalkredit Group categorises
financial instruments as presented in the following table. The book
values and attributive fair values per category can also been found
in the table.

The calculation of the fair values of financial instruments not
recognised at fair value takes place based on the fair value hier-
archy described above. The calculation of fair value uses maturity-,

The values as of 30 June 2020 are as follows:

rating- and instrument-specific measurement parameters in con-
nection with standard valuation methods in line with IFRS 13.

The maximum credit risk for each category of financial instruments
matches the carrying amounts shown in the table. The maximum
credit risk for financial guarantees and irrevocable credit commit-
ment corresponds to the nominal values of TEUR 3,295.0
(31/12/2019: TEUR 3,806.5) and TEUR 339,827.6 (31/12/2019:
TEUR 407,737.1) respectively.

CATEGORIES 30/6/2020 Eash ELL : : At fair value through

: alances with At amortised cost other comprehensive
LotELe SR central banks income

Assets

Cash and balances with central banks 635,441.3 0.0 0.0
Loans and advances to banks 0.0 345,759.8 0.0
Loans and advances to customers 0.0 1,865,075.7 0.0
Assets recognised at fair value through other comprehensive income 0.0 0.0 1,201,667.4
Assets at fair value through profit or loss 0.0 0.0 0.0
Derivatives 0.0 0.0 0.0
Liabilities

Amounts owed to banks 0.0 519,867.9 0.0
Amounts owed to customers 0.0 2,149,886.7 0.0
Derivatives 0.0 0.0 0.0
Securitised liabilities 0.0 1,193,393.7 0.0
Subordinated liabilities 0.0 67,509.3 0.0

The values as of 31 December 2019 are as follows:

CATEGORIES 31/12/2019 Eash and : : At fair value through
EUR 11000 alances with At amortised cost ?ther comprehensive
central banks income
Assets
Cash and balances with central banks 462,613.8 0.0 0.0
Loans and advances to banks 0.0 282,138.9 0.0
Loans and advances to customers 0.0 1,790,149.7 0.0
Assets recognised at fair value through other comprehensive income 0.0 0.0 1,280,575.1
Assets at fair value through profit or loss 0.0 0.0 0.0
Derivatives 0.0 0.0 0.0
Liabilities
Amounts owed to banks 0.0 487,210.5 0.0
Amounts owed to customers 0.0 1,876,254.5 0.0
Derivatives 0.0 0.0 0.0
Securitised liabilities 0.0 1,272,827.2 0.0
Subordinated liabilities 0.0 68,536.4 0.0
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o fa.ir value through :\I:rf:tijrg;a:::ﬁt or loss: Derivaﬁyes.designated Carrying amount Fair value
profit or loss e as hedging instruments
0.0 0.0 0.0 635,441.3 635,441.3
0.0 0.0 0.0 345,759.8 344,547.6
0.0 0.0 0.0 1,865,075.7 1,912,747.7
0.0 0.0 0.0 1,201,667.4 1,201,667.4
230,271.0 61,109.0 0.0 291,380.0 291,380.0
11,573.5 0.0 140,749.2 152,322.7 152,322.7
0.0 0.0 0.0 519,867.9 518,932.6
0.0 0.0 0.0 2,149,886.7 2,096,149.8
45,463.7 0.0 184,073.7 229,537.4 229,537.4
0.0 0.0 0.0 1,193,393.7 1,165,521.8
0.0 0.0 0.0 67,509.3 63,287.8

At fair value
through profit or loss:
mandatory

At fair value through Derivatives designated

S Carrying amount Fair value
as hedging instruments ying

profit or loss

0.0 0.0 0.0 462,613.8 462,613.8

0.0 0.0 0.0 282,138.9 282,085.0

0.0 0.0 0.0 1,790,149.7 1,872,697.8

0.0 0.0 0.0 1,280,575.1 1,280,575.1
215,874.2 38,783.1 0.0 254,657.3 254,657.3
12,941.4 0,0 172,013.2 184,954.6 184,954.6
0.0 0.0 0.0 487,210.5 487,259.2

0.0 0.0 0.0 1,876,254.5 1,852,840.6
47,896.8 0.0 171,640.5 219,537.3 219,537.3
0.0 0.0 0.0 1,272,827.2 1,259,477.3

0.0 0.0 0.0 68,536.4 62,731.1
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I. Disclosures relating to fair value measurement
(fair value hierarchy)

In general, the methods used to measure fair value can be
classified in three categories:

Level 1: There are quoted prices in an active market for identical

financial instruments. The bid quotes for assets in this hierarchy

level are obtained from Bloomberg or Reuters.

Level 2: The input factors for the valuation can be observed in the

market. This category includes the following price determination

methods:

= Price determination based on comparable securities

= Price determination through spreads derived from market
data (benchmark spreads)

Level 3: The input factors cannot be observed in the market. This
includes, in particular, prices based mainly on the estimates of ex-
perts and/or that contain non-observable data. Level 3 financial in-
struments are measured by means of an internal model based on
the present value method. Cash flows are discounted on the basis
of current yield curves, taking credit spreads into account.

Financial instruments recognised at fair value

The following table shows the breakdown of financial instruments
recognised at fair value by category of financial instruments ac-
cording to the fair value hierarchy:

CARRYING AMOUNTS 30/6/2020

for financial instruments recognised at fair value

in EUR 1,000 Level 3

Assets

At fair value through other comprehensive income 25,609.6 744,713.3 431,344.5 1,201,667.4
At fair value through profit or loss 0.0 60,481.8 181,362.8 241,844.5
At fair value through profit or loss: mandatory 0.0 0.0 61,109.0 61,109.0
Liabilities

At fair value through profit or loss (derivatives only) 0.0 45,463.7 0.0 45,463.7
Derivatives designated as hedging instruments

Derivatives designated as hedging instruments (from asset-side positions) 0.0 140,749.2 0.0 140,749.2
Derivatives designated as hedging instruments (from liability-side positions) 0.0 -184,073.7 0.0 -184,073.7

As of 30 June 2020, Kommunalkredit had Level 3 financial assets
measured at fair value in the amount of TEUR 673,816.3
(31/12/2019 : TEUR 644,295.2). The Level 3 classification concerns
infrastructure and energy financing and is based on the non-
observability of the credit spreads required for the discounted
cash flow method.

An adjustment was made to the level assignment in the current
reporting period, and the comparative figure from the previous
year was adjusted accordingly. In the past, all infrastructure and
energy financing was classified as Level 3. From now on, those in-
frastructure and energy financings whose credit spreads are calcu-
lated based on benchmark bonds will be reported under Level 2.

The adjusted values compared to the previous year are as follows:

CARRYING AMOUNTS 31/12/2019

for financial instruments recognised at fair value

in EUR 1,000 Level 3

Assets

At fair value through other comprehensive income 26,154.8 782,035.7 472,384.6 1,280,575.1
At fair value through profit or loss 50,024.0 45,664.0 133,127.6 228,815.6
At fair value through profit or loss: mandatory 0.0 0.0 38,783.1 38,783.1
Liabilities

At fair value through profit or loss (derivatives only) 0.0 47,896.8 0.0 47,896.8
Derivatives designated as hedging instruments

Derivatives designated as hedging instruments (from asset-side positions) 0.0 172,013.2 0.0 172,013.2
Derivatives designated as hedging instruments (from liability-side positions) 0.0 -171,640.5 0.0 -171,640.5
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The following table shows a reconciliation table of financial instru-
ments recognised at fair value included in Level 3 of the valuation
hierarchy:

RECONCILIATION
of financial instruments measured at fair value in EUR 1,000

HALF YEAR FINANCIAL REPORT 2020

1/1-30/6/2020

The adjusted values compared to the previous year are as follows:

RECONCILIATION
of financial instruments measured at fair value in EUR 1,000

as of 1/1/2020 640,055.5
Additions/disbursements 202,717.0
Sold/redeemed -177,891.3
Total gains and losses
recognised in other comprehensive income 1,817.1
recognised in profit or loss (net interest income) 6,896.6
recognised in profit or loss (net result of asset valuation and realised gains and losses) 221.4
as of 30/6/2020 673,816.3

1/1-31/12/2019
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as of 1/1/2019 328,150.1
Additions/disbursements 461,229.8
Sold/redeemed -162,374.8
Total gains and losses
recognised in other comprehensive income 5,133.9
recognised in profit or loss (net interest income) 9,682.8
recognised in profit or loss (net result of asset valuation and realised gains and losses) -1,766.3
as of 30/6/2019 640,055.5
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Financial instruments not recognised at fair value
The breakdown of categories of fair values of financial instruments
not recognised at fair value is as follows:

FAIR VALUES
of financial instruments not recognised at fair value
in EUR 1,000

30/6/2020

Level 1 Level 2 Level 3

Assets at amortised cost

414,785.3 1,500,367.8 342,140.9

Liabilities at amortised cost

An adjustment was made to the level assignment in the current re-
porting period, and the comparative figure from the previous year
was adjusted accordingly. In the past, all infrastructure and energy
financing was classified as Level 3. From now on, those infrastruc-

0.0 3,830,134.6 13,757.4

ture and energy financings whose credit spreads are calculated
based on benchmark bonds will be reported under Level 2.

The adjusted values compared to the previous year are as follows:

FAIR VALUES 31/12/2019

of financial instruments not recognised at fair value

in EUR 1.000 Level 1 Level 2 Level 3
Assets at amortised cost 398,947.8 1,423,774.7 332,060.2
Liabilities at amortised cost 0.0 3,647,523.1 14,785.2

m. Significant events after the balance sheet date

No significant events arose between the balance sheet date of
30 June 2020 and the publication of this half-year report.

Ownership structure

Relationship with

Name of the company Kommunalkredit

n. Related party disclosures

Transactions with affiliated companies and people are executed
under the same conditions as transactions with independent busi-
ness partners.

Registered office

‘ Shares held

Gesona Beteiligungsverwaltung GmbH | Direct parent

Vienna, Austria Comp.Reg.no 428969m | 99,80 % in Kommunalkredit

Satere Beteiligungsverwaltungs GmbH | Controlling parent company

Satere Beteiligungsverwaltungs GmbH (Satere) is owned by Inter-
ritus Limited (Interritus) and Trinity Investments Designated Activ-
ity Company (Trinity), who hold 55% and 45%, respectively, un-
changed as of 31 December 2019; the two companies exercise
joint control over Satere through contractual agreements. Satere
thus qualifies as a joint venture according to IFRS 11 and is classi-
fied as the controlling parent company of the Kommunalkredit
Group.
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Vienna, Austria Comp.Reg.no 428981f ‘ 100 % in Gesona

Kommunalkredit assumes the fiduciary administration of loans for
a related party of Trinity under a framework agreement. As of
30 June 2020, positions of EUR 314.3m (31/12/2019: EUR 314.1m)
are held in trust on the basis of an trust agreement; as Kommu-
nalkredit has no rights or obligations relative to the underlying
lending business, the criteria for balance sheet recognition do not
apply. In the interim period, the fiduciary administration of these
transactions generated fee and commission income of TEUR 585.4
(1/1-30/6/2019: TEUR 552.1). As of 30 June 2020, there are open
balances of TEUR 422.0 (31/12/2019: TEUR 582.1) resulting from
this contract, which are reported under “Other assets”.



Tax group

Effective as of 2016, a tax group pursuant to § 9 of the Austrian
Corporate Income Tax Act was formed, with Satere as the group
parent. The group members as of 30 June 2020 include Gesona,
Kommunalkredit and Kommunalkredit Public Consulting GmbH
(KPC).

Relationships with associates
The following positions exist for communal lending using the
equity method:

= Loans receivable of TEUR 30,515.4 (31/12/2019: TEUR 32,886.2);
these resulted in interest income of TEUR 15.4 (H1 2019:
TEUR 7.8)

= Contingent liabilities in the form of liabilities in the unchanged
amount of TEUR 1,350.0

= Other off-balance sheet liabilities in the form of promissory
notes of TEUR 1,266.4 (31/12/2019: TEUR 1,374.2)

Transactions with key management personnel

Key management personnel are people with direct or indirect
authority and responsibility for the planning, management and
supervision of activities at Kommunalkredit. Kommunalkredit con-
siders the members of the Executive Board and the Supervisory
Boards to be key management personnel.

The business activities of the Kommunalkredit Group unfold
primarily in the area of municipal and infrastructure-related
project financing as well as in the management of support pro-
grammes for the Republic of Austria. The bank’s activities are
concentrated in a single business segment, the results of which
are reported regularly to the Executive Board and the Super-

There is a company that holds a capital interest of 15% in Fidelio
KA Beteiligung GmbH; this company is within the range of in-
fluence of an Executive Board member of Kommunalkredit and
a close relative. Fidelio KA Beteiligung GmbH was established for
the purpose of acquiring and holding participating interests,
among others in the fields of business of alternative investment
funds, asset management and advisory; it holds participating inter-
ests in Fidelio KA Investment Advisory GmbH and Fidelio KA Infra-
structure Opportunities Fund GP S. a r. |. By way of an assignment
agreement dated 3 July 2020, Kommunalkredit Austria AG trans-
ferred a further 10% of the shares in Fidelio KA Beteiligung GmbH
to a company that falls within the sphere of influence of an Execu-
tive Board member.

As of 30 June 2020, just like as of 31 December 2019, there were
no outstanding loans/advances to members of the Executive
Board or to members of the Supervisory Board, and there were no
liabilities with Kommunalkredit for them either.

Furthermore, there were no business relationships nor balances
open during the interim period between Kommunalkredit and the
members of the Executive and Supervisory Boards as of the repor-
ting date.

visory Board in the form of the consolidated financial statements
prepared according to IFRS. The disclosures relating to the busi-
ness segment are presented in the statement of financial
position (IFRS) and the income statement of the Group. Recon-
ciliation is therefore not required.

Vienna, 21 August 2020

The Executive Board of
Kommunalkredit Austria AG

9/7[
Bernd Fislage
Chief Executive Officer
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Jochen Lucht
Member of the Executive Board



We hereby confirm to the best of our knowledge that the interim consolidated financial statements prepared in accordance
with the relevant accounting standards present a true and fair view of the assets, the financial position and the income of the
Group, and that the Group Management Report for the first half of the year conveys a true and fair view of the assets, the finan-
cial position and the income of the Group with regard to the main events during the first six months of the financial year and
their impact on the interim consolidated financial statements, as well as with regard to the essential risks and uncertainties for
the remaining six months of the financial year.

Vienna, 21 August 2020

The Executive Board of
Kommunalkredit Austria AG

9/ 4 /&M/ 2
Bernd Fislage Jochen Lucht
Chief Executive Officer Member of the Executive Board
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Report on the Review of the
condensed Interim Consolidated
Financial Statements



Introduction

We have reviewed the accompanying condensed interim consolidated financial statements of Kommunalkredit Austria AG, Vienna,
for the period from 1 January 2020 to 30 June 2020. These condensed interim consolidated financial statements comprise the con-
densed consolidated statement of financial position as of 30 June 2020 and the condensed consolidated statement of comprehensive
income, the condensed consolidated statements of cash flows and condensed consolidated statement of changes in equity for the
period from 1 January 2020 to 30 June 2020 and the condensed notes, summarizing the significant accounting policies and other
explanatory notes.

Management is responsible for the preparation of the condensed interim consolidated financial statements in accordance with Inter-
national Financial Reporting Standards (IFRS’s) for Interim Reporting as adopted by the EU.

Our responsibility is to express a conclusion on these condensed interim consolidated financial statements. Our liability towards the
Company and towards third parties is limited in accordance with § 275 par. 2 of the Austrian Commercial Code (UGB).

Scope of review

We conducted our review in accordance with Austrian Standards for Chartered Accountants, in particular in compliance with KFS/
PG 11 “Principles of Engagements to Review Financial Statements”, and International Standard on Review Engagements (ISRE 2410)
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity“. A review of interim financial state-
ments is limited primarily to making inquiries, primarily of Company personnel, responsible for financial and accounting matters, and
applying analytical and other review procedures. A review is substantially less in scope than an audit conducted in accordance with
Austrian Standards on Auditing and International Standards on Auditing and consequently does not enable us to obtain assurance
that we would become aware of all significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.

Conclusion

Based on our review, nothing came to our attention that causes us to believe that the accompanying condensed interim consolidated
financial statements are not prepared, in all material respects, in accordance with International Financial Reporting Standards (IFRS’s)
for Interim Reporting as adopted by the EU.

Statement on the interim consolidated management report for the 6 month period ended 30 June 2020
and on management’s statement in accordance with § 125 Austrian Stock Exchange Act (BorseG)

We have read the interim consolidated management report and evaluated whether it does not contain any apparent inconsistencies
with the condensed interim consolidated financial statements. Based on our evaluation, the consolidated interim management
report does not contain any apparent inconsistencies with the condensed interim consolidated financial statements.

The interim financial information contains the statement by management in accordance with § 125 par. 1 subpar. 3 Austrian Stock
Exchange Act.

Vienna, 21 August 2020

KPMG Austria GmbH
Wirtschaftsprifungs- und Steuerberatungsgesellschaft

signed
Bernhard Mechtler
Engagement Partner
Wirtschaftsprifer
(Austrian Chartered Accountant)

We draw attention to the fact that the english translation of this review report is presented
for the convenience of the reader only and that the german wording is the only legally binding version.
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Reporting Regulations
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Statement of financial position of Kommunalkredit Austria AG

according to Austrian reporting regulations

Assets in EUR 1,000 30/6/2020 31/12/2019

Cash on hand, balances with central banks 635,440.9 462,612.8
for refmancing st he entra o DL 1600390
Loans and advances to banks 176,323.3 113,404.4
Loans and advances to customers 2,563,652.1 2,577,990.5
Bonds and other fixed-income securities 327,168.7 322,941.4
Shares and other non-fixed-income securities 0.0 50,024.0
Equity participations 23,964.1 23,964.1
Shares in subsidiaries 32,543.4 32,671.1
Non-current intangible assets 199.6 246.6
Property, plant and equipment 2,551.5 2,590.2
Other assets 24,162.5 40,614.7
Accruals/deferrals 6,065.6 5,885.5
Deferred tax assets 10,593.9 9,834.8

Total assets

3,976,222.7

3,802,819.1

Equity and liabilities in EUR 1,000 30/6/2020 31/12/2019
Amounts owed to banks 520,357.0 487,373.7
Amounts owed to customers 1,923,511.7 1,732,320.5
Securitised liabilities 1,084,838.4 1,137,195.5
Other liabilities 25,920.7 30,338.1
Accruals/deferrals 11,655.1 12,501.9
Provisions 18,775.8 21,696.6
Fund for general banking risks 40,000.0 40,000.0
ot Regutation E0) No. S78/2015 B 67,5252
Subscribed capital 172,659.5 172,659.5
Fixed capital reserves 6,831.8 6,831.8
Retained earnings 68,277.1 68,277.1
Risk reserve under § 57 (5) Austrian Banking Act 15,573.7 15,511.5
Net profit 21,778.2 10,587.7
of which profit carried forward 10,587.7 205.0
of which profit for the period (after appropriation to reserves) 11,190.6 10,382.6

Total equity and liabilities

3,976,222.7

3,802,819.1

Regulatory capital ratios of Kommunalkredit Austria AG according to CRR

in EUR 1,000 or % 30/6/2020 31/12/2019

Total risk exposure amount pursuant to Art. 92 CRR 1,701,915.8 1,675,668.2
Common equity tier 1 after deductible items (CET 1) 313,730.1 313,620.9
Own funds (tier 1 and tier 2) 364,128.2 366,510.8
Total capital ratio 21.4% 21.9%
CET 1 ratio 18.4% 18.7%
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Income statement of Kommunalkredit Austria AG according
to Austrian reporting regulations

in EUR 1,000 1/1-30/6/2020 1/1-30/6/2019
Net interest income 23,902.8 21,690.9
Income from investments 764.5 1,609.4
Net fee and commission income 6,779.2 6,379.5
Income from financial transactions 12.1 -4.0
Other operating income 1,302.9 2,869.6
of which general administrative expenses re-invoiced to KF/KPC 1,201.2 2,720.4
Operating income 32,761.5 32,545.4
General administrative expenses -22,706.9 -21,947.3
Personnel expenses -13,705.6 -12,758.8
Other administrative expenses (non-personnel) -7,236.4 -7,573.7
Bank Resolution Fund -1,764.8 -1,614.8
Depreciation of property, plant and equipment -181.7 -244.0
Other operating expenses -327.3 -302.4
of which bank stability tax -327.3 -302.4
Operating expenses -23,215.8 -22,493.7
Operating result 9,545.7 10,051.7
Net result of valuations and realised gains and losses 985.0 3,655.6
of which realised from the early redemption of own issues 3,209.0 4,098.9
of which realised / valuation from securities, loans and derivatives -1,198.1 1,601.3
of which change in valuation allowances -1,025.9 -2,044.7
Profit on ordinary activities 10,530.7 13,707.3
Taxes on income 742.6 952.4
Other taxes -20.5 -15.3
Net profit for the period 11,252.7 14,644.4
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