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I.

REPORT OF THE MANAGEMENT BOARD

KELAG can look back on a successful business year. Our company was able to profit
from the industry's increased energy demands which came as a result of the economic
recovery. The cooler weather conditions also had an effect, contributing to increases in
private households' energy use. Despite the overall improvement in the economic situation, prices in the fuel markets remain low. There has been a light upwards trend in energy prices which comes as a result of the development of primary energy prices. The
prices lay slightly above those of the previous year; however, they continue to be considerably lower than prices before the outbreak of the financial and economic crisis. The
water supply fell compared to the previous year. In 2010 the water flow quota of 97.9 %
was below the 2009 value of 108.9 %.

KELAG profits from
Economic Recovery

The improvements in general economic conditions and the condition of the energy industry had a positive effect on our turnover and performance trends. Our turnover increased
considerably, growing to 1,528 m EUR. This was due to growing demand for energy,
stimulus investment and an increased trade volume. The company profit was also higher
year-on-year at 91.0 m EUR.
In 2010 Standard & Poor’s once again affirmed our "A Rating". This outstanding rating
puts KELAG at the head of the field compared to other international energy providers.

"A Rating" Maintained

With our solid financial and turnover structure behind us, 2010 saw us continue along our
path of value-oriented growth and innovation based on renewable energy. Our anticyclical investment policy saw us realise a record investment and maintenance programme with a volume of approximately 180 m EUR.

KELAG on a
Path for Growth

Increased exploitation of energy production through hydroelectric power in the Austrian
state of Carinthia was a key focus of our investment activities. Some of the results of this
investment include the expansion of the Feldsee pump/storage power station's production
and pump performance by 70 MW, the addition of a 35 MW pump at the Koralpe storage
power station and the construction of a small-scale hydroelectric power station in Gailitz.
The Reisseck II Project, a joint project carried out in partnership with
VERBUND Hydro Power AG, should also be highlighted. This project will increase the
production and pump capacity of the Reisseck/Kreuzeck and Malta power station group
by 430 MW. Construction was commenced in summer. The additional 181 MW which will
be gained when the new facilities are commissioned in 2014 will cost approximately 191
m EUR. These costs are to be borne jointly and proportionally.
We have continued to pursue our business activities aimed at establishing ourselves in
the South-East European market. The integration of the Slovenian energy trading company Interenergo acquired in November 2009 into the KELAG Group was successfully
completed in June. Operation of the small Postica hydroelectric power station in Serbia
commenced in June. Construction of the small Bosnian hydroelectric power station commenced in September. The Balchik wind farm, a 10 MW wind farm constructed in northeastern Bulgaria, commenced commercial operation at the end of July. In addition, there

Success in
South-East Europe
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is currently a 14 MW wind farm under construction on the Romanian Black Sea coast. We
expect to receive the approvals necessary for a number of other small-scale hydroelectricity and wind power projects and commence their execution in 2011. The strategic orientation with regard to our international activities is clear: we are relying on renewable
energy sources and striving for selective growth according to clear return and risk criteria.
The "grid" division of our company implemented an extensive investment and maintenance project over the 2010 financial year aimed at continuing to guarantee a high-quality
electricity supply in the future. The key focus points of this project were the expansion of
our medium voltage network and work on the approval process for the Villach Sued
220/110 kV Transformer Station Project which is necessary to secure the future power
supply for the greater Villach area.

High-Quality Supply

In our heating division, we have been successful in our continuation of our integration and
consolidation process: Cost-reduction potential has been exploited, restructuring measures have been taken. On the other hand, we have been able to generate growth in Villach by consolidating and extending the network and through the construction of another
(16MW th) biomass plant.
Through a range of intensive acquisition activities, we have also been able to make considerable increases to the number of electricity and gas customers. In response to our
customers' expectations, we are continuously developing our product and service portfolios with regard to climate protection and energy efficiency. One of the key points in this
process is the improvement our range of energy consulting services.

Focus on Innovation

Our policy of innovation is also reflected in our use of innovative technology: In addition to
a smart metering pilot program and the construction of electric service stations in central
Carinthia, we are also currently erecting a large photovoltaic solar energy plant in St. Veit
on the Glan. In conjunction with our partners RWE, we used an E-Mobility Road Show to
provide the public with comprehensive information on electro-mobility.
In May last year, the Federal State Carinthia and RWE extended their successful partnership as joint owners of Kärntner Energieholding Beteiligungs GmbH, which holds 63.85 %
of KELAG, for a further ten years. Joint goals for KELAG that were defined included the
continued expansion of reliance on renewable energy both domestically and internationally, and increased efforts to improve energy efficiency and support electro mobility. With
this partnership as our basis, we have a stable ownership structure with clear future
prospects for the development of KELAG as a green and innovative company.
Our commercial activities are based on sustainability. We are constantly focussed on
achieving an optimal balance between commercial stability, reliability of supply, climate
protection and social responsibility. We have kept the public informed on our efforts for
climate protection and sustainable use and generation of energy through our campaign
"The Climate Protection Generation – Let's Change the Future. Now."1 This campaign
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Strengthening
Partnerships

Sustainability as a Corporate Philosophy

German title: "Generation Klimaschutz – Verändern wir die Zukunft. Jetzt."
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shows how KELAG customers can help us to fight climate change and support sustainability.
We are well aware of our economic, energy-political and social responsibility. Through
our business activities we make a considerable and measurable contribution to regional
creation of value and to securing and creating employment in the energy industry of

Responsibility
for the Region

Carinthia and the Carinthian economy in general. Our investments in renewable energy,
our dedication to fighting climate change and improving energy efficiency and our support
of the community show that we will continue to recognise our social responsibility in future.
We would like to take this opportunity to thank our customers and partners for their confidence in us. We would also like to express our appreciation to our employees for their
hard work and dedication.
Having successfully overcome the challenges posed by the economic crisis, we now turn
a confident eye to the future. We will continue along our path based on values, growth
and innovation in 2011.

Staying on Track

The Management Board:
Univ.-Prof. Dipl.-Ing. Dr. Hermann Egger e. h.
Chairman of the Management Board
Dipl.-Ing. Harald Kogler e. h.
Member of the Management Board
Dipl.-Kfm. Armin Wiersma e. h.
Member of the Management Board
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II.

THE YEAR AT A GLANCE

January – March
Our growth strategy which we embarked upon in 2008 is scrutinised on a regular basis in
the context of the economic surroundings as part of an annual review. The Management
Board affirmed the application of the strategy and the continuation of the investment programme.
Construction of the Gailitz hydroelectric power station in Arnoldstein, Austria, commenced
at the beginning of February. This project includes the construction of a new small-scale
power station that will replace three other existing small-scale power stations.
The initial phase of the comprehensive, inter-company “Business Process Optimisation"
project was completed, adapting the processes in compliance with various best practice
points.
We kicked off our "Talent Management" project with approximately 50 trainees; the project aims to secure targeted personnel development.
Early March marked both the start of the "Electromobility" initiative in Carinthia and the
commencement of operation of our first electric service station in Villach.
The KELAG Waerme GmbH board decided to construct the new Villach Biomass Heating
Plant.
KELAG constructed a large photovoltaic solar power plant as part of the "Sun City St.
Veit" project. This 450 kWp plant is expected to produce around 450,000 kWh of electricity annually.

April – June
Standard & Poor’s confirmed our outstanding creditworthiness in their annual Rating Review, awarding KELAG an "A Rating" once again.
The Federal State of Carinthia and RWE extended their successful partnership as joint
owners of Kärntner Energieholding Beteiligungs GmbH, which holds 63.85 % of KELAG
shares, for a further ten years.
KELAG kicked off the campaign titled "The Climate Protection Generation - Changing the
Future. Now.", to communicate our dedication to fighting climate change and supporting
sustainability to the public.
KELAG's customer service became Austria's fourth customer service centre and first
energy supplier-owned customer service to be certified according to the pan-European
quality standard for customer contact centres in accordance with Austrian standard
ÖNORM EN 15838.
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At the beginning of June, KELAG commenced the operation of the small Postica hydroelectric power station in Serbia.
KELAG presented the pan-European RWE E-Mobility Roadshow exclusively for Austria,
stopping for a week in Klagenfurt, giving people a glimpse at the future of electric motoring.
In June the integration of the Slovenian energy trading company Interenergo d.d., which
was acquired in November 2009, into the KELAG Group was successfully completed.

July – September
Construction work on the project Reisseck II, a joint project in conjunction with VERBUND
Hydro Power AG, was commenced. This project will increase the production and pump
capacity of the Reisseck/Kreuzeck and Malta power station group by an additional 430
MW.
Machinery and electrical components for the second machine unit in the Feldsee
pump/storage power station, some weighing up to 90 tonnes, were delivered and assembled according to plan.
The Balchik wind farm, a 10 MW wind farm constructed in north-eastern Bulgaria, commenced commercial operations at the end of July.
A survey of the KELAG energy consulting service indicated high customer satisfaction. Of
the people surveyed, 98 % said that they would recommend KELAG energy consulting.
KELAG opened Europe's highest altitude E-Charging Station on Kaiser-Franz-JosephHoehe at the foot of Mount Grossglockner.
The purchase of the wind park project in Romania was successfully concluded at the end
of September. The project involves the construction of six wind energy facilities with a
total yield of approximately 14 MW.
Construction of a small 5 MW Bosnian hydroelectric power station in Novakovici commenced in September.

October – December
The district heating plant in Lenart, Slovenia, operated by the KELAG Waerme GmbH
subsidiary Eko toplota Energetika d.o.o., commenced operations in October. This plant
will provide the Slovenian city with heat produced using biomass via the city's district
heating grid.
The purchase agreement for the Rosewood Project was signed on 19 October. The project covers three currently operational, small hydroelectric power stations in Bosnia with a
total output of 2.5 MW.
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At the Koralpe Pump Project, the machine unit was installed at the beginning of November.
KELAG invited around 300 experts to participate in the “Renewable Energy Conference”
in Velden where they discussed future energy systems.
For the third time, the KELAG website was awarded first place in a competitive comparison of the websites of Austrian energy providers.
Mid November saw a large-scale assessment of the KELAG crisis management system.
Experts from the Austrian Defence Force oversaw the successful simulation of a catastrophe scenario.
Our project "Sustainability" was kicked off at the end of November. This project is aimed
at supporting the targeted development of KELAG's sustainability activities.
KELAG was distinguished at the 2010 Maecenas Awards for their outstanding dedication
to art and their roles as cultural sponsors with the "Maecenas Ö1 Public Choice Award”.
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III.

GROUP MANAGEMENT REPORT

Company and Environment

Economic Environment
Worldwide economic recovery became considerably more intense over the last financial

Economic Recovery

year. Growth was particularly dynamic in the first two quarters of 2010. This growth was
stimulated by the rapid growth in developing nations such as Brazil, China and India and
the increased number of orders and production that this caused in industrialised countries. Domestic stimulus programs and expansive fiscal policies also supported the
growth. Following a 1.0 % decline in global economic performance in 2009, the global
economy grew by 4 % in 2010.
The European economic recovery in 2010 was particularly dynamic, with growth figures
of 1.8 % following a decline of -4.2 % in 2009. The European development was split: on
the one hand, export-oriented countries formed a group with Germany at its head which
experienced powerful economic recovery. On the other hand, some countries remained in
recession as a result of ongoing structural problems and the need for budgetary consolidation.
Austria's economy developed positively in 2010. The economic growth rate of 2.0 % was
above the European average. This development was given a considerable impulse from
the strong growth in exports and material goods production. Austria profited indirectly
from the powerful recovery of developing markets in Asia and Latin America through its
close supplier relationship with the global market-oriented German economy.
Economic recovery has also had an effect on the Austrian employment market. The
strong industrial activity was one of the key reasons for the economic growth. The unemployment rate (as calculated according to EU criteria) fell year-on-year from 4.8 % to
4.4 %. The number of employed also increased. In comparison with other European
countries, Austria was among the leaders of the pack.

Tension Eases in the
Employment Market

The financial markets in many countries in the European Monetary Union were recently
burdened by the high public debt in those countries. The European Central Bank (ECB)
incrementally lowered the key interest rate until it reached 1 % at the beginning of May
2009, a rate which has been maintained.
An inflation rate of 1.9 % was higher than in 2009. The rise in the cost of living was affected quite significantly by the increased price of mineral oil products. The high public
debt in the USA trended towards a weaker US dollar against the euro.
Despite the global economic recovery, the currency risks and uncertainty posed by the
high public debt in some EU member states and in the USA put the stability of the recovery at risk.
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Prevailing Circumstances in the Energy Sector
While there was a 3.9 % reduction in the Austrian electricity consumption in 2009 compared with the year before, 2010 saw growth of 4.3 % due to the economic recovery;
however, electricity consumption remained below the levels reached before the outbreak
of the financial and economic crisis. The natural gas consumption grew considerably by

Increased
Energy Consumption

8.5 % after a 2.1 % decrease in 2009. This saw the consumption of natural gas in 2010
surpass that of 2008 by 5.2 %.
Despite the overall improvement in the economic situation, prices in the fuel markets
remain below the levels which were being achieved directly before the crisis. There is,
however, a recognisable trend of recovery compared to last year. Since October 2009 the
oil price has been in a state of volatile lateral movement within a defined price corridor.
The oil price broke out of this corridor towards the end of the year, rising above the 90
USD / barrel mark. This represented a 26 month high for the oil price. The average price
for Brent crude oil in 2010 was 80.3 USD / barrel, 17.7 USD higher than the 2009 average.

Fuel Prices Below
Pre-Crisis Levels

Gas prices for long-term gas supply agreements are generally still tied to oil prices. Since
2010 a small proportion of the amounts supplied under these agreements have been
based on the central European gas market's forward prices. This practice of tying gas
prices to the oil price continues to cause delays in the development of the gas price compared to the oil price. Over the past few years trade in freely-available quantities of gas
has become more significant. These gas quantities which are not indexed according to
the oil price are cheaper and are causing the gas markets to drift apart. The annual average price for natural gas fixed capacity deliveries in the spot market grew from 12.7
EUR/MWh in 2009 to 17.5 EUR/MWh in 2010. The average forward price for the following year increased by less, from 18.6 EUR/MWh in 2009 to 19.6 EUR/MWh in 2010.
Coal prices also rose due to the high demand coming from Asia. The 2010 price levels
were on average 35 % higher than in 2009.
The prices in European CO2 emission allowances trade (EU Allowances – EUAs) displayed a light growth trend in 2010. Certificates cost about 13 EUR per ton of CO2 in the
first quarter. Later in the year, the price was in a corridor of about 15 EUR per ton of CO2,
higher than in the previous year. At the end of the year certificates cost about 14 EUR per
ton of CO2.
Prices in the European electricity wholesale markets have remained low since 2009.
Base-load electricity was traded for an average of 44.5 EUR/MWh in spot trade in the first
nine months, with peak-load electricity fetching an average of 55.0 EUR per MWh. This

Low Electricity
Price Levels

represented a slight increase compared to the same period the year before. The prices
rose in the fourth quarter. The same applied in forward trade. Forward contracts for the
2011 calendar year cost an average of 49.9 EUR/MWh of base-load electricity and 65.0
EUR/MWh of peak-load electricity in 2011.
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Relative Price Development in Wholesale Markets

Electricity
Oil
Coal

KELAG pursues a long-term marketing and procurement strategy. This strategy involves
the marketing of a considerable proportion of our production capacity for periods of up to
three successive years in advance. At the same time, we acquire enough to cover our
tariff customers' consumption three years in advance, paying in instalments. This wellbalanced marketing and procurement policy levels out the risks of short-term price fluctuations, giving us planning security.

Well-Balanced Energy
Procurement and Sales

Some business customers continued to display low demand, which meant that some
electricity capacity which had been ordered at higher prices under supply agreements in
2008 had to be resold at unfavourable conditions in the forward and spot markets.
The heating division profited from the relatively cool weather conditions which were experienced last year compared to previous years.

Cold Weather Conditions

Effects of the Legal Framework for Energy
As part of the UN Climate Conference held in Cancun, Mexico, in December 2010, some
progress was made towards the continuation of the Kyoto Protocol. Another accord was
passed which will be a corner stone of the global climate convention that the international

Directions to
Fight Climate Change

community is striving to develop. The so-called "two-degree target" was finally officially
confirmed; negotiations on a legally binding global climate treaty, however, have been
postponed until the next climate change summit, which is to be held in South Africa.
At a European level, several ambitious energy and climate policy-related targets were
passed years ago. According to these directives, the energy consumption in the EU and
carbon dioxide emissions are to be reduced by 20 % by the year 2020. The proportion of
renewable energy in the EU's energy mix is to grow to 20 % by the year 2020. Consequently, individual EU member states have had similar energy targets passed at a na11
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tional level. Austria will have to reduce its energy consumption by 20 %. The greenhouse
gas emissions in sectors which are not subject to the EU emissions trading scheme notably space heating and transport - will have to be reduced by 16 %, measured against
the levels in 2005. The proportion of energy generated from renewable energy sources is
to grow from 24.4 % (2005) to 34 % by the year 2020.
The "National Energy Strategy Austria", also known as the "Austrian Energy Strategy" for
short, is to help in achieving the targets set for Austria. The strategy is based on a threepillar model founded on increased energy efficiency, expanding the exploitation of renewable energy sources and securing reliable energy supply. The "National Action Plan
2010" for renewable energy was developed by the competent ministry and specifies targets for electricity, transport, heating and cooling.

Austrian National
Energy Strategy

One of the most significant initiatives in the energy sector currently operational at an
EU level is the energy infrastructure package which was announced in 2010 and sets
down priorities for the coming years. These priorities cover many of the key future projects in the Austrian energy sector aimed at achieving the climate change targets. Improved energy efficiency plays a key role here. New technology and innovation (such as
smart grids and smart meters) and flexible systems are to form the basis in securing a
sustainable energy supply in the long-term. The Austrian energy sector has announced
development and upgrades of seven billion kilowatt hours and investments of 15 bn EUR
in grids and production capacity to be delivered by 2020 as part of their "Hydroelectricity
Master Plan" and the "Red-White-Red Energy Package". One of the key features of the
expansion plan for hydroelectricity is modernised pump/storage power stations.
Pump/storage power stations give Austria the opportunity not only to balance out the high
fluctuations in energy production in the European grid which result from wind energy and
photovoltaic electricity sources, but also to improve the reliability of the domestic electricity supply.
For years, KELAG has attributed great importance to climate protection and energy efficiency and, based on the energy policy framework and challenges, has maintained a

Dedication to
Sustainability

value-oriented growth and innovation course with the following focuses: Increasing the
production of electricity using renewable energy sources, both domestically and internationally and dedication to improving energy efficiency. This calls for a stable legal framework that will make it easier to invest in renewable energy and to upgrade and renew
existing grids. 2010 also saw the passing of further legislative amendments which will
affect our business activities.
A support authority has been established in Austria to facilitate the meeting of the green
electricity production targets set down by the EU. Electricity traders in Austria are under
an obligation to source green electricity produced by certified eco-electricity facilities from
the central green electricity clearing agency (Zentrale Ökostromabwicklungsstelle), at
legally-defined transfer prices. The Transfer Price Directive 2010 raised the obligatory
transfer price effective from 01/01/2010.

Green Electricity

12

KELAG-Kärntner Elektrizitäts-Aktiengesellschaft
Annual Report 2010 | Group Management Report

As part of the application of the third EU internal market directive, the Austrian parliament
passed the "Elektrizitätswirtschafts- und Organisationsgesetz 2010 (ElWOG 2010)" and
the "E-Control-Gesetz" (the "Electricity Industry and Organisation Act 2010" and the "Energy Control Act" respectively), proclaiming these acts on 23 December. These represented further steps in the liberalisation of the internal European electricity market.
Some of the key focus points are the unbundling of the transmission network operators,
the unbundling of the distribution grid operators, the introduction of intelligent metering,
improved consumer protection and the reorganisation of regulatory authorities. In order
to allow a more balanced appraisal of varying interests during approval processes, securing a reliable energy supply was entrenched in the EIWOG Act as a point of public interest. This is to ensure that the increasingly important matters of secure electricity sup-

Liberalisation

plies, environmentally-friendly production and high-performance grids are given due
consideration.
The regulation of the grid tariffs is putting Austrian grid operators under constant pressure
as far as efficiency and prices are concerned. The second period of incentive-based
regulation of the electricity grid sector commenced on 1 January 2010 and will continue
for the next four years. A number of changes have been instituted compared with the first
regulation period, including the introduction of a system of purchasing the grid losses via
a tender of all network operators, starting in the 2011 financial year.

Grid Operators
Under Cost and
Efficiency Pressure

As part of the implementation of the European Water Framework Directive (WFD) for
water protection, the first Austrian Water Management Plan was published at the end of
March 2010. Hydroelectricity is a point of interest, particularly in the three questions of
continuity of water, residual water and torrent damage to flowing bodies of water. From
today’s viewpoint, the successive implementation of the WFD will be detrimental to the
generation of hydroelectricity at existing hydroelectric power stations. The Austrian Water
Management Plan made an amendment of the Austrian Water Rights Act ("Wasserrechtsgesetz") necessary which was passed by the cabinet in mid-December 2010.
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Strategic Orientation
KELAG Group has been following a path of value-oriented growth and innovation based
on renewable energy since 2008, based on a company-wide strategy analysis and development programme.
As in 2009, the strategic orientation of the company was subjected to close scrutiny in
2010. One of the examination's key findings was that, based on its solid financial strength
and profitability, KELAG can continue to rely on this growth and innovation strategy.

Corporate Strategy Review

Domestic and International Growth
KELAG has made the expansion of its hydroelectricity production capacity in Carinthia
and its activities in the Austrian heating and bioenergy sector its key focal points for
growth. The 2010 financial year was characterised by investments in power stations in
Carinthia. In addition to the continued construction of the Feldsee pump/storage power
station in the Fragant power station group with a final output of around 140 MW, the restructuring of the existing Koralpe storage power station into a pump/storage power sta-

Expansion of
Hydro-Electricity
and Bio Energy in Austria

tion was also pushed ahead. These two projects will increase KELAG's production capacity by around 40 %. 2010 also saw the construction of the 2 MW Gailitz power station. In
cooperation with VERBUND Hydro Power AG, KELAG will increase the production and
pump capacity of the Reisseck/Kreuzeck and Malta power station group by 430 MW.
Internationally, KELAG is looking into the development or acquisition of hydroelectricity
and wind power projects. The integration of Slovenian energy trading company Interenergo d.d., which had been acquired in November 2009, into the KELAG Group was an-

Development and
Acquisition of
International Projects
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other key event in 2010. Interenergo is active in electricity trading and hydroelectricity
power station projects in the former Yugoslavian states. In cooperation with KELAG Trading, electricity volumes traded in 2010 were increased to around 1.5 bn kWh. Three
power station projects in Serbia, Bosnia and Kosovo are currently in operation or under
construction.
KELAG's first wind power project, a 10 MW wind farm, commenced operation in Balchik,
on the Bulgarian Black Sea coast. In addition, a 14 MW wind farm is currently under construction on the Romanian Black Sea coast.
A biomass heating plant in the Slovenian municipality of Lenart, run by KELAG Waerme
GmbH subsidiary Eko toplota Energetika d.o.o., commenced commercial operation at the
beginning of October. The heating plant has an output of 2 x 3.5 MW. The district heating
grid which was built at the same time also passed its technical approval inspection in
October.

Innovation
Energy Consulting and Energy Efficiency
KELAG Group reinforced its position as a full-service service provider in the regenerative
energy and energy efficiency sector. To take advantage of the growing interest amongst
customers for energy-saving measures, KELAG offers attractive sector-specific energy
services, such as energy monitoring for the industry and city councils, as well as professional energy consulting for private households and business customers. As an innovative energy service provider, KELAG develops cutting edge products. Industry and business customers are offered specific service packages which will guarantee them sustainable energy efficiency and cost reduction. Private and business customers can use the
interactive energy adviser (www.kelag.at) to calculate their energy saving potential. All

Full-Service Partner
for Renewable Energy

KELAG energy consultations are designed to be useful to the customer and to address
our climate change responsibility dedication to energy efficiency.
Smart Metering
KELAG Netz GmbH commenced a Smart Metering pilot project in Ferlach, Austria in
2009, which was continued in 2010. A total of 259 so-called "intelligent meters" allow 182
KELAG pilot customers to optimise their consumption behaviour and to save electricity.

Smart Metering
Pilot Project

KELAG Group expects to gain useful information from the pilot project regarding customers' acceptance and the technical requirements for the use of smart metering.
Electromobility
KELAG has also proven to be innovative in its electromobility activities. The electric car is
viewed as an energy efficient alternative to combustion engine vehicles in the mid and
long-term. For this reason, KELAG views electromobility as an important topic for the
future. Car recharge points are being installed in central Carinthia under a cooperation

Installation of
E- Charging stations
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agreement between KELAG and electricity provider RWE. KELAG is also part of the
Carinthia-wide electromobility forum, a group trying to raise public awareness on electromobility.
Photovoltaics
As part of a pilot project in support of future-oriented power production technology,
KELAG has erected four decentralised photovoltaic power stations with a total output of
2
450 kWp and approximately 3,500 m of solar panels. The systems have been set up in
the vicinity of St. Veit on the Glan and will be used for research, development and demonstration purposes. The various structures and orientations of the chosen locations provide KELAG with areas which are ideal for research purposes. The use of different types

Photovoltaic
Pilot Project

of technology is expected to provide important information about the performance of systems and their long-term behaviour. Construction of the first facility was commenced in
2010.
E-business
Electronic business has provided KELAG customers with modern services using the latest technology. The KELAG website is subject to ongoing monitoring and improvement to
ensure that the online applications are as user-friendly and useful to customers as possible. The high quality of online service was acknowledged once again with the awarding of
first place in a renowned 2010 Benchmark study of the online services of all Austrian
energy providers.
IT Projects
In the 2010 financial year a number of IT projects were applied to improve the cost efficiency of resource use and to support business processes. In the project "Unicode"
KELAG's SAP system was upgraded to a multilingual version in order improve the efficiency of international business processes. In the project "SAP-Upgrade EhP4" new
business functions were added to the SAP system to prepare the technical ground for
smart metering. KELAG completed the SAP AG certification process for the sixth time
and was once again certified as a "SAP Customer Center of Expertise (CCoE)".

Value Management
KELAG Group's company strategy is subject to the key objective of value-oriented corporate management. KELAG's actions are all aimed at creating value for our investors, customers and employees.

Value-Oriented
Management

Our company's activities are planned, managed and controlled in accordance with a
value-oriented management system. Value-oriented operative measures are derived from
the strategic goals as part of our management concept.
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The value contribution is the central target size and identifier. It shows the growth of the
company's value and is calculated from the comparison between yield and the cost of
capital, expressed as the return on capital employed (ROCE). Further company value is
generated when the ROCE surpasses the cost of capital.
As the operative return identifier, the ROCE is the ratio of operating result to operating
capital used. The capital costs reflect the minimum required return for value-oriented
management.
Growth investments can be measured against clear return requirements. Other valueoriented criteria such as a solid equity ratio and an appropriate rating should also be secured.
KELAG was able to retain its Standard & Poor's "A Rating" in the 2010 financial year,
assuming a position at the head of the pack of European energy providers. This positive
rating is a key requirement for optimal capital market conditions, allowing the company to
achieve the best financing structure possible.
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General Asset and Profit Situation
KELAG was able to maintain its positive, competitive position in the energy market. The
company's financial strength and profitability were further strengthened. The Group
achieved a consolidated net profit of approximately 91.0 m EUR for the financial year
2010.

Increased
Financial Strength
and Profitability

Consolidated Income Statement
Summary
2010

2009

1,528

1,159

Operating Income

91

61

Investment and Financial Result

14

26

Consolidated Net Profit

91

75

11.4

9.3

m EUR

Revenue

Earnings per share in EUR

Our revenue increased considerably, growing to 1,528 m EUR; this was due to economic
and weather factors, new investment and an increased trade volume. It was also the first
financial year in which the full consolidation of our Slovenian subsidiary Interenergo was
taken into account.
Revenue
2010
m EUR
Electricity

%

2009
m EUR

%

1,286

84.2

954

82.4

Heating

133

8.7

118

10.2

Natural Gas

106

6.9

82

7.0

Telecommunications

2

0.1

2

0.2

Installations / Other

1

0.1

3

0.2

1,528

100.0

1,159

100.0

Total

The total personnel costs grew by 4.0 % in the 2010 financial year, reaching approximately 126.6 m EUR. The results of a new, company-wide partial retirement programme
were assessed actuarially and factored into the calculation of the personnel costs.
The increase in material costs to 1,209 m EUR (which also include energy sourcing
costs) corresponds largely to the development of the revenues.
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Depreciation and amortization totalled approximately 73.4 m EUR and reflect the intensive investment activities of the past few years. Goodwill impairment is also included.
The other operating expenses of approximately 72.5 m EUR are also low in comparison
to the previous year. Key reasons for this are the small balance-sheet precautions taken
compared to those taken during the economic crisis in 2009.
The result from financial activities and investment of approximately 14.3 m EUR are
mostly due to the dividend paid by VERBUND Hydro Power AG, which was lower than
the year before.
KELAG Group did not enter into any risky financial transactions such as cross border
leasing or financial derivatives. This meant that adjustments for such transactions were
not necessary.
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Business Divisions

Electricity Production
KELAG is among Austria's largest hydroelectricity producers. KELAG has a total hydroelectric power station output of 964 MW and an annual output of approximately 2,589 m
kWh in an average year, sourced from 63 of its own hydroelectricity power stations and
purchase rights to third party-owned power stations. KELAG's largest generation facilities
are located in the Fragant storage power station group.
The 2010 financial year was characterised by a number of construction projects. Pursuant to our defined growth strategy, this investment was focussed on power station projects in Carinthia. The largest project was the construction of the Feldsee pump/storage
power station. The first phase of this power station has been operational since August
2009. Construction of the second phase was commenced in summer 2009. The second
machine unit entered trial operation at the beginning of February 2011. The 140 MW
Feldsee power plant will produce 300 kWh of electricity annually.
The extension of the Koralpe storage power plant with the addition of a 35 MW storage
pump is underway and progressing according to schedule. Construction has been underway since September 2009, with commissioning planned for mid-2011. This improvement will double Koralpe power station's annual output to approximately 160 million kWh.
In 2010 the small power station division commenced construction of the 2 MW Gailitz runof-river power station. The power plant entered trial operation at the end of 2010. Further
small power station projects, some of which are to be realised in cooperation with other
partners, were submitted for approval.

Construction of
Gailitz Power Station

The construction of the Reisseck II Project is a result of a joint venture carried out in partnership with VERBUND Hydro Power AG. Construction commenced in the summer of
2010. This project will increase the production and pump capacity of the Reisseck/Kreuzeck and Malta power station group by 430 MW. Commencement of operation
is planned for 2014. By then, KELAG will have invested 191 million euros for their share

Reisseck II
Pump / Storage
Power Station

of 181 MW of production capacity and 137 in pumping capacity. These power station
shares will increase KELAG's annual production capacity by about 415 m kWh.
In addition to the construction projects, other replacement and maintenance investments
have been made to ensure high availability and security in existing production facilities.
An example of this work is the inspection work carried out on the inside of Soboth Dam
and at other otherwise inaccessible points of the generator water and storage system at
the Koralpe power station. This work, which the supreme riparian rights authority had
advised KELAG to carry out as a safety measure, required the storage basin to be
drained almost completely. Further projects currently in progress include the overhaul of
the Oschenik II storage pump and the modernisation measures on the Ausserfragant II
power station generator.
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KELAG's international activities were also continued successfully. KELAG's planning,
construction, operation and maintenance know-how regarding hydroelectric power stations is in international demand, with several power station projects abroad checked for
feasibility in 2010. Our first 100 %-owned hydroelectric power station located in another
country, the Postica Hydroelectricity Station in Serbia, was opened and commenced operation. Construction of the small Bosnian hydroelectric power station Novakovici with
around 5 MW was commenced. KELAG also signed a purchase agreement for the acquisition of three currently operational small hydroelectric power stations with a total output
of around 3 MW. Further small hydroelectric power stations are also in advanced stages
of development. The wind energy division constructed a 10 MW wind farm in Balchik, on
the Bulgarian Black Sea coast which has commenced operation. A further wind power
project, a wind farm in Romania with around 14 MW, is also under construction.

Successful Acquisition
of Hydroelectric
Power Stations
Internationally

Energy Trading and Distribution
Generation of Electricity
KELAG Group's electricity production grew by 7,688 m kWh (55.8 %) in the 2010 financial
year compared to the previous year, reaching 21,464 m kWh. Due to the low water availability and the water flow quota of 97.9 % (2009: 108.9 %), the company's production fell
by 195 m kWh (6.8 %) to 2,652 m kWh. The third party electricity sourced increased by
7,883 m kWh (72.1 %) to 18,812 m kWh.
Electricity Sales
KELAG Group's electricity distribution grew by 7,621 m kWh (57.6 %) in the 2010 financial year, reaching 20,852 m kWh.

Increased
Energy Distribution

The end customer consumption of 4,040 m kWh returned to pre-crisis levels. A range of
intensive acquisition activities led to increases in the absolute number of customers, both
inside and outside of Carinthia. Around half of the business client turnover in 2010 came
from industrial customers outside of Carinthia.
In electricity trading KELAG managed to take advantage of volatile wholesale prices. The
quantity traded increased by 7,730 m kWh (72.1 %) to 16,628 m kWh compared to the
previous year. It should be noted that this was the first financial year in which our fully
consolidated subsidiary, Interenergo, and its 1.5 bn kWh trade total were taken into account.

Considerable Expansion
in Electricity Trading

KELAG has assumed a solid, competitive position in all customer segments. Analysts
once again confirmed the high levels of customer satisfaction in 2010. KELAG customers
particularly value the responsible use of natural resources, high employee competence
and the reliability of energy provision.

High Competitivity
Maintained
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KELAG utilises ongoing customer loyalty measures to ensure that customer numbers are
maintained and increased. The successful KELAG Business Circle event programme for
industrial clients was continued in the 2010 financial year.
Customers also valued KELAG's dedication to energy efficiency and climate protection
activities. In addition to the provision of electricity from renewable energy sources,
KELAG also offers highly competent energy consultation. 2010 saw the implementation
of approximately 6,000 energy consultations, which reflects the high customer interest in
this area. The annual saving which will be achieved thanks to these consultations: 21 m
kWh (4,400 tonnes of CO2). This is enough energy to heat over 1,200 single family
houses. These savings will continue into the future, providing the environment with sustainable and ongoing relief and customers with savings every year.

Dedication to
Climate Protection
and Energy Efficiency

2010 saw an increase in the number of new heat pump installations, growing by 600 to
around 7,100. KELAG and their "Power Partners", a group of selected installers, electricians and manufacturers, offer interest-free financing for energy systems.
Community energy conferences are another special service organised by KELAG. These
events provide the community with competent advice to aid them in planning heating
systems, even providing information on the types of public funding available.
The Energy Monitoring programme offers industrial customers and city and municipal
councils an opportunity to analyse their savings potential with regard to operating and
maintenance costs.
A customer survey carried out in 2010 showed high customer satisfaction with the energy
consultation services. Almost 98 % of the customers surveyed in 2010 gave excellent
feedback on KELAG energy consultations, saying that they would recommend them in
future.
KELAG also provides customer service of the highest quality over the internet. In addition
to the online energy adviser, there is also an online calculator which allows customers to
compare the costs and emissions of different types of heating systems.
KELAG also offers customers attractive leisure, cultural and sport offers though its PlusClub programme. The total number of club members increased by an additional 10 % in
2010 to around 33,000 households.
KELAG's range of products and services is subject to ongoing expansion and innovative
and service-oriented adjustment to make sure that it always meets customers' requirements.
Gas Sourced
The gas quantities sourced grew by 570 m kWh (14.0 %) in 2010 compared to the previous year, reaching 4,659 m kWh. The increased gas purchase levels were mainly due to
additional activities in gas trading. The gas was sourced via long-term supply agreements. Seasonal consumption fluctuations were levelled out using gas storage facilities.
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Gas Sales
The group-wide gas distribution grew by 1,262 m kWh (39.4 %) in 2010, reaching a total
of 4,461 m kWh. The considerable increase in sales was largely due to increased gas

Increased
Gas Trading Activities

trading activities of 2,118 m kWh. New customers were also acquired. More than half of
KELAG's end customer turnover was earned outside of Carinthia.
The number of customers in the private and business customer segment was raised by
around 10 % in 2010 thanks to intensive acquisition activities. In the context of the active
acquisition of new customers outside of Carinthia, more than half of KELAG's end customer turnover was earned outside of Carinthia.

Electricity and Natural Gas Grid
As electricity and natural gas grid operator for Carinthia, KELAG Netz GmbH is responsible for the discrimination-free provision of network infrastructure to all customers and
energy providers. The high-performance grid infrastructure has to work around the clock,
365 days a year. KELAG Netz GmbH's main activities include grid management, the
needs-based expansion of electricity and natural gas distribution networks, necessary
maintenance and efficient repair management.
KELAG Netz GmbH made extensive investments in the middle and low tension grids over
the 2010 financial year aimed at continuing to guarantee customers high-quality electricity
provision in Carinthia. Some key projects included the construction of the 20 kV Spitzer
substation at Gurktal, the completion of the 20 kV cable connection to the city of Friesach, the 20 kV cable connection from Troepolach, as well as work required for the approval process for the Villach Sued 220/110 kV transformer station project which is necessary to secure the future power supply for the Villach region. In total, KELAG Netz
GmbH has invested 48.6 m EUR in provision quality.

Investing in
High-Quality Provision

1 January 2010 marked the beginning of the second electricity regulatory period (2010 2013) which forms part of a several-year-long incentive-based regulation system. The
benchmarking results of the first regulation period will continue to apply in the second
period; the cost path target values according to the regulation formula will also be retained. The productivity deduction, which, at 1.95 %, is quite high in international comparison, will remain unchanged. One key difference from in the first regulation period is
the introduction of an investment and operating cost factor, as in the natural gas sector,
which will replace the current revenue-based volume-cost factor. This is intended to create an incentive for grid investments. Another change is the introduction of a system of
purchasing the grid losses incurred in the 2011 financial year via a tender of all network
operators. In an effort to achieve energy efficiency targets, the regulation authority has
specified an annual reduction of grid losses by 1 %. The KELAG Netz GmbH system
usage tariffs rose by an average of 2.8 % in 2010.
The new natural gas system usage tariff directive passed by the energy control commission as part of a long-term incentive-based regulation system also became effective on 1
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January 2010. As a result, KELAG Netz GmbH's natural gas system usage tariffs rose by
an average of 5.8 % in the 2010 financial year. The main reason for the increase was the
development of the grid levy and inflation and the application of the operating and investment cost factor.
KELAG Netz GmbH undertook planning activities to investigate the feasibility of the Tauern Gas Pipeline (TGL) which is to run from upper Austria to Italy via Salzburg and Carinthia. KELAG Netz GmbH also carried out planning work for the Carinthian section of the
planned natural gas pipeline from Brueck on the Mur to Klagenfurt as part of the longterm plan of the Austrian Gas Grid Management AG (AGE).
Electricity and Natural Gas Grid Sales
KELAG Netz GmbH's electricity grid sales grew by 5.3 % compared to the 2009 financial
year, reaching 4,035 m kWh.
Gas grid sales also experience growth, increasing by 8.9 % compared to the 2009 financial year, reaching 1,828 m kWh.

Heating
KELAG Waerme GmbH is Austria's largest supra-regional heating provider. KELAG
Waerme GmbH currently operates 80 district heating plants and over 1,000 heating stations Austria-wide. Despite the massive competition pressure and negative developments
in the price situation, KELAG Waerme GmbH has been able to continue to expand its
market position. This was made possible by the push towards grid expansion and consolidation. Existing partnerships with Salzburg AG and TIGAS in Salzburg and Tyrol were
intensified.

Heating from Biomass
and Waste Heat

The community is increasingly interested in renewable energy sources such as biomass
and waste heat. The company has become the Austrian leader in biomass heating. In
addition to heating, green electricity is also produced using cogeneration.
The key focus points of KELAG Waerme GmbH's activities remain the expansion of heating production using renewable energy sources, optimising company-owned production
capacity in its supply area and increased use of waste heat. Insulation measures and
efficiency-increasing steps will be taken in existing district heating plants and distribution
grids.
KELAG Waerme GmbH's new orientation which was introduced in the 2009 financial year
and focuses on the existing Austrian market was continued with success in 2010.
Strom und Waerme aus Holz GmbH (SWH) ("Electricity and Heating from Wood") - a joint
venture between KELAG Waerme GmbH and Oesterreichische Bundesforste Beteiligungs GmbH (ÖBf) ("Austrian Federal Forestry Holding Corporation") - was affected
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by the economic and financial crisis. It was in this context that KELAG Waerme GmbH
and their partner ÖBf initiated a consolidation process.
Heat Production
Increased demand caused KELAG Waerme GmbH's energy production to grow in comparison to 2009, rising 148 m kWh (7.7 %) to 2,067 m GWh. Approximately half of the
heating produced came from renewable energy sources such as biomass geothermal
energy and waste heat. Natural gas, mineral oil and electricity were also used as auxiliary
energy.
Heat Sales
KELAG Waerme GmbH's heat distribution grew by 134 m kWh (8.2 %) compared to the
previous year, reaching 1,772 m kWh. The increased heating sales were a result of
KELAG Waerme GmbH's successful distribution activities and the cooler weather conditions.

Increased Sales
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Investments
KELAG executed an extensive investment programme in the 2010 financial year. The
company made investments of approximately 156 m EUR in property, plant & equipment
and electricity purchase rights.
Key projects in the property, plant and equipment investments were the construction of
the second machine unit at the Feldsee pump/storage power station, the construction of
the pump at the Koralpe storage power station and the expansion of the gas, electricity
and heating distribution networks to help to meet demands. A further investment which
should be highlighted is the 45 % share in the Reisseck II pump/storage power station.
Internationally, KELAG's main investments were in the construction of wind power projects in Bulgaria and Romania.
Investments
m EUR

Intangible Assets
Property, plant and equipment

2010

2009

38

9

118

123

156

132
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Financial and Financing Strategy
While KELAG Group's financial strategy is conservative and continuity-oriented, it was
also well-equipped to meet the wide range of day-to-day financial challenges that were
posed during the year after the capital market crisis. This helped in the execution of the
overall KELAG Group company strategy. Primary goals in this context are to secure an
appropriate liquidity reserve and to retain the company's "A Ratings". One of the company's other key tasks is to provide central, balanced management our subsidiary companies' financing according to their needs, but also matching maturities. At approximately
276.2 m EUR in 2010, financial liabilities were reduced in comparison to the previous
year (around 287.6 m EUR). The KELAG Group financing strategy is set down in a company regulation and has not changed strategically for years. This strategy is based on the
following columns:

Securing an Appropriate Liquidity Reserve
KELAG continues to have a high and very stable cash inflow from its running business
operations. Securing stable internal financing within the company and quick and secure
access to liquid funds based on contractually determined foundations stood at the centre
of the 2010 financing strategy.

Central Company Financing for KELAG and its Subsidiaries to Meet Requirements
and to Maintain their Financial Flexibility
KELAG Finanzierungsvermittlungs GmbH (KFG) was established to optimally bundle the
KELAG Group’s mid and long-term financing measures. KFG facilitated short-term liquidity equalisation among the individual companies within the Group.

Optimising the Risk Structure Based on Pre-Defined Limits
KELAG's financing activities are carried out exclusively according to the relevant provisions of the company financial framework. The framework is continually adapted to meet
changing challenges. None of the fully-consolidated companies within the KELAG Group
have derivative financial instruments in their financial division.

Securing Solid Creditworthiness by Maintaining an "A Rating"
Financing costs and access to financing instruments are determined by a company's
creditworthiness. Because risk premiums are determined according to a company's rating
category, it is important that KELAG maintains its high credit rating in the long-term. For
this reason, the maintenance of the company's credit rating is taken into consideration in
all decision-making processes.
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Cash Flow Statement
The cash flow from operating business activities showed an improvement of 2.4 % compared to the previous year, rising to 206.2 m EUR. All investments and dividend distributions were fully covered by the company's internal financing power.
Cash Flow Statement
Summary
2010

2009

Cash Flow from Operating Activities

206

201

Cash Flow from Investing Activities

-162

-155

Cash Flow from Financing Activities

-36

52

8

99

Cash and Cash Equivalents as of 31/12

116

108

Cash and Cash Equivalents as of 01/01

108

9

m EUR

Change in Cash and Cash Equivalents
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Key Financial Figures
2010

2009

Cash Flow from Operating Activities

206.2

201.4

Interest Expenses

-21.6

-20.5

2.3

1.8

30.4 %

37.4 %

160.1

179.8

m EUR

Interest Income
Net Gearing
Net Financial Liabilities

As a key financial figure, net gearing indicates the degree of debt which relates the net
debt (balance of interest-paying financial obligations less cash and cash equivalents) to
the equity. This identifier improved from 36.6 % in 2009 to 30.4 %.
The net financial liabilities of around 160.1 m EUR are based on the long-term and shortterm financial liabilities of 276.2 m EUR, less cash and cash equivalents of around 116.1
m EUR. In this regard, our company's creditworthiness improved in comparison with the
previous year.
The value contribution is the central target size and identifier in KELAG value management. It shows the growth of the company's value and is calculated from a comparison
between the yield and the cost of capital, expressed as the return on capital employed
(ROCE). Further company value is generated when the ROCE surpasses the cost of
capital.
Relative Value
Contribution

ROCE
(Return on capital employed)

Operating Income

÷

−

Cost of Capital

Average Tied-Up Capital
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Asset and Capital Structure
KELAG was able to keep its financial strength and profitability stable in the 2010 financial
year. The equity to debt ratio remained at a very good level.
Consolidated Balance Sheet
Summary
2010
m EUR

%

2009
m EUR

%

Assets

1,422

100.0

1,330

100.0

Non-current Assets

1,204

84.7

1,123

84.4

218

15.3

207

15.6

1,422

100.0

1,330

100.0

Equity

527

37.1

480

36.1

Non-current liabilities

674

47.4

646

48.6

Current liabilities

221

15.5

204

15.3

Current Assets
Liabilities
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Value Creation

%

m EUR

Advances
1

Material Costs

2
3

1,355.3
75.2

1,209.4

Depreciation and Amortization

4.6

73.4

Other Costs

4.5

72.5

Value Creation

253.8

4

Employees

7.9

126.6

5

Public Sector

0.9

14.7

6

Creditors

1.3

21.6

7

Shareholders

1.8

30.0

8

Company (Retention of Profits)

3.8

61.0

100.0

1,609.1

Company Performance

2

3

Approximately 80 % of the value created remained in the Carinthia region. This equates
to approximately 204 m EUR.
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Subsequent Report
The new system usage tariff regulation came into effect on 1 January 2010 under the
second electricity regulatory period (2010 - 2013) which forms part of a several-year-long
incentive-based regulation system. The electricity system usage tariffs for KELAG Netz
GmbH customers were lowered by the regulation authority by an average of 0.7 %.

Executive Directives
of the Regulation Authority

The new natural gas system usage tariff directive passed as part of the long-term incentive-based regulation system also became effective on 1 January 2011. Grid level 3 customers with an annual consumption of 15,000 kWh will face a 3.4 % increase in the tariff.
The main reasons for the increase were the rise in level 1 grid costs, the changed in grid
distribution quantities, the factoring in of inflation and the application of the mandatory
adjustment of grid tariffs.

Opportunity and Risk Management
Adequate Risk Policy
Business is all about the maxim "opportunity is not without risk". For this reason, some
risks must be taken. It is, however, important to define a company's risk limits.
KELAG has a risk management system that considers the risks of the company's actions
and those of its market surroundings. The group-wide regulations and minimum standards represent a systematic and uniform risk management system. It is the KELAG
Group's strategic goal to raise risk awareness at all levels, beyond the requirements set
by the legal minimum standards; risk aspects are to be considered systematically in all
business decisions, performance in internal control systems and auditing is to be improved and a value-oriented risk culture is to be established on all levels of the company.

High Risk Awareness

Risk Organisation
The risk management system which has been implemented has been put in place to ensure that business decisions and running business activities are made and conducted
within defined risk limits. The risk management has been directly integrated into the structure and workflow organisation.
The Management Board is regularly informed of any risks across the various levels of the
company.
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Risk Management Process
Key risk management targets include transparency, which will help to avoid risks, and
secondly, efficient risk reduction management. A prerequisite set down by this goal is
prompt information about current risks.
Risks are handled according to standards set down by a risk management guideline. As
soon as a risk is recognised, it is to be recorded in a risk portfolio where they are catalogued according to likely quantity of damage at risk.

Risk Categories
Identified risk are categorised according to five types of risk (market risks, operational
risks, financial risks, ambient risks and other risks).
The risks are determined and managed for individual divisions and for the key interests.

Process Risks
Risks can occur during the execution of any operational process and in any area of the
Group or in any other company in which the Group has an interest. These are minimised
through a comprehensive internal control system and through the support of hardware
and software.

Market and Credit Risks in Energy Trading and Distribution
Where trade partners or customers run into problems, there is a risk that energy that has
already been delivered will not be paid for, or that energy will need to be sourced again
(replacement and settlement risk). Furthermore, there are risks posed by value changes
in commodities or where legislative intervention changes transfer prices. Risk minimisation is carried out through initial creditworthiness assessment of trade partners and customers and running creditworthiness monitoring in proportion to the volume being contracted for with and by closing and balancing affected commodity items. Special commodity risk guidelines have been developed in this context.

Quantity and Market Price Risks in Production
For hydroelectricity the achievement of planned production quantities is dependent on
water flow, which in turn depends on the weather. Market price levels are another factor
(apart from the quantities produced) which affects revenue. Risk minimisation is achieved
through long-term disposal strategies and rolling updates of water flow forecasts.
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Operating Risks in the Grid and Production Divisions
The risk of technical defects occurring in equipment and plants due to things such as
large-scale weather events (wind storms, sleet) is minimised through relevant maintenance strategies and appropriate insurance policies.

Regulation Risks in the Grid Division
The risk of non-acknowledgement of existing costs by regulators setting tariffs is minimised by active regulatory and cost management activities.

Investment Risks
Investment decisions are based on investment and M&A guidelines which set out clear
risk and profitability criteria. Compliance with high technical standards helps to minimise
technical risks.

Participation Risks
Participation risks are caused by possible fluctuations in the title dividend issued by subsidiaries and associated companies. Carefully planned participation management and
appropriate guidelines (early warning indicators and ongoing monitoring and reporting)
are used to minimise the risk.

Financial Risks
Interest and currency risks are minimised by a sufficient internal control system for all
financial products in use.
Credit risks are minimised through written Treasury guidelines. Dealings with counterparties (banks) are only entered into where the other party has at least the same creditworthiness as the KELAG Group.

Legal Risks - Compliance
Risk management also includes the identification and management of legal risks. A
group-wide compliance system has been implemented under the advice of an international law firm to take care of this task. This system ensures that the risk of KELAG Group
employees infringing upon the law is kept as low as possible. In so doing, the compliance
system ensures the legal protection not only of the KELAG Group, but also that of each
and every KELAG employee. It also contributes to sustainable compliance with company
values.
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Employees
Dedicated and hard-working employees are a prerequisite for a competitive company
which stands ready to face the challenges of the future. KELAG runs a high-quality and
modern personnel management system.

Development of Personnel Numbers
2

In 2010 KELAG Group employed an average of 1,354 workers/employees

Full-Time
Employee
Equivalents
1

KELAG

513

2

KELAG Netz GmbH

631

3

KELAG Waerme GmbH

187

4

Associated Companies
Abroad
Total

2

3

23
1,354

1

4

The growth experienced is largely a result of the additional need for qualified employees
in specific divisions, such as power stations and finance.

Increased Personnel
Requirements

Strategic Personnel Work
In front of the backdrop of the company's strategic orientation and the resulting complexity, a new orientation towards modern personnel management was introduced. Influencing factors such as demographic changes and skills shortage experienced require longterm personnel planning and securing, as well as systematic employee support. Our personnel management methods and instruments are subject to constant development and
improvement to support the execution of the company strategy.

2

Long-Term Personnel
Planning and Securing

Full-time employee equivalent (converted to full-time employment equivalents; includes personnel in "suspended employment"), trainees not included
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Strategic Focal Points in 2010
KELAG has a long-standing tradition of investing in training programmes to ensure that
the company will have skilled workers in future. In 2010, an average of 113 trainees company-wide completed their training in electric engineering, machine engineering, metalworking and office administration. This represents a training quota of approximately 9 %.

Wide Range of Training
and Professional
Development Options

A total of 31 new trainees entered programmes in 2010. Through these programmes,
KELAG is making an important contribution to the training of qualified professionals and
the employment of young people in the region.
Furthermore, KELAG also supports its employees in pursuing individual professional
development through a number of specific measures. A total of 829 KELAG Group employees participated in 2,994 days of professional development.
In front of the backdrop of an efficient and systematic succession planning programme, a
concept for a company-wide talent management programme has been put in place. Individuals who show potential to clothe key positions in future are identified and given special support. A total of around 50 candidates were put through evaluation at a so-called
"orientation centre". Individual development measures are applied according to the results of this evaluation.

Talent Management

A partial retirement programme has been instituted to avoid the effects of statistic overaging. The model allows a smoother transition into retirement. Employees who retire under this model generally remain in the company for an average of 15 months. Another
key focus of the KELAG strategy is the transfer of knowledge to younger employees.
Group-wide personnel planning have been carried out with IT support since 2010. This
makes it possible to give as much support as possible to the individual divisions of the
company in their personnel capacity planning; it also allows us to optimise the planning
figures with the controlling department.
The introduction of a variable, performance-linked salary system was completed in 2010.
Variable salary elements are paid out subject to the achievement of defined goals.
As the company becomes increasingly internationalised, the personnel management
system is faced with new challenges. Personnel-related tasks for foreign subsidiaries are
generally carried out by the corporation personnel management department.
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Sustainability
For KELAG, sustainability means long-term thinking and business dealings with an integrating approach. We are constantly focussed on achieving an optimal balance between
commercial success and ecological and social responsibility. This approach is reflected in
our company's sustained financial strength and profitability, the contributions made to
climate protection and KELAG's range of activities in support of the community

Electricity and Heating from Renewable Energy Sources
KELAG produces electricity using Austrian water power. This clean source of energy not
only forms a solid basis for energy production, but also helps us to actively fight climate

Using Clean
Sources of Energy

change. Through our use of hydroelectricity, we are able to generate clean energy, avoiding two million tonnes of CO2 emissions compared with coal.
KELAG also provides heat produced using biomass and waste heat. KELAG's use of
wind energy is yet another example of our dedication to sustainable energy. Increasing
the production of electricity using renewable energy sources, both domestically and internationally is one of our key goals. And of course, we always make sure that high environmental standards are observed both in the construction of our power stations and in
their operation.

Reliability of Supply
One of KELAG's key obligations to its customers is guaranteeing a reliable energy supply. In 2010 one of our key areas of investment was in the expansion and maintenance of
our grid infrastructure. Customers particularly value the flexibility and speed with which
problems are attended to by KELAG's competent employees.

The Climate Protection Generation
Since 2008 KELAG has bundled its climate protection and energy efficiency activities
under the slogan "The Climate Protection Generation". Over the years KELAG has accumulated a wealth of experience in the areas energy production using regenerative

Creating Awareness
of Climate Change

sources and efficient use of energy. The company is also in a position to share its expertise with customers, showing them the contribution to climate protection that they could
make with KELAG at their side. This includes a number of activities ranging from simple,
everyday tasks through to energy consultations. KELAG is dedicated to raising awareness among the public to ensure that everybody is aware of their individual responsibility.
In 2010 KELAG stepped up its campaign “The Climate Protection Generation - Changing
the Future. Now.” KELAG is strengthening its position as a part of the climate protection
generation by striving to develop innovative energy efficiency solutions, such as smart
metering and electromobility.
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"Project Sustainability"
Sustainable management is one of the key components of the KELAG Group's strategic Wide Range of Activities
orientation. In a move to increase the development and incorporation of all sustainability
activities, KELAG launched "Project Sustainability". The range of activities covered by this
project includes increasing renewable energy production capacities, expanding the range

Supporting Sustainability

of ecologically-oriented products, and supporting sustainable production and regional
production.

Research and Development (R&D)
In R&D, KELAG focuses on application-oriented activities. The development of research
results is achieved in close collaboration with universities nationally and internationally,
as well as external research institutes. These programmes focus on improving technical
systems, optimising processes and products and systematically analysing new technological applications and processes according to standard scientific testing methods.

Application-Oriented R & D

In 2010 KELAG upheld its existing partnerships with institutes at the Technical University
of Graz, the University of Klagenfurt, the Technical University of Aachen and the Milan
Vidmar Institute of Electrical Engineering in Ljubljana, Slovenia. Key focuses in the research and development activities carried out were research into the operational life of
technical systems and studies on the technical and economic evaluation of KELAG Netz
GmbH's high voltage network and ways to overcome the challenges that will be faced
during the future expansion of the network. Other scientific research carried out involved
the investigation of the future expansion of pump/storage power stations and the optimisation of energy supply and distribution processes. E-business activities were also a key
focus of this year's research into more efficient use of electricity.
In addition to its business activities, KELAG also contributed to the funding of R&D projects carried out by Oesterreichs Energie (Austrian Energy) "Research and Innovation".
Oesterreichs Energie, the voice of the Austrian electricity sector, initiates and coordinates
joint research activities carried out by its member companies, rounding off the electricity
companies' internal activities. The R&D focus points are, to a large degree, made dependent on public energy and climate policy.

Regional Creation of Value – Job motor KELAG
KELAG Group makes considerable contributions to the regional creation of value. In front
of the backdrop of the company growth strategy, existing jobs are secured and new ones
created. Furthermore, additional trainees were taken on in 2010, giving impulse to the
battle against youth unemployment. The awarding of contracts in the local area had positive effects, both in securing local jobs and on the buying power effect outside of the
company. The KELAG energy consultation programme also creates indirect investments.
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Sponsoring and Social Responsibility
KELAG is a sponsor of art, culture, sport and the community. In addition to our dedication
to climate protection and energy efficiency, we also support a wide range of social sustainability projects. One example of this dedication is our support of young talent in sport,
through the association "Kärnten Sport". Some of KELAG's other partnerships support
the integration of people with disabilities, reading in schools or accident prevention
among children and young people.
One joint project which should be highlighted deals with the reintegration of long-term
unemployed back into the workforce by offering them conservation work at the amphitheatre.
KELAG was distinguished at the 2010 Maecenas Awards for this project and other sponsoring activities when our long-standing role as art and culture sponsors were recognised
with the "Maecenas 2009", the "Maecenas des Landes Kärntens 2009" and the "Maecenas Ö1 Publikumspreis" public choice award.

Art and Culture
Sponsoring Activities
Recognised

Another project which is worth highlighting is the energy-saving competition "Energie
verwenden statt verschwenden" ("Energy: use it, don't lose it"), an initiative of KELAG
and the Carinthia community network Lebens- und Sozialbetreuungs-Netzwerk Kärnten
(LSB / Carinthian Life and Welfare Network). The project aimed to teach young people to
be more responsible with the environment and in their use of energy. Young people from
the LSB's assisted living community worked in groups to come up with creative, colourful
and successful energy-saving ideas. 50 young people from the LSB network aged between 14 and 22 submitted outstanding projects.
Yet another project in which KELAG is showing its dedication to the community and the
environment is "Lebensraum Wasser" ("Habitat Waterways") project run by the state of
Carinthia. The project supports the creation of water experience spots along the rivers
and streams of Carinthia. Over the past few years, this partnership has created more
than 120 water experience spots which open the waterways to the public.

Project „Habitat Waterways"
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Forecast
We are expecting continued economic recovery in 2011, albeit less dynamic recovery.
This is due to the reduced rate of growth in world trade and industrial production which
have so far been driving the world economic recovery. Economics research institutes
have forecast a real growth rate of 1.9% for the Austrian economy. In this context, we
anticipate moderate increases in fuel prices in 2011; as a result, we expect to see light
increases in wholesale prices in the European electricity market. We anticipate further
increases in energy demand coming from our business customers.

Further Economic
Recovery Anticipated

In accordance with our strategic orientation, we will continue to operate according to our
value-oriented growth and investment strategy. In 2011 we will continue our long-term
investment programme to increase the use of renewable energy sources and to expand
our network infrastructure. We have earmarked approximately 206 million euros for new
construction and maintenance projects. The key focuses will be hydroelectricity and wind
electricity projects, biomass heating projects and network expansion.

Continuation of
Our Growth and
Innovation Strategy

We will continue to improve and expand and product and service portfolio to cater to customers' changing needs and developments in the competition and market surroundings.
The focus of this development will be on an expanded range of energy-related services.
Energy consultations will also be pushed in 2011.

Further
Development of
Products and Services

We will continue to work on our image and information campaign "The Climate Protection
Generation". This campaign will aim to highlight our company's sustainability-orientation
and to strengthen KELAG's "green" image. The campaign also serves to communicate
KELAG's contribution to climate protection to the community. In addition to our experience in energy consultations, we are also turning our attention to another field which will
be of significance in the future: electromobility.
The 2011 financial year was characterised by ongoing improvements to our operations.
Our improvement activities include the optimisation of business processes and the realisation of other cost reduction potential, active use of our block partial retirement model
and the optimisation of capital allocation.

Continuing
Improvement Processes

The constantly changing legal framework in the energy sector will have a significant effect
on our business activities. Important issues in this respect include the European and Austrian renewable energy and energy efficiency policies, the effects of the new Electricity
Industry and Organisation Act 2010 (EIWOG 2010) on the unbundling of the distribution
grid operators, the introduction of intelligent electricity meters, improved consumer protection and the reorganisation of the regulatory authorities.
Based on the rate of economic recovery forecast, we anticipate both the stability of our
results in the 2011 financial year and further improvements in our market position.

Stability of
Results Anticipated
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Other Details
All financial instruments that are important for the determination of the asset, finance and
profitability are listed in the consolidated accounts.
KELAG does not have any branches, neither in Austria or abroad.

th

Klagenfurt, February 7 , 2011

The Management Board:
Univ.-Prof. Dipl.-Ing. Dr. Hermann Egger e. h.
Chairman of the Management Board
Dipl.-Ing. Harald Kogler e. h.
Member of the Management Board
Dipl.-Kfm. Armin Wiersma e. h.
Member of the Management Board
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IV.

CONSOLIDATED FINANCIAL STATEMENTS

Income Statement of the KELAG Group
Notes
k EUR

Revenue

(1)

Electricity / Gas
Heat
Investments / Other

01/01/31/12/2010

01/01/31/12/2009

1,528,044

1,158,793

1,391,641

1,035,217

132,913

118,173

3,491

5,403

Expenses for materials and other production services

(2)
(3)

45,060
-1,209,413

44,473
-852,185

Personnel expenses

(4)

-126,569

-121,732

Depreciation and amortization

(5)

-73,363

-67,829

Other operating expenses

(6)

-72,488

-100,725

91,271

60,795

Other operating income

Operating result
Interest income

(7)

2,344

1,771

Interest expenses

(7)

-21,554

-20,522

Other income from participating interests

(8)

34,035

45,297

-490

-394

Financial result

14,334

26,152

Profit before tax

105,606

86,947

-14,746

-12,539

90,860

74,407

Share of result of associates recorded at equity

Income tax
Net profit
Attributable to non-controlling interests
Attributable to shareholders in the parent company
Earnings per share in EUR*

(9)

98

323

90,958

74,730

11.4

9.3

* diluted = undiluted
The earnings per share are calculated by dividing the consolidated net profit attributable
to shareholders in the parent company of 90,958 k EUR (last year: 74,730 k EUR) by the
weighted-average number of ordinary shares in circulation over the financial year. This
value amounts to 7,920,000 shares denominated in registered shares and 80,000 denominated in bearer shares in the KELAG Group. This amount remains constant over
time.
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Statement of Comprehensive Income of the KELAG Group

k EUR

Net Profit

01/01/31/12/2010

01/01/31/12/2009

90,860

74,386

-78

-9

Other comprehensive income from
Exchange differences
Financial instruments available for sale

-127

-462

Services to employees included in equity

-22,134

-17,080

Other comprehensive income before tax

-22,339

-17,552

- Taxes

5,565

4,386

-16,774

-13,166

Total comprehensive income

74,086

61,220

Attributable to shareholders in the parent company (consolidated profit)

74,184

61,543

-98

-323

Other comprehensive income after tax

Attributable to non controlling interests
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Balance Sheet of the KELAG Group

k EUR

Notes

31/12/2010

31/12/2009

01/01/2009

(10)
(11)
(12)
(12)

239,003
783,174
15,876
126,027

211,127
729,662
16,544
123,389

223,706
643,073
13,904
123,639

(14)

39,463
566
1,204,109

41,664
477
1,122,863

35,914
1,013
1,041,249

(15)

17,111

17,997

20,432

85,153
116,065
218,329
1,422,437

80,926
107,785
206,708
1,329,571

85,210
8,774
114,416
1,155,665

(18)
(19)

523,835
2,923
526,758

474,034
6,387
480,421

437,359
3,293
440,652

(20)
(21)
(22)
(23)
(24)

257,294
256,059
769
95,479
65,058
674,659

263,923
228,624
3,965
96,796
52,159
645,467

19,160
206,154
0
96,303
23,582
345,198

(25)
(26)
(26)
(27)

18,901
222
64,866
137,032
221,020
1,422,437

23,681
44
54,812
125,146
203,682
1,329,571

197,184
688
27,991
143,951
369,814
1,155,665

NON-CURRENT ASSETS
Intangible assets
Property, Plant and Equipment
Investments in associates
Other investments
Other financial assets, other non-current
receivables and assets
Deferred tax assets

(13)

CURRENT ASSETS
Inventories
Trade receivables
Other receivables and assets
Cash and cash equivalents

(16)
(17)

TOTAL ASSETS
EQUITY
Equity attributable to the shareholders of the parent company
Equity attributable to non-controlling interests
NON-CURRENT LIABILITIES
Financial liabilities
Provisions
Deferred tax liabilities
Contributions to construction costs
Other liabilities

CURRENT LIABILITIES
Financial liabilities
Tax provisions
Provisions
Other liabilities
TOTAL EQUITY AND LIABILITIES
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Statement of Changes in Equity of the KELAG Group

Exchange
differences

Equity attributable to noncontrolling
interests

Total
equity

376,840

16

2,067

0

437,359

3,293

440,652

0

0

-9

-17,080

-462

-17,552

0

-17,552

Taxes

0

0

0

0

4,270

116

4,386

0

4,386

Other comprehensive income before tax

0

0

0

-9

-12,810

-347

-13,166

0

-13,166

Net profit

0

0

74,730

0

0

0

74,730

-323

74,407

Comprehensive income

0

0

74,730

-9

0

-347

61,564

-323

61,242

Dividends

0

0

-25,000

0

0

0

-25,000

-20

-25,020

Changes in scope of consolidated financial
statements

Total

Retained Earnings

276

0

As per 01/01/2009

Financial instruments
available for sale reserve

Capital
reserves

58,160

Other comprehensive income

k EUR

Reserves for Services
to Employees
included in Equity

Nominal Capital

Equity attributable to the shareholders
of the parent company

0

0

111

0

0

0

111

3,437

3,548

As per 31/12/2009

58,160

276

426,681

7

-10,743

-347

474,035

6,387

480,421

As per 01/01/2010

58,160

276

426,681

7

-10,743

-347

474,035

6,387

480,421

Other comprehensive income

0

0

0

-78

-22,134

-127

-22,339

0

-22,339

Taxes

0

0

0

0

5,533

32

5,565

0

5,565

Other comprehensive income before tax

0

0

0

-78

-16,600

-95

-16,774

0

-16,774

Net profit

0

0

90,958

0

0

0

90,958

-98

90,860

Comprehensive income

0

0

90,958

-78

-16,600

-95

74,184

-98

74,086

Dividends
Changes in scope of consolidated financial
statements and other non-income affecting
changes

0

0

-25,000

0

0

0

-25,000

-25

-25,025

As per 31/12/2010

0

-13

630

0

0

0

617

-3,342

-2,725

58,160

263

493,269

-71

-27,343

-442

523,836

2,923

526,758
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Cash Flow Statement of the KELAG Group
2010

2009

Net profit after income tax

90,860

74,407

Amortization/depreciation of intangible assets and tangible property, plant and equipment

73,363

67,829

k EUR

Impairment/reversal of financial investments and at-equity changes

7,828

959

Income from the sale of property, plant and equipment and securities

1,744

2,041

-4,604

-8,640

Change in pension provisions
Change in severance provisions
Change in other non-current provisions
Change in contributions to construction costs
Change in deferred taxes
Change from effective interest rate measurement
Deconsolidation effects

-737

149

7,708

12,738

-1,318

494

2,401

9,141

933

-111

-2,349

0

Change in inventories

175,830
802

159,006
2,435

Change in current receivables and other assets

Subtotal

-11,551

14,494

Change in current liabilities

13,948

-23,167

Change in current provisions

10,985

19,954

Change in non-current receivables
Change in non-current liabilities
Change in other non-current assets
Net cash flow from operating activities

-294

86

13,265

28,577

3,183

14

206,168

201,400

-155,852

-132,049

Cash flow from investment activities
Investments in intangible and property, plant and equipment
Income from the disposal of intangible and property, plant & equipment

703

409

Investments in financial investments less cash acquired

-4,815

-16,119

Investments in non-current securities

-2,859

-25,041

Investments in other financial instruments
Sale of non-current securities
Sale of other financial instruments

-1

0

1,319

18,002

0

-12

-161,505

-154,810

Change in bank liabilities

-6,635

-32,103

Change in financial liabilities to other parties

-4,095

8,313

0

-150,000

0

247,704

-1,417

309

Net cash flow from investing activities
Cash flow from financing activities

Bond redemption payments
Receipts from bond issuance
Change in nun-current loans
Change in non-current financial receivables
Shares held by other shareholders
Dividend payments to shareholders in parent company
Dividend payments to non controlling interests
Net cash flow from financing activities
Change in cash and cash equivalents

788

682

0

2,537

-25,000

-25,000

-25

-20

-36,384

52,421

8,279

99,011

Cash and cash equivalents at beginning of financial year

107,785

8,774

Cash and cash equivalents at end of financial year

116,065

107,785
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NOTES

The Company
KELAG Group is one of Austria's leading energy service providers. The company is active in the Austrian gas and electricity market, with a focus on the state of Carinthia. The
subsidiary KELAG Waerme GmbH is a successful player in the Austrian heating market.
The subsidiary KELAG Netz GmbH operates the grid network in Carinthia (electricity and
natural gas). Hydroelectricity and wind power activities and energy trading in other countries are bundled into KI-KELAG International GmbH's area of competence.
KELAG Group has decades of experience in the generation and distribution of energy.

Accounting Principles
KELAG-Kärntner Elektrizitäts-Aktiengesellschaft (KELAG), based at Arnulfplatz 2, A-9020
Klagenfurt, Austria, Commercial Court Registry: Landes- als Handelsgericht Klagenfurt
99133i, and its subsidiaries form the KELAG Group, for whom the following IFRS financial statements 2010 have been prepared in accordance with § 245a UGB (Austrian
Commercial Code).

Principles
These consolidated financial statements have been prepared in accordance with the International Financial Reporting Standards (IFRS) as they are to be applied in the European Union.
The financial statements of all fully consolidated companies and associated companies
accounted for using the equity method which make up the Group are prepared on the
basis of uniform accounting policies. The balance sheet date for all fully consolidated
companies was 31 December 2010.
The segmentation and disclosable information was aligned to the internal management
and reporting (management approach). The KELAG Group segmentation into electricity/gas, heating and investments/other complies with the internal reporting structure, with
the Management Board as the chief operating decision-maker. The operative income is
generally used as the key indicator in assessing internal performance within the operating
segments; the investment income is also used for the appraisal of the investment/other
segment. The operating segment reports in the 2010 consolidated financial statements
comply with IFRS 8.
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The consolidated financial statements are reported in thousands of euros (k EUR)
(income statement, statement of comprehensive income, balance sheet, cash flow statement and statement of changes in equity) and millions of euros (m EUR) (Notes). Rounding errors may be present in the summary of rounded figures and percentages due to the
use of automatic calculators.

Scope of Consolidated Financial Statements and Consolidation Methods
Financial Investments

KELAG
share in %

Nominal Consolidation
capital
method*

1.

KELAG Netz GmbH, Klagenfurt, Austria

100.00

k EUR
35

2.

KELAG Wärme GmbH, Villach, Austria

100.00

1.820

FC

100.00

9

FC

50.00

200

EQ
EQ

2.1

EKO-TOPLOTA Energetika d.o.o., Laibach, Slovenia **

2.2

SWH - Strom und Wärme aus Holz,
Heizw erke Errichtungs-Betriebs GmbH, Purkersdorf, Austria **

FC

2.2.1

Biow ärme Imst GmbH, Imst, Austria **

45.00

100

2.2.2

SBH Biomasseheizkraftw erk GmbH, Enns, Austria **

25.50

36

EQ

2.2.3

Alternative Energie Salzburg, Salzburg, Austria **

33.00

75

EQ

2.2.4
2.3
2.4

Bioenergieverbund Amstetten GmbH, Amstetten, Austria **
Biofernw ärme Fürstenfeld GmbH, Fürstenfeld, Austria **

25.00

35

EQ

50.00

218

EQ
EQ

KWH Kraft & Wärme aus Holz GmbH, St. Gertraud, Austria **

26.00

36

3.

KELAG Finanzierungsvermittlungs GmbH, Klagenfurt, Austria **

100.00

254

FC

4.

KI-KELAG International GmbH, Klagenfurt, Austria

100.00

10.000

FC

100.00

10.200

FC

100.00

41

FC

4.1

Interenergo d.d., Laibach, Slovenia **

4.1.1

Interenergo d.o.o. Zagreb, Zagreb, Croatia **

4.1.2

Interenergo d.o.o. Banja Luka, Banja Luka, Bosnia Herzegovina **

100.00

10

FC

4.1.3

EHE d.o.o. Banja Luka, Banja Luka, Serbia **

100.00

1.001

FC

4.1.4

Interenergo d.o.o. Sarajevo, Sarajevo, Serbia **

100.00

511

FC

4.1.5

PLC Interenergo d.o.o. Beograd, Belgrade, Serbia **

100.00

533

FC

4.1.6

Hidrow att d.o.o. Beograd, Belgrade, Serbia **

FC

4.1.7

Interenergo Makedonija d.o.o.e.l., Skopje, Macedonia **

4.2

Windfarm MV I s.r.l., Bucharest, Romania **

4.3

Lumbardhi Beteiligungs GmbH, Klagenfurt, Austria **

4.3.1

KelKos d.o.o., Pristina, Kosovo **

80.00

0

100.00

115

FC

100.00

2.010

FC

90.00

35

FC

90.00

0

FC

4.4

Wind park Balchik 1 OOD, Sofia, Bulgaria **

52.00

3

FC

4.5

Wind park Balchik 2 OOD, Sofia, Bulgaria **

52.00

3

FC

4.6

Wind park Balchik 4 OOD, Sofia, Bulgaria **

52.00

3

FC

5.

KRV Kärntner Restmüllverw ertungs GmbH, Arnoldstein, Austria

42.87

44

EQ

6.

Waldensteiner Kraftw erke GmbH., Waldenstein, Austria

40.00

36

EQ

7.

Waldensteiner Kraftw erke GmbH & Co KG., Waldenstein, Austria (limited
partner's share)

40.00

7

EQ

8.

Stadtw erke Kapfenberg GmbH, Kapfenberg, Austria

35.00

2.000

EQ

* FC = Full Consolidation; EQ = at equity
** Indirect interests

KELAG-Kärntner Elektrizitäts-Aktiengesellschaft is the parent company. All companies
(subsidiaries) which are under the control of the parent company are included in the consolidated accounts through full consolidation. A subsidiary is deemed to be under the
control of the parent company when the parent company directly or indirectly has the
power to govern the financial and operating policies of an entity. Subsidiaries are in-
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cluded from the point in time at which they entered the parent company's control until the
point in time when control is lost.
The consolidated financial statements include 19 subsidiaries (38 the previous year) and
11 associated companies (24 the previous year) in addition to KELAG as the parent
company.
Basis of Consolidation

At beginning of reporting period

12/31/2010

12/31/2009

Fully
consolidated

At equity
evaluation

Fully
consolidated

At equity
evaluation

39

24

26

16

First included in reporting period

1

0

15

8

Consolidated in reporting period

-3

0

0

0

Deconsolidated in reporting period

-17

-13

-2

0

At end of reporting period

20

11

39

24

6

11

12

16

14

0

27

8

of which are domestic companies
of which are foreign companies

Where shares in a subsidiary, a joint venture or an associated company are viewed by
the Group as being immaterial, they are recorded according to IAS 39. In checking the
KELAG investment portfolio, multiple companies were classified as immaterial and were
deconsolidated in the 2010 financial year. The subsidiaries which were not fully consolidated represent a total of less than 1 % of the Group's revenue, net income or liabilities.
Entities over which the parent company directly or indirectly has significant influence (associated companies) and interests in joint ventures are recorded according to the equity
method. The same consolidation principles are applied. The financial statements of all
material entities accounted for according to the equity method are prepared using uniform
accounting policies. Losses incurred by an associated company which exceed the interest in the associated company are only recognised to the extent of the Group's legal or
constructive obligations or the extent of the payments made on the associated company's
behalf. Any excess of the cost of the investment over the Group's share in the net fair
value of assets, liabilities and contingent liabilities of the associated company acquisition
date is accounted for as goodwill. The goodwill is allocated to the cash-generating unit
which is expected to benefit from the acquisition and is considered part of it for the impairment test. Any excess of the Group's share in the net fair value of identifiable assets,
liabilities and contingent liabilities shall be included in income after reassessment.
The acquisition of subsidiaries and businesses is recorded according to the acquisition
method. The acquisition costs of a business combination are calculated as the sum of the
fair values of the assets transferred and the liabilities incurred at the acquisition date in
return for control of the business acquired. The identifiable assets, liabilities and contingent liabilities of the acquired business which meet the recognition criteria set out by
IFRS 3 are to be measured at their fair value at the acquisition date. Goodwill resulting
from the business combination is to be recorded as an asset and measured at the acquisition costs at the acquisition date, which represents the excess of the consideration
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transferred for the business combination over the Group's share of the fair value of the
identifiable assets, liabilities and contingent liabilities. Where the Group share in the fair
value of the identifiable assets, liabilities and contingent liabilities of the business acquired is found to exceed the consideration transferred for the business combination after
reassessment, the excess shall be recorded in income. The interests in acquired businesses held by minority shareholders are recorded with their share in the net fair value of
the assets, liabilities and contingent liabilities.
Intra-group transactions, receivables, liabilities and intra-group profits are eliminated.
Impairments and reversals of shares in consolidated companies included in individual
statements are reversed.
The 100 % acquisition of the company Windfarm MV I s.r.l., costing 5.5 m EUR became
effective on 30/09/2010. The company's wind energy farms will, on completion, have a
capacity of 14 MW. For more information on the buying price allocation, see page 77 and
following.

Companies Acquired
and Established

Accounting Policies
In the preparation of these consolidated financial statements, all applicable amendments
to and new IAS and IFRS as well as IFRIC and SIC interpretations, as applicable in the
European Union, effective as of 31 December 2010 were complied with.

Newly Applied
Accounting Policies

The following standards or interpretations were applied for the first time in the 2010 financial year:
Newly-Applied IFRS/IFRIC

applicable
from

IAS 27

Consolidated and separate financial statements according to IFRS

01/07/2009

IAS 28

Investments in associates

01/07/2009

IAS 39

Amendment: Eligible Hedging Items

01/01/2010

IFRS 1

Amendment: First time adoption of IFRSs – additional exceptions

01/01/2010

IFRS 2

Share-based payment - Group cash-settled share based payment
transactions

01/01/2010

IFRS 3

Business combinations

01/07/2009

IFRIC 17

Distributions of non-cash assets to owners

01/07/2009

IFRIC 18

Transfer of assets from customers

01/07/2009

Through the revised version of IAS 27 "Consolidated and Separate Financial Statements
according to IFRS", the IASB has changed the accounting rules regarding transactions
with non-controlling shareholders of a group and the accounting in cases of loss of con50
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trol over a subsidiary. Transactions in which parent companies change their own share in
a subsidiary without surrendering control are classified as equity transactions not affecting income. Furthermore, the standard also sets down the method for calculating deconsolidation income. Deconsolidation carried out within the group in the 2010 financial year
was carried out according to IAS 27.
The revision of IAS 27 also leads to changes to IAS 28 "Investments in associates".
Where an investor loses significant influence over a previously associated company, he
shall measure the remaining interest at fair value. Any resulting gain or loss must be recorded in the comprehensive income statement, but not affecting income. There was no
loss of significant influence over a company in the KELAG Group in 2010 and therefore
this revision did not affect the consolidated financial statements.
The changes to IAS 39 explain the requirements for the hedging of inflation risks incurred
through hedging activities as underlying transactions and the possibility of hedging onesided risks using options. In cases of designating inflation risks as underlying transactions, the changes make it clear that these risks are generally not to be designated as
hedged risks. However, when the inflation component represents a contractuallyspecified portion of the cash flows of a financial instrument, inflation may be hedged. This
revision of the standard does not affect the KELAG Group’s consolidated balance sheet.
The revision of IFRS 1 was intended to simplify the application of this standard. Outdated
transitional guidelines have been eliminated; some small changes to the text were made.
Further exceptions to the retrospective application of IFRS standards to new users were
also introduced. As KELAG has already issued IFRS consolidated financial statements in
the past, the revision of this standard does not apply to KELAG.
Changes to IFRS 2 were passed to clarify the accounting of group share-based payment
transactions with cash settlement. Such transactions occur where a subsidiary receives
goods or services from employees or suppliers which are paid for by the parent company
or another company in the group.
The IASB has issued a revised version of IFRS 3 (2008) “Business Combinations”. This
version includes inter alia a provision requiring the treatment of acquisition-related costs
separate from the business combination. According to this provision, the other costs associated with the acquisition of Windfarm MV I have been entered in the profit and loss
statement as affecting net income. Additionally, this revision leads to the introduction of
the full goodwill method as an alternative to the share-proportional goodwill accounting
method as well as to the recording of contingent purchase price components. IFRS 3 also
includes clarifications of the recognition and measurement of assets and liabilities assumed through an acquisition and clarifications of the accounting for existing relationships with the company acquired and reacquired rights. Furthermore, simplifications in
the accounting for business combinations achieved in stages have been added to the
standard. Initial consolidations of individual interests are no longer to be carried out; instead the total interest is to be consolidated with uniform measurements stated at the
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acquisition date. For existing interests in the acquiree, the acquirer must recognise the
difference between the carrying amount and the acquisition date fair value in income.
IFRIC 17 "Distributions of non-cash assets to owners” deals with the recognition of liabilities for distribution of assets other than cash. This liability must be recognised when the
distribution was no longer in the company’s discretion. As the KELAG Group did not distribute any assets other than cash, this interpretation does not apply.
IFRIC 18 “Transfer of assets from customers” is particularly relevant for the utilities sector. This pronouncement provides a new interpretation of the IFRS provisions regarding
agreements under which an entity receives items of property, plan and equipment from a
customer which the entity has to use in order to connect the customer to a network or to
provide the customer with ongoing access to goods or services. Construction cost contributions received in exchange are classified as a liability which is to be reversed as revenue. As the KELAG Group has always accounted such transactions in such a fashion,
this change will not have any effect on the consolidated account.

Presently un-adopted IFRS/IFRIC

Scheduled
date of
application

IAS 12

Amendments: Realization of underlying assets

01/01/2012

IAS 24

Related party disclosures

01/01/2011

IAS 32

Amendments: Classification of rights issues

01/01/2011

IFRS 1

First-time adoption of IFRS – Limited exemption from comparative
IFRS 7 disclosures for first-time adopters

07/01/2010

IFRS 7

Financial instruments:
Disclosures – Transfers of financial assets

07/01/2011

IFRS 9

Financial instruments

01/01/2013

IFRIC 14

IAS 19 – The limit on a defined benefit asset, minimum funding
requirements and their interaction

01/01/2011

IFRIC 19

Extinguishing financial liabilities with equity instruments

07/01/2010

The amendment to IAS 12 provides a practical solution to the problem of delimiting the
question as to whether the carrying amount of an asset is recovered through use or sale
by introducing a rebuttable presumption that the carrying amount of such an asset will
usually be recovered entirely through sale.

The IASB has amended IAS 24 "Related Party Disclosures“, that include a partial exemption of disclosure obligations for entities that are controlled or significantly influenced by a
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government. The definition of a related party was also amended for purposes of clarification. These amendments affect the KELAG Group as it is predominantly governmentcontrolled; they will result in changes to disclosure obligations that represent an easing of
requirements.
The amendments to IAS 32 clarify that rights issued in foreign currency shall be classified
as equity by the issuer insofar as the quantity and the amount of the equity instruments in
the foreign currency are fixed and the rights are granted pro rata to all owners of equity
instruments (of the same class). These standard amendments will not affect KELAG's
consolidated financial statement.
IFRS 1 was amended to enable first-time adopters to benefit from the transitional provisions of IFRS 7 "Financial Instruments – Disclosures". These provisions relieve first-time
adopters from providing comparative information for required disclosures during the first
year. The KELAG Group is not a first-time adopter of IFRS and is therefore not affected
by these amendments.
The amendments to IFRS 7 "Financial Instruments: Disclosures" relate in particular to
additional disclosure obligations in conjunction with the de-recognition of financial assets.
The amendment is aimed at providing a better insight into transactions relating to the
transfer of assets. This amendment does not affect the KELAG Group.
IFRS 9 "Financial Instruments“, redefines the provisions pertaining to the classification
and measurement of financial instruments. IFRS 9 is intended to replace IAS 39. The
new standard recognizes only two classification categories for financial instruments: debt
instruments that are recognized at amortized cost and equity instruments measured at
fair value through profit or loss (or, alternatively, in part via other comprehensive income).
Significant effects for KELAG Group are not anticipated.
IFRIC 14 "The limit on a defined benefit asset, minimum funding requirements and their
interaction" provides general guidelines for determining the upper limit of a pension plan's
surplus that can be recognised as an asset pursuant to IAS 19. Pursuant to IFRIC 14 an
employer shall not recognise any additional liability unless the amounts payable in accordance with minimum funding requirements cannot be refunded to the company. If a company is subject to minimum funding requirements and makes prepayments it shall in future be permissible to recognise the resulting benefits as an asset. This amendment is
not relevant to KELAG Group.
The publication of IFRIC 19 "Extinguishing Financial Liabilities with Equity Instruments"
clarifies the applicable requirements in the event a company renegotiates the conditions
of a financial liability with the creditor and the creditor accepts shares or other equity instruments of the company to extinguish the financial liability in full or in part.
Differences between acquisition costs and the (proportionate) re-evaluated net equity Goodwill
may arise within the scope of accounting for business combinations. Acquisition costs
and purchase price allocation must be re-measured if the difference is negative. If the
resulting difference is still negative it must be recognized in income.

53

KELAG-Kärntner Elektrizitäts-Aktiengesellschaft
Annual Report 2010 | Notes

According to IFRS, goodwill is recognized if the difference is positive. According to IFRS
3, the goodwill recognized in the balance sheet is not to be amortized, but be tested for
impairment annually. To this end, goodwill shall be allocated to those cash-generating
units that are expected to benefit from the synergies of the combination. These cashgenerating units represent the lowest level within the entity at which the goodwill is monitored for internal management purposes. A cash-generating unit to which goodwill has
been allocated shall be tested for impairment by comparing the carrying amount of the
unit, including the goodwill, with the recoverable amount of the unit. If the carrying
amount of the cash-generating unit exceeds the recoverable amount of the unit, the entity
must recognize an impairment loss on goodwill. Further allocation of the impairment loss
is made pro rata to the carrying amounts of the other assets. Reversal of an impairment
loss for goodwill during subsequent periods is prohibited.
At KELAG, the annual goodwill impairment test at cash-generating unit level is carried out
during the fourth quarter of the reporting period on the basis of medium-term planning.
Intangible assets acquired for consideration are measured at the amortized cost of acqui- Property, Plant and
Equipment and
sition or production. Intangible assets acquired within the scope of a business combinaIntangible Assets
tion must be identified and recorded separately from goodwill as soon as they fulfil the
definition of an immaterial asset and their fair value can be reliably determined. The acquisition cost of such intangible assets is equal to their fair value at the time of acquisition. Each of these assets has a determinable useful life and must be amortized accordingly.
Intangible assets that are not yet available for use should be tested for impairment annually.
Borrowing costs for qualifying assets are capitalised according to the group's accounting
principles. Qualifying assets are projects with a construction period of at least six months
and costs (excluding borrowing costs) of at least 2.0 m EUR.
With the exception of land and rights associated to land, property, plant and equipment
are depreciated in accordance with the straight line method.
In addition to direct labour and material costs, appropriate overhead expenses for material and labour minus idle time costs are included under the production cost of selfconstructed plant and equipment. Voluntary social costs are not recognized.
The depreciation of intangible assets and limited-life assets (with the exception of land or
plant under construction) is based on the expected useful life within the group and begins
when they reach their availability for use. The expected useful life, residual values and
depreciation methods are reviewed annually and any necessary changes in accounting
estimates taken prospectively into account. Depreciation is measured in accordance with
the following standardized periods of useful life applicable throughout the group:
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Useful life

Years

Intangible assets

2 – 99

Land and buildings

33 – 50

Plant and machinery

10 – 33

Other fixed assets

1 – 30

Wind turbine generators

12

The gain or loss resulting from the sale or decommissioning of an item of property, plant
and equipment is determined as the difference between the sales proceeds and the carrying amount of the asset and is recorded in income.
Assets held within the scope of financial lease arrangements are depreciated over their
useful life in the same way as assets owned by the group or, if it is shorter, over the term
of the underlying lease arrangement. The initial recognition of the asset is reflected as the
present values of the minimum lease payments (or, where applicable, its lower fair value)
in the non-current assets of the KELAG Group balance sheet. On the other hand a liability is recorded that is measured over subsequent periods using the effective interest
method.

Leased Assets

All other lease arrangements where the KELAG Group is the lessee are recorded as operating leases. As a rule, lease payments are recognized on a straight line basis over the
lease term.
If there is an indication that non-financial assets falling under the scope of IAS 36 may be
impaired then the asset's recoverable amount must be determined (Impairment Test).
The recoverable amounts of the following types of assets should be measured annually
whether or not there is any indication that it may be impaired: goodwill; intangible assets
with an indefinite useful life; and assets not yet available for use. An impairment loss adjustment becomes necessary whenever carrying amount is above recoverable amount.
The recoverable amount is the greater value from value in use or fair value less costs to
sell. The determination of value in use is based on a capital value oriented procedure
according to the Discounted Cash Flow Method (DCF Method). The method derives the
relevant cash flows from financial budgets drawn up by management. The discount rate
is the pre-tax rate that reflects the current market estimate of the time value of money and
the specific risks under consideration of the asset's capital structure. An impairment loss
equal to the amount by which the carrying amount exceeds the recoverable amount

Impairment of
Non-Financial Assets

should be taken into consideration. With the exception of goodwill, a reversal is recorded
if the reasons for the impairment loss no longer apply during subsequent periods.
Investments in (due to lack of materiality) unconsolidated subsidiaries, associated companies and other participating interests that are not recognized in accordance with the
equity method must be recognized in accordance with IAS 39.

Investments
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Investments are recognized at acquisition cost less impairment losses if the fair value
cannot be derived from comparable transactions for the corresponding period and measurement through discounting expected cash flows was waived as reliable cash flow determination was not possible.
In accordance with the regulations of IAS 28, the shares of equity investments recognized
in accordance with the equity method are initially recorded at cost and are subsequently
adjusted to reflect the share of the net profit or loss. The carrying amounts of investments
are increased or decreased to reflect KELAG Group's share in the result for the period
and other comprehensive income and also dividends, elimination of inter-company profit
and loss and amortised fair value adjustments to share acquisitions recognized in accordance with IFRS 3. Any goodwill included according to IFRS 3 is not subject to amortization and is not disclosed separately according to IAS 28.
Investments are examined according to IAS 39 in order to identify any indication for impairment. If necessary, an impairment test is carried out according to IAS 36.

Recoverability of
Investments

Impairment is evaluated by determining the recoverable amount which is the higher of the
value in use and fair value less costs to sell. The recoverable amount of investments is
primarily determined on the basis of the concept of fair value less cost to sell. Market
price oriented methods are given preference over capital value oriented methods to determine the fair value less costs to sell. The measurement should be based on the best
information available that a company would use on the balance sheet date in connection
with the sale of the asset at market conditions between knowledgeable, willing parties in
an arm's length transaction. The value in use is determined primarily on the basis of the
present value of KELAG Group's share of the estimated future cash flow achievable by
associated companies or joint ventures as a whole; alternatively, the proportional cash
value of estimated future dividends and liquidation proceeds could also be used in accordance with IAS 28.
Impairment occurred during the accounting period for 2010 due to of the liquidity decision
for KELAG Eco Heat GmbH and was recognized accordingly in KELAG's consolidated
financial statement. A capital contribution of around 2.4 million euro to SWH-Strom und
Waerme aus Holz, Heizwerke Errichtungs-Betriebs GmbH was written off due to lack of
recoverability.
The other financial investments and loans disclosed in the balance sheet consist primarily
of debt instruments and government bonds.

Other Financial Investments

The securities (primarily government bonds) are classified as available for sale (AFS).
Financial instruments that are not designated as loans and receivables, held-to-maturity
investments or financial assets at fair value through profit or loss always fall into this
category.
They are measured at fair value on the basis of quoted market prices. Initial measurement is made on the settlement date. In accordance with IAS 39, market-driven fair value
changes are recognized directly in other comprehensive income (equity) with no effect on
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profit or loss until they are sold or impaired; fair value changes that are not market-driven
are recognized in and have an effect on profit and loss (see: recoverability of financial
assets). When the asset is sold the gain or loss is recorded in income.
Impairment in conjunction with a significant or long-term decrease in fair value is recognized as profit or loss.
Purchases and sales are recognised on the trade date.
Interest-bearing loans are assigned to the category Loans and Receivables - LAR. They
are recorded at amortized costs less any impairment in accordance with the effective
interest method. In case of impairment fair value is measured as the present value of
expected repayments.
Interest revenue determined using the effective interest method is recognized as profit in
the financial result.
All trade receivables, receivables from unconsolidated subsidiaries and receivables from
undertakings in which the company has a participating interest are allocated to the category Loans and Receivables (LAR) and recognized at acquisition cost in accordance with
IAS 39. In the event of expected impairment they are recognized less impairment for expected non-recoverable amounts.

Trade Receivables
and Other Receivables

Impairment losses adjusted on an item by item basis via allowance costs make sufficient
provisions for the expected default risks. Actual default will lead to the de-recognition of
the corresponding receivable.
Other assets are recorded at acquisition cost less impairments.
The current other receivables contain derivatives from the energy sector. The derivative
financial instruments are recognized at their fair value. The book values of derivatives
with a settlement agreement are offset against each other and therefore netted. The other
non-current and current receivables are recorded at amortized cost. Adjustments for impairment have to be made where applicable.
The book values of financial assets that are not recognized at fair value through profit and
loss are subjected to an assessment on every balance sheet date to assess whether

Recoverability of
Financial Assets

there is any objective substantial evidence of impairment in the meaning of IAS 39 (such
as serious financial difficulties of the debtor, high probability of insolvency proceedings
against the debtor). If such evidence exists the impairment losses to be recognized are
disclosed in income.
Natural gas inventory is stated at cost, using the FIFO method of accounting. Raw materials and supplies are recognized at the lower of acquisition cost or net realizable value
as per balance sheet date. This is derived for marketable stock from the current market
price. The net realizable value of all other inventories is the realizable sale proceeds less
estimated cost to complete. Lower valuations from previous periods are maintained.
Valuation is based on the moving average price method.

Inventories
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Services not invoiced and work-in-process are valued at cost; this includes direct labour
and material costs as well as fixed and variable overhead costs under consideration of
idle time costs. Proportional borrowing costs and voluntary social contributions are not
capitalized.
Liabilities are recognized upon inflow and measured at the amount of the actual inflow
less transaction costs. A premium, discount or other difference between the received
amount and repayable amount is distributed over the financing period and recognized in
the financial result in accordance with the effective interest method.
The provisions for current pensions, future pensions and similar obligations are calculated in accordance with the Projected Unit Credit Method pursuant to IAS 19. A retrospective change to the accounting method for provisions came into effect in 2010. Accordingly, actuarial gains and losses are no longer recognized according to the corridor
method as was previously the case; instead, they are recognized completely in the business year in which they occurred. They are disclosed as a component of Other Comprehensive Income outside of the income statement as part of the income and expenses
recognized under corporate equity and posted directly to revenue reserves. Neither are
actuarial gains and losses in subsequent periods recognized through profit and loss. The
figures from the previous year were adjusted retrospectively. The impact on the consolidated financial statement for the business year 2008 and 2009 are as follows:
Balance sheet

31 December 2009

Pension Liabilities
and Statutory
Severance Pay

1 January 2009

adjusted

as previously
reported

adjusted

as previously
reported

477

477

1,013

1,702

Equity

480,421

491,143

440,652

438,585

Non-current provisions

228,624

214,329

206,154

208,910

3,965

7,539

0

0

adjusted

as reported

-121,732

-121,761

-12,539

-12,532

Change in k EUR

Financial Liabilities

Assets
Deferred tax assets
Liabilities

Deferred tax liabilities
Profit and loss statement 2009
Change in k EUR

Personnel costs
Income tax

The company is obliged due to collective bargaining agreements and other contracts to
pay pensions to certain employees under certain conditions after they retire. These defined benefit obligations are accompanied by pension fund assets reserved for the purpose. The company is obliged to make additional payments insofar as the pension fund is
obliged to fulfil these commitments.
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Pension liabilities are determined on the basis of actuarial reports. The applied biometric
actuarial basis is "AVÖ 2008-P – Rechnungsgrundlagen für die Pensionsversicherung –
Pagler & Pagler“(actuarial basis for pension insurance) in the version for salaried employees. Apart from disablement and death or retirement from active employment on
attaining the actuarial pensionable age, the actuarial expert did not take any further reasons for termination of contract such as fluctuation or similar into account.
The pension amount is calculated in dependence on the period of service at KELAG prior
to entitlement to benefit. The underlying actuarial pensionable age is the earliest possible
qualifying age for a (premature) old-age pension in accordance with legal regulations
under consideration of transitional arrangements. The actuarial pensionable age for prospective female beneficiaries was raised incrementally in accordance with the Austrian
act on different pensionable ages for socially insured men and women (original title:
Bundesverfassungsgesetz über unterschiedliche Altersgrenzen von männlichen und
weiblichen Sozialversicherten).
Pension fund assets are invested by the pension fund primarily in different investment
funds under observation of pension fund legislation.
Employees whose employment contracts began before 31 December 2002 receive a
one-off severance payment on the basis of obligations founded in labour legislation when
employment is terminated by the employer or they reach pensionable age. The due
amount is based on the number of years of service and the principal salary at the time of
severance. These obligations are calculated in accordance pursuant to IAS 19 on the
basis of the Projected Unit Credit Method with an accrual period of 25 years. The resulting actuarial gains and losses are also recognized under Other Comprehensive Income
and fully allocated to revenue reserves.
Employees whose contract began after 31 December 2002 are no longer directly entitled
to statutory severance payments. The employer pays 1.53 % of the monthly salaries of
the employees affected by this regulation into an employee pension fund where the contributions are paid into accounts in the respective employee's name. Due to this severance model the employer is only obliged to make regular payments and it is therefore
recorded as a defined contribution plan pursuant to IAS 19.
Calculations relating to the provisions mentioned above as per 31 December 2010 and
31 December 2009 are based on the following assumptions:
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Actuarial Assumptions

2010

2009

Pension
Discount rate

4.30 %

5.10 %

Pension increases

1.50 - 2.00 %

0.00 - 1.50 %

Salary increases

2.00 - 3.00 %

0.00 - 3.00 %

none

none

Retirement age for women

56.5 - 62

56.5 - 62

Retirement age for men

61.5 - 62

61.5 - 62

4.10 %

5.50 %

Discount rate

4.30 %

5.10 %

Salary increases

3.00 %

3.00 %

none

none

Fluctuation

Expected long-term rate of return on
plan assets
Statutory severance payments

Fluctuation (in dependence on years
of service with the company)

Other provisions are recognized in accordance with the regulations of IAS 37 in the event
the company has a legal or constructive obligation towards a third party on account of a
past event and it is probable that the obligation will result in an outflow of resources. It
must be possible to reliably estimate the amount of the obligation. Provisions will not be
recognised unless a reliable estimation is possible. Provisions are recognized at their
anticipated settlement value and are not offset against reimbursement entitlements. The
settlement value is ascertained on the basis of the best estimate with which a present
obligation could be settled or transferred to a third party on the balance sheet date. Fu-

Provisions

ture cost increases that are foreseeable and probable on the balance sheet date are
taken into consideration.
Furthermore, the KELAG consolidated financial statements also contain provisions for
contingent losses expected from onerous contracts in accordance with the regulations of
IAS 37. The balance sheet value reflects the value of the unavoidable outflow of resources.
If the present value of the provision as calculated on the basis of a standard discount rate
differs significantly from its nominal value then the present value of the obligation is recognized in the balance sheet and expenditure due to the addition of accrued interest on
the provision is recorded in the financial result.
KELAG operates partial retirement programs offering employees an option to enter supported partial retirement under continued remuneration before they are entitled to claim
an ASVG pension at the statutory pensionable age. The Projected Unit Credit Method
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pursuant to IAS 19 is applied to the measurement of the provisions disclosed in the balance sheet, whereby actuarial gains or losses are immediately recognized through profit
or loss (i.e. the corridor method is not applied). The valuation parameters correspond
largely to those for pension-related obligations. The resulting expenses are recognized
through profit and loss under salaries.
Trade liabilities and other liabilities are measured at amortized cost. Adjustments for impairment should also be made.

Other Liabilities

Non-current other liabilities contain derivatives from the energy sector. The derivative
financial instruments are recognized at their fair value. The book values of derivatives
with a settlement agreement are offset against each other and therefore netted.
Contingent liabilities are possible obligations towards third parties or a present obligation

Contingent Liabilities

where outflow of resources is not probable or the amount cannot be measured reliably.
Contingent liabilities are only recognized if acquired through a business combination. The
obligation amount of contingent liabilities disclosed in the notes equates to the scope of
liability extant at balance sheet date.
Investment grants have been offset against the corresponding acquisition or production
costs since 2004. Contributions to construction costs are reported as liabilities and amortised over the usable life of the property, plant and equipment in question through profit
and loss.

Investment Grants
and Construction
Cost Contributions

Income tax expenses for the previous business year recognized through profit and loss
include the income tax calculated on the basis of the income for each entity and the applicable tax rate and also the changes to deferred tax liabilities and assets.

Income Tax

A tax group pursuant to Article 9 of the Austrian Corporate Tax Act was formed on December 7, 2004 with KELAG as a group member and KÄRNTER ENERGIEHOLDING
BETEILIGUNGS GmbH as group parent. Various members of the group of companies
were added to the tax group in 2005 and 2009. The corporate tax amounts caused by the
group members are passed on to them by the group parent via tax allocation. Passing on
tax allocation results in a correction to the tax expenses in the profit and loss statement of
the group parent.
In compliance with the Balance Sheet Liability Method specified by IAS 12, deferred
taxes are calculated for temporary differences between the carrying amounts of assets
and liabilities in the IFRS financial statements and the existing tax bases for each entity.
Furthermore, the probable realizable tax advantage from existing loss carry-forwards is
included in the determination process insofar as they can be utilised through future tax
profits. Deferred tax assets and liabilities are offset against each other if an enforceable
right to offset current tax assets against current tax liabilities is given and they relate to
income tax levied by the same tax authority. Goodwill resulting from the initial consolidation of subsidiaries does not lead to deferred taxation. In contrast, temporary differences
resulting from or changing due to the tax-related amortisation of goodwill in subsequent
periods are taken into account when deferred taxes are determined.
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The applicable income tax rates for determining deferred taxes are the same as the tax
rates expected to be applicable at the time the temporary differences will probably reverse. The corporate tax rate applicable to the parent company KELAG- Kärntner Elektrizitäts-Aktiengesellschaft is 25 %.
The following income tax rates are applied to fully consolidated entities:
2010

2009

Bosnia

10

10

Bulgaria

10

10

30.9

30.9

in %

Germany
Italy

27.5 / 4.8176

27.5 / 4.8176

Kosovo

10

10

Croatia

20

20

Macedonia

10

10

Montenegro
Netherlands

9
20 / 25.5

9
20 / 25.5

Austria

25

25

Romania

16

16

Serbia

10

10

Slovenia

20

21

Czech Republic
Hungary

20
16

20
16

The financial instruments in the KELAG Group can be divided into original and derivative Derivative
financial instruments. In the case of KELAG, derivative financial instruments represent Financial Instruments
commodity forwards in the energy sector (electricity), as they are also defined according
to IAS 39. The derivative financial instruments are carried at their fair value, using EEX
quotations of the last active trading day for yearly products of the years 2011 to 2014 for
measurement. In the following overview the derivative financial instruments carried at fair
value are presented subdivided according to their fundamental measurement parameters.
The resulting measurement levels are defined as followed according to IFRS 7:
Level 1: Price quotes for similar instruments. This means that the measurement is based
on unadjusted prices of products traded in active markets.
Level 2: Immediately observable market input factors, if not input factors of level 1 This
means that the measurement is based on models, which in turn have observable parameters (quotations) as input factors.
Level 3: Input factors not based on observable market data.
Derivative financial instruments created in the trading and distribution of energy are estimated at acquisition cost at the conclusion of the contract, and in subsequent periods
measured at fair value. The recording of unrealized measurement gains or losses is generally recognized in the income statement, except when the conditions for hedge ac-
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counting are met in accordance with IAS 39. Currently the KELAG Group does not make
use of hedge accounting.
So-called own-use contracts that are concluded for the purpose of receipt or delivery of
non-financial items in accordance with the expected purchase, sale or usage requirements of the KELAG Group are not recognized as derivative financial instruments, but as
pending transactions (Own Use Exemption). If such an own-use contract becomes “onerous” as defined in IAS 37, a provision must be made for losses on pending transactions.
If contracts contain embedded derivatives, these and the basic contracts are recognized
separately if the economic characteristics and risks are not closely related to those of the
basic contract.
All production-optimizing trading transactions represent derivative financial instruments
as defined in IAS 39. A positive fair value is recognised in other assets; a negative fair
value is recognised in other liabilities.
The fair values of derivatives used in KELAG Group (forward contracts) can be reliably
determined at each balance sheet date. The measurement is based on market prices and
from price forward curve derived from market prices.
The results from the fair value measurement are recognized in the energy sector expenditure and income items. The ensuing overall result is part of the operating profit.
All accrued interest and expenses similar to interest for financial liabilities are recognized
in the financial result. Furthermore, the accrued interest of long-term provisions and the
resulting interest expenses and incomes from short-term interim investments or intermediate borrowings are included.

Financial Result

In addition to the result from associated companies that are accounted for using the equity method, the result from participating interests includes impairment losses, reversals
of impairment losses, disposal losses/gains and dividends. The dividends are recognized
as an inflow at the time of the distribution decision.

Investment Income

The realization of sales revenues takes place basically the time of delivery to the customer or upon fulfilment of services. The corresponding sales revenues are recognized
when, under contractual agreements, the significant risks and rewards associated with

Revenue Recognition

ownership have been transferred to the buyer, the payment has been determined by contract and the fulfilment of the claim from the receivable and performance is likely.
The sales revenues result primarily from sales of electricity, natural gas and heat to industrial and residential customers, power supply companies and electricity exchanges, as
well as network services.
When compiling the group annual financial statements pursuant to IFRS, management is Judgments and
required to make judgments in the process of applying the accounting policies and must Assumptions
Concerning the Future
also determine key assumptions concerning future developments that may significantly
influence the recognition and measurement of assets and liabilities, the disclosure re-
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quirements for other obligations on the balance sheet date and the presentation of income and expense during the period under review.
All assumptions and estimates are based on the circumstances and estimates on the
balance sheet date.
The assessment of the value of interests in associated companies accounted for by using
the equity method is based on forecasts for future cash flows as well as on a discount
rate that is adjusted in line with the industry and the corporate risk.
In assessing the existing social capital commitments, assumptions about discount rate,
retirement age, life expectancy and future salary and pension increases are used.
In the business combination carried out in the 2010 fiscal year, the related purchase price
allocations for the date of initial consolidation could not yet be finalized because of the
size and complexity of the acquisitions, such as the timeliness of the balance sheet date
and the large number of one-off items to be assessed. It must be considered provisional
as defined in IFRS 3 and includes the process of identifying and measuring assets acquired, liabilities assumed and contingent liabilities by means of the business combination.
For the calculation of a possible impairment loss of goodwill, it is necessary to determine
the value in use of the cash-generating unit to which the goodwill is allocated. The determination of the value in use is based on estimates of future cash flows of the cashgenerating unit, and on defining an appropriate discount rate.
For the purposes of impairment testing, the goodwill created in the KELAG Group was
allocated to cash generating units (CGUs) as followed:

Goodwill

m EUR

International wind projects – Bulgaria

0.2

International wind projects – Romania

5.9

International hydro-electric power projects – Bosnia

1.1

International hydro-electric power projects – Kosovo

0.4

Goodwill in the KELAG Group

7.7

The market-related parameters for determining the weighted average pre-tax cost of capital of 8.20 % were determined based on the financing terms of the KELAG Group and a
target capital structure of 50 % equity capital. Since market prices for the shares in the
companies concerned are not available and analogy procedures for lack of timely compa64
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rable transactions are not representative, the value in use was identified using a capital
value-based method. The calculations were carried out using the DCF method. The
measurement-relevant cash flows were derived from current planning or current management approaches and are based primarily on market-conforming data.
The goodwill which was allocated to the international wind energy projects in Bulgaria
originated from the acquisition of wind parks of the companies Windfarm Balchik 1, 2 and
4. The planning period extends over 20 years. Both the measurement and the purchase
price allocation are based on a quantity structure founded on an expected average annual production value; the price structure for purposes of impairment testing was determined on the basis of electricity price forecasts. For the first fifteen years of operation
fixed funding rates (corridor) have been set for wind power by the Bulgarian legislature.
The main annual operating expenses applied in impairment testing consisted of the cost
of full maintenance and management as well as insurance of equipment and annual
maintenance expenses. For the extrapolation of the annual revenues for the planning
years 16-20, a sustained price increase of 2 % pa is generally assumed. The expenses
were taken into account value-secured with the expectation of long-term price developments.
The present value of the thus determined pre-tax-free cash flow was compared with the
carrying amount plus goodwill of the Balchik wind farms. The current planning principles
lead to the equivalent present value of the wind park dropping below their carrying
amount plus goodwill by 0.4 m EUR. As a consequence, the goodwill of the CGU and the
associated facilities were value-adjusted in these financial statements by the amount of
approximately 0.2 m EUR respectively.
The goodwill which was allocated to the international wind projects in Romania originated
on the one hand from the acquisition of 100 % of shares and on the other from the performance-related purchase price tangent of the company Windfarm I MV srl. The planning period extends over 20 years. Both the measurement and the purchase price allocation are based on a quantity structure founded on an expected average annual production
value; the price structure for purposes of impairment testing was determined on the basis
of electricity price forecasts (IST 2010 + 2 % p.a.). The main annual operating expenses
applied in impairment testing consisted of the cost of full maintenance and management
as well as insurance of equipment and annual maintenance expenses. For the extrapolation of the annual expenses, a sustained price increase of 2 % pa is generally assumed.
The present value of the thus determined pre-tax-free cash flow was compared with the
carrying amount plus goodwill of the MV I wind farm. The current planning principles lead
to the equivalent present value of the wind park dropping below its carrying amount plus
goodwill by 5.9 m EUR. Consequently, the goodwill was impaired accordingly.
The goodwill allocated to the international hydropower project Bosnia originated from the
acquisition of 100 % of shares in Interenergo d.d. The planning period extends over 28
years. Both the measurement and the purchase price allocation are based on a quantity
structure founded on an expected average annual production value; the price structure
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for purposes of impairment testing was determined on the basis of electricity price forecasts. The main annual operating expenses applied in impairment testing consisted of the
cost of operating management and licence fees. For the extrapolation of the annual expenses, a sustained price increase of 2 % pa is generally assumed. From 2014, the
revenue side was kept constant due to political declarations of intent on the level of feedin tariffs for green electricity plants.
The present value of the thus determined pre-tax-free cash flow was compared with the
carrying amount plus goodwill of the power station. The current planning principles lead
to the equivalent present value of the power station dropping below its carrying amount
plus goodwill by about 1.4 m EUR. As a consequence, the goodwill was impaired by
about 1.1 m EUR and that of the CGU-allocated facilities by about 0.3 m EUR in these
financial statements.
Goodwill of approximately 0.4 m EUR was generated as part of the asset deal of the
Kosovo power plant in the 2009 financial year. The computational basis for impairment
testing is the 2011 budget and the medium-term planning. A terminal value based on a
normalized financial year without growth reduction was applied at the end of plan periods.
Based on the calculations, there was an impairment loss of approximately 0.4 m EUR.
The current planning principles mean that it can be assumed that there is no further need
for a value adjustment.
Deferred tax assets on loss carry-forwards are recognized if it is probable that future taxable profits will exist and a utilisation will be possible.
The measurement of provisions for onerous contracts was based on assumptions and
estimates of the balance sheet date.
Contingent liabilities amounting to 16.2 m EUR not recorded in the Group balance sheet
are regularly assessed in relation to their probability of occurrence. If the probability of an
outflow of resources embodying economic benefits is not high enough to require the recognition of provisions and is not remote either, the relevant obligations are to be disclosed as contingent liabilities. The estimates are made by the responsible experts, taking market-related inputs (where possible) into account.
Since in the 2010 financial year, the financial statements in the entire KELAG Group were
for the first time prepared according to a Fast-Close procedure, values for individual items
in the statements had to be determined in accordance with documented estimation methods.
The companies measure non-monetary items in their individual financial statements in Currency Translation
foreign currencies on the balance sheet date at the rate prevailing on the date of initial
recognition. Monetary items are converted at the exchange rate on the balance sheet
date. Exchange rate gains and losses from the measurement of monetary balance sheet
items in foreign currencies occurred until the balance sheet date are recognized as income in other operating expenses or other operating income.
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Functional currency conversion is applied as the conversion method for financial statements of foreign companies. Since the main foreign companies included in the consolidated financial statements conduct their business activities independently in their local
currency, the balance sheet items in the consolidated financial statements of all foreign
companies are converted to euro at the average rates on the balance sheet date. Goodwill values are converted as assets of the economically independent foreign entities at the
closing rate.
A corresponding procedure is used when converting the equity to be carried forward of
foreign companies accounted for using the equity method. The following exchange rates
were used for currency conversion:
Average
2010

Effective date
31/12/2010

1.9558

1.9558

25.3562

25.0610

274.5008

277.9500

Romanian Lei (RON)

4.2338

4.2620

Croatian Kuna (HRK)

7.2953

7.3830

61.5742

62.4839

Serbian Dinar (RSD)

102.9130

105.6300

Bosnian Mark (BAM)

1.9558

1.9558

Average
2009

Effective date
31/12/2009

1.9558

1.9558

26.4350

26.4730

280.3300

270.4200

Romanian Lei (RON)

4.2399

4.2363

Croatian Kuna (HRK)

7.3400

7.3000

Macedonian Denar (MKD)

61.2832

61.1732

Serbian Dinar (RSD)

93.6953

95.8888

Bosnian Mark (BAM)

1.9558

1.9558

Exchange rates
per EUR

Bulgaria Leva (BGN)
Czech Republic Koruny (CZK)
Hungarian Forint (HUF)

Macedonian Denar (MKD)

Exchange rates
per EUR

Bulgaria Leva (BGN)
Czech Republic Koruny (CZK)
Hungarian Forint (HUF)
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Notes on Segment Reporting
In segment reporting, the business activities of the KELAG Group are allocated to the
segments:
•

Electricity/Gas

•

Heat

•

Investments/Other

In the consolidated financial statement in hand segmentation follows the management
approach concept standardized in IFRS 8.5 and reflects the basis on which the company's economic position is steered and monitored by the key decision-makers in the
company. It is oriented on internal accounting.
The segment Electricity/Gas contains the following (where applicable) for each product:
•

Generation

•

Trading

•

Distribution and

•

Network

Pursuant to Article 8 Section 3 ElWOG electricity companies that provide at least two of
the three functions of generation, transfer and distribution are required to provide separate balance sheets and income statements for generation, transfer and distribution and
to publish them in the notes. This obligation to present the segments is fulfilled in the
individual financial statements of KELAG and KELAG Netz GmbH.
All activities in the field of utilizing waste heat and bio-energy to supply heat on domestic
and foreign markets are allocated to the category Heat.
The Segment Investments/Other consists of
•

Management and steering functions as well as activities in the field of domestic
investments,

•

the financing function of KELAG Finanzierungsvermittlungs GmbH, and

•

activities in the telecommunications sector.

The accounting policies applied to the segments subject to mandatory reporting are the
same as those described in the group accounting guidelines in section 2.3.
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The key decision-maker monitors the investments in intangible assets and property, plant
and equipment and investments in shareholdings for the purpose of assessing performance and the allocation of resources between the segments. This information is disclosed
to the users of financial statements in segment reporting.
The internal performance of business segments is assessed primarily on the basis of
operating income. This equates to the total operating income achieved by the corporate
units incorporated in the business segment under consideration of inter-segment sales
and expenses.
Additions to intangible assets and property, plant and equipment and shareholdings
(those accounted for using the Equity Method and others) include investments and increases through business combinations. These valuations correspond to the asset volume reported internally.
The valuation of all business segments is in compliance with IFRS.
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Segment Reporting 2010

Total
Group

2.7

0.0

1,528.0

1.2

0.0

-10.8

0.0

1,399.6

136.6

2.7

-10.8

1,528.0

Operating result

102.4

6.2

-17.4*

0.0

91.3

Depreciation and amortization

-46.9

-19.2

-7.3

0.0

-73.4

-7.9

0.0

-0.3

0.0

-8.2

0.0

0.0

33.5

0.0

33.5

0.0

0.0

-0.5

0.0

-0.5

0.0

0.0

15.9

0.0

15.9

130.1

18.8

7,0

0.0

155.9

2.3

2.5

0.0

0.0

4.8

Electricity
/ Gas

Heat

1,033.3

122.2

3.3

0.0

1,158.8

9.0

0.7

0.0

-9.7

0.0

1,042.3

122.9

3.3

-9.7

1,158.8

90.9

-17.3

-12.8*

0.0

60.8

-39.5

-23.8

-4.5

0.0

-67.8

of which are impairments

0.0

-12.2

0.0

0.0

-12.2

Investment result

0.0

0.0

44.9

0.0

44.9

0.0

0.0

-0.4

0.0

-0.4

0.0

0.0

16.5

0.0

16.5

Investments in intangible assets and
property, plant and equipment

99.0

21.1

11.9

0.0

132.0

Investments in shareholdings

16.1

0.0

0.0

0.0

16.1

External revenue
Intercompany revenue
Total revenue

of which are impairments
Investment result
of which are the result of associates
accounted for using the Equity
Method
Book value of associates accounted
for using the Equity Method
Investments in intangible assets and
property, plant and equipment
Investments in shareholdings
Segment Reporting 2009
in Million EUR

External revenue
Intercompany revenue
Total revenue
Operating result
Depreciation and amortization

of which are the result of associates
accounted for using the Equity Method
Book value of associates accounted
for using the Equity Method

Heat

1,390.0

135.4

9.6

Investments /
Other

Eliminations

m EUR

Electricity
/ Gas

Investments /
Other

Eliminations

Total
Group

* Result is calculated from the proceeds from secondary business (LWL mediation) after deduction of overheads for the central division.
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Notes on Income Statement
The breakdown of revenue proceeds by area of activity presents the following picture for
the year 2010:

(1)
Revenue

Revenue
m EUR

Electricity / Gas

2010

2009

1,391.6

1,035.2

132.9

118.2

3.5

5.4

1,528.0

1,158.8

Heat
Investments / Other

Total profit from revenues

Of the electricity revenues, electricity trading accounted for about 840.5 m EUR (previous
year: around 518.9 m EUR). The total increase of 369.2 m EUR is due to economic
growth, temperature development, and the initial full consolidation of the Interenergo trading revenues and the expansion of trade in electricity.
Due to the increase in customer demand and higher market price levels, heat revenues
increased in the 2010 financial year by approximately 14.7 m EUR to 132.9 m EUR.

(2)
Other operating income

Other Operating Income
m EUR

2010

2009

0.0

1.4

25.1

26.9

1.5

1.3

Others

18.4

14.8

Total other operating income

45.1

44.5

Increase in finished and unfinished goods
Capitalized own work
Income from the reversal of provisions

Other operating income was virtually at the same level as last year.
The largest items included in Other Operating Income are income from rentals and leases
at approx. 2.2 m EUR (previous year: approx. 2.2 m EUR); damage compensation at
approx. 1.4 m EUR (previous year: approx. 1.7 m EUR), and various settlements at
approx. 12.4 m EUR (previous year: around 9.1 m EUR).
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Expense of Materials and Other Production Services
m EUR

Material expense

2010

2009

-81.5

-70.9

-1,020.6

-695.5

Natural gas

-95.0

-70.5

Third-party services

-12.4

-15.3

Total expense for services received

-1,127.9

-781.3

Total expense for materials and other
production services

-1,209.4

-852.2

(3)
Expense of Materials
and Other Production
Services

Expense for services received
Electricity

The material expenses recorded in the KELAG financial statements increased from
around 70.9 m EUR to around 81.5 m EUR and mainly reflects the cost of materials for
generating heat and is therefore directly linked to the sales growth in the heat sector.
The increase in electricity and gas consumption during 2010 corresponds mainly with the
increased revenue from higher trading volumes.

(4)
Personnel Expenses

Personnel Expenses
m EUR

2010

2009

Wages and salaries

-96.9

.-98,4

Expenses for statutory
social contributions, payroll-related taxes and
mandatory contributions

-22.4

-22.3

Expenses for apprentices' wages

-1.2

-1.1

Other social expenses

-1.1

-1.3

-121.5

-123.1

Expenses for severance payments

-0.8

-1.0

Expenses for pensions

-4.3

2.4

-126.6

-121.8

Subtotal

Total personnel expenses

The increase in personnel expenses compared to the 2009 financial year by around 4.8
m EUR is mainly due to the expenses for retirement benefits (based on actuarial reports).
This P&L item was impacted by a positive one-off effect in the 2009 financial year.
The number of employees, measured as annual average of the employee equivalents
(part-time jobs aliquotly taken into account, including dormant employment contracts),
were made up as followed in the KELAG Group:
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Employee Figures

2010

2009

Change

Employees

1,354

1,365

-11

113

105

8

1,467

1,470

-3

Apprentices
Total employees

Approx. 0.2 m EUR was paid in the form of contributions to employee pension funds during the 2010 business year.
Depreciation on property, plant and equipment amounted to -45.9 m EUR (previous year:
-43,2 m EUR) and amortisation on intangible assets amounted to -19.8 m EUR (previous
year: -12.4 m EUR).

(5)
Depreciation
and Amortization

Furthermore, this item also records impairment on goodwill of approx. -7.7 m EUR (previous year: -12.2 m EUR). Reference is made to the explanations of goodwill under item
(10).

Other Operating Expenses
2010

2009

Taxes (excluding taxes on income)

-1.6

-1.6

Operating and business premises

-2.6

-2.8

Car costs

-1.6

-1.6

Travel expenses

-3.7

-3.7

Communication expenses

-1.7

-1.7

Rentals and leases

-5.9

-6.6

Personnel leasing

-6.7

-6.2

Operating services

-1.0

-1.8

Advertising and representation

-5.6

-6.0

Insurances

-2.5

-2.2

Other expenses

-39.6

-66.5

Total of other operating expenses

-72.5

-100.7

m EUR

(6)
Other
Operating Expenses

The decrease in other expenses of approximately 28.2 m EUR is attributable to the fact
that major precautionary accounting measures were taken in the 2009 financial year.
With regard to other expenses, reference is made to MN (21) – Other non-current provisions – and MN (26) – current provisions.
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(7)
Financial Result

Financial Result
2010

2009

2.3

1.8

Interest and similar expenses

-21.6

-20.5

Total financial result

-19.2

-18.8

m EUR

Interest and similar income

Interest and similar revenues include mainly income from fixed-asset securities and interest income from bank deposits.
Interest expenses are mainly composed of interest payments and accruals for the bonds
and interest components of accruals together with provisions, which contain the annual
accrued interest amounts related to the update of the present value of long-term provisions. Of the borrowed capital costs, around 1.8 m EUR (previous year: around 0.3 m
EUR) had to be capitalised in the reporting year in accordance with IAS 23.
The investment income included all revenues and expenses which are incurred in relation
to the operating investments. Income from investments amounting to approximately 37.8
m EUR (previous year: around 45.8 m EUR) were recognized in other investment income
as most essential items. Refer to MN 12 for the result from investments using the equity
method.

(8)
Other Income from
Participating Interests

The decline in revenues from investments is due to the fact that in the 2010 financial year
the VERBUND Austrian Hydro Power AG distributed approximately 5.0 m EUR less and
the VERBUND Austrian Thermal Power GmbH & Co KG around 3.4 m EUR less in comparison to the year 2009.

(9)
Income Tax

Income Tax
m EUR

2010

2009

Current income tax / tax levy

-12.3

-3.4

-2.4

-9.1

-14.7

-12.5

Deferred income tax
Total income tax:

The tax expenditure in the period 2010 of approximately -14.7 m EUR is around 11.7 m
EUR lower than the calculated tax expenditure of approximately -26.4 m EUR, which
would result from applying a tax rate from 25 % to pre-tax profit (around 105.6 m EUR).
The reasons for the difference between the calculated and the recognized tax expenditure in the Group are as follows:
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Tax Reconciliation
2010

2009

Earnings before income tax

105.6

86.9

Calculated tax expenditure

-26.4

-21.7

-0.2

0.0

7.3

8.9

-19.3

-12.8

4.6

0.3

-14.7

-12.5

m EUR

Differences due to different tax rates
Tax-exempt income and non-deductible expenses
Income tax expenditure for the period
Income tax revenue / expenditure for prior period
(current and deferred)
Reported income tax expenditure
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Notes on the Balance Sheet

Acquisition costs for Windfarm MV I s.r.l.

31/12/2010

k EUR

purchase price in cash (including acquired cash equivalents)

2,522

Conditional purchase price adjustments

3,019

Cost of acquiring the company

5,541

Purchase Price Allocation
of Business Combinations
and Start-ups

The purchase price allocation was determined provisionally with regard to this business
combination. The final accounting of the business combination takes place within the
twelve-month period defined in 3.45 of the IFRS, since at the time of preparing the financial statements, the fair values of identifiable assets, liabilities and contingent liabilities
could not be reliably determined.
The total assets and liabilities of the wind park at the time of acquisition are as follows:
Windfarm MV I s.r.l.
Date of acquisition
Acquired share (direct)
Non-current assets
Current assets
Revalued assets
Equity
Non-current liabilities

30/09/2010
100 %
2,891
355
3,247
-409
0

Current liabilities

3,656

Revalued liabilities

3,656

Net assets

-409

Acquisition costs

5,541

Residual goodwill at the time of acquisition

5,949

Revenue 2010
Net profit for 2010

0
-160

Net outflow of cash from the acquisition
Total purchase price paid in cash
Minus acquired cash
Net outflow from the acquisition

2,522
-255
2,267
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At the time of preparing the financial statements the company was in the construction
phase and has no sales revenues to report in 2010. The proportional share of income
after taxes is reflected in the P&L statement of the KELAG Group at around -34 k EUR.
Due to the final purchase price allocation of company acquisitions in the wind farms Balchik 1 OOD, Balchik 2 OOD, Balchik 4 OOD and the Interenergo d.d. in the 2009 financial
year, there were no adjustments.
To carry out the acquisition of the Kosovo hydroelectric plant Lumbardhi in March 2009,
KelKos Energy Sh.p.k. was established as operating company and Lumbardhi/Kosovo
mbH holding company for holding the shares in the afore-mentioned company. Both
companies were consolidated for the first time in the 2009 reporting period.
In the course of the acquisition of the rights and obligations from a lease and energy supply contract for the Lumbardhi power plant, the operational management, production,
employees as well as the distribution rights went over to the KELAG Group. By taking
over the contracts, the KELAG Group obtained control over the operations of the hydroelectric plant in Kosovo through the acquisition of net assets (“asset deal”), which is why
this transaction is identified as a business combination.
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The final purchase price allocation is as follows:

Kelkos Energy Sh.p.k.
Date of acquisition
Acquired share (direct)
Non-current assets
Current assets

03/09/2009
100 %
8,779
0

Revalued assets

8,779

Equity

8,368

Non-current liabilities
Current liabilities
Revalued liabilities

411
0
411

Net assets

8,368

Of these net assets of the KELAG Group

7,531

Acquisition costs

7,901

Residual goodwill at the time of acquisition
Impairment loss of goodwill
Resulting book value as on 31/12/2009
Revenue 2010
Net profit for 2010

370
0
370
1,126
771

Net outflow of cash from the acquisition
Total purchase price paid in cash
Minus acquired cash
Net outflow from the acquisition

7,901
0
7,901

Non-current Assets
Electricity purchase rights, natural gas purchase rights and other rights – including software and memo items for concessions and goodwill – were reported as intangible assets.

(10)
Intangible Assets

The KELAG Group reported no goodwill from consolidation for December 31, 2010. Only
approximately 0.2 m EUR are accounted for on an individual company level as goodwill
and are recognised at their acquisition cost.

Goodwill

78

KELAG-Kärntner Elektrizitäts-Aktiengesellschaft
Annual Report 2010 | Notes

Goodwill
k EUR

Carrying amount development
As at year start
Additional recognized amounts from business combinations
during the business year
Disposal from change to consolidated companies
Disposal from retrospective conditional purchase price
adjustments
Impairment
As at year end

31/12/2010

31/12/2009

3,115

12,276

5,949
0

3,105
-75

-1,377
-7,687
0

0
-12,191
3,115

During the year the Group determined the recoverable amount of goodwill and noted that
the associated goodwill of the Group's individual international business sectors in wind
and hydroelectric power was impaired to the amount of around 7.7 m EUR (previous
year: around 12.2 m EUR from the heating sector) (see: Judgments and assumptions
concerning the future).
The development of the other intangible assets is available in the asset movement
schedule at the end of the notes.
A list of the Group's property, plant and equipment is available in the asset movement
schedule at the end of the notes.
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Investments recorded according to the equity method
and other investments
Investments
in
associated
companies

Shares in
subsidiaries,
not
consolidated

Other
investments

Total

13,904
0
3,479
1,452
0
-1,846

142
0
0
0
0
0

123,497
0
53
0
303
0

137,543
0
3,532
1,452
303
-1,846

16,989

142

123,247

140,377

0
445

0
0

0
0

0
445

445
16,544

0
142

0
123,247

445
139,932

16,989
-252
2,501
1,438
0
-1,858

142
3,402
0
0
0
0

123,247
0
47
0
0
0

140,377
3,150
2,548
1,438
0
-1,858

18,817

3,544

123,294

145,656

445
2,496

0
811

0
0

445
3,307

2,941
15,876

811
2,733

0
123,294

3,752
141,903

(12)
Investments in Associates and Other Investments
(including interests in
affiliated companies)

k EUR

2009
(Updated) acquisition costs as per
01/01/2009
Changes to scope of consolidation
Additions from share acquisitions
Increase/decrease from net profit
Disposals
Dividend
(Updated) acquisition costs as per
31/12/2009
Accumulated impairments
As at 01/01/2009
Impairment
Accumulated impairments
As at 31/12/2009
Net carrying value as per 31/12/2009
2010
(Updated) acquisition costs as per
01/01/2010
Changes to scope of consolidation
Additions from share acquisitions
Increase/decrease from net profit
Disposals
Dividend
(Updated) acquisition costs as per
31/12/2010
Accumulated impairments
As at 01/01/2010
Impairment
Cumulative impairments
As per 31/12/2010
Net carrying value as per 31/12/2010

The additions to participating interests accounted for using the equity method refer to
interests acquired, capital increases and contributions. The recognized additions during
the 2010 financial year in the shares in associated companies from share acquisition
related mainly to a capital grant to the SWH-Strom und Waerme aus Holz, Heizwerke
Errichtungs-Betriebs GmbH.
Changes in the value of interests accounted for using the equity method are presented as
additions/disposals from net profit.
Companies were classified as immaterial during an audit of the KELAG investment portfolio and as a result were deconsolidated in the 2010 financial year. The corresponding
amendments are recognized under the changes of scope of consolidation at the shares in
subsidiaries not consolidated and relate to shares in subsidiaries, non-consolidated es-
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sentially to the participation in KELAG Eco Heat GmbH with a carrying amount of approximately 2.5 m EUR.
A 10 % share in VERBUND-Austrian Hydro Power AG of around 123.3 m EUR is included in the other interests. The intrinsic value is based on current revenue development.
The unrecognized share in losses of associated companies of the KELAG Group, which
have a carrying amount of zero for both the period, and cumulatively, must be regarded
as insignificant.
Acquired loans as well as securities and stock rights of the fixed assets are recognized in
other financial assets. The securities in the amount of approximately 28.3 m EUR (previous year: around 27.8 m EUR) (primarily government bonds) of the fixed assets serve to

(13)
Other Financial Assets,
Other Non-Current
Receivables and Assets

cover the pension and severance provisions in accordance with the stipulations of Article
14 of the Income Tax Act 1988.
Non-current trade receivables amounting to around 3.8 m EUR (previous year: around
3.7 m EUR) were included in other non-current receivables.
The differences between the tax bases and the IFRS book values as well as the loss
carry-forwards on the balance sheet date result in the following deferred taxes:

Deferred Taxes
m EUR

31/12/2010
Deferred
Deferred
tax
tax
assets
liabilities

31/12/2009
Deferred
Deferred
tax
tax
assets
liabilities

Non-current assets

7.2

29.5

5.4

30.5

Current assets

0.2

0.0

0.0

0.0

10.9

14.5

11.6

8.7

Special tax items

(14)
Deferred Tax Assets

Non-current liabilities
Provisions for pensions

9.0

0.0

5.2

0.0

Other long-term provisions

17.4

0.1

13.8

0.0

Other long-term liabilities

0.0

0.7

0.0

0.7

0.1

0.3

0.0

0.0

44.9

45.1

36.1

40.0

Current liabilities
Subtotal
Loss carried forward

0.0

0.0

0.5

0.0

Gross total before netting

44.9

45.1

36.6

40.0

Netting *

-44.3

-44.3

-36.1

-36.1

0.6

0.8

0.5

3.9

Recognized in the balance sheet

* The netting correction item relates to the netting of deferred taxes on group company level.
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In the 2010 reporting period, the net position for deferred taxes changed
as followed:
Deferred Taxes
2010

m EUR

Opening balance 01/01/2010

-3.4

Change not recognized in profit or loss

5.6

Change recognized as income

-2.4

Closing balance 31/12/2010

-0.2

The changes recognized in other comprehensive income (i.e. directly in equity) essentially refer to the profits and losses from available-for-sale financial instruments and initial
recognition as a result of changes in the consolidated group.

Current assets
The balance sheet item current assets, includes all assets that are expected to be realized or fulfilled within a period of 12 months.
(15)
Inventories

Inventories
2010

2009

11.5

12.1

Work-in-progress

0.1

0.1

Finished products and goods

3.4

3.7

Services not yet invoiced

2.1

2.1

17.1

18.0

m EUR

Raw materials, consumables and supplies

Total inventories

The finished products and goods in the final year amounted to approximately 3.4 m EUR.
The value of the natural gas inventory on the balance sheet date amounted to approximately 3.1 m EUR (previous year: around 3.3 m EUR).
Services not yet invoiced on the balance sheet date amounted to approximately 2.1 m
EUR and were at the previous year’s level.
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Trade receivables as well as other receivables and
assets
2010

2009

49.3

56.7

Receivables from subsidiaries (not consolidated)

0.3

0.0

Receivables from companies with participating interests

0.3

1.3

Other receivables and assets

35.3

22.9

Total trade receivables well as other receivables
and assets

85.2

80.9

m EUR

Trade receivables from external consumers

(16)
Trade Receivables as
well as Other Receivables
and Assets

Trade receivables from external consumers relate mainly to previously billed electricity,
heat and natural gas receivables.
Receivables from unconsolidated subsidiaries and companies with participating interests
elated fully to trade receivables.
Impairments
m EUR

Carrying
amount

Impairment

Gross

2009
Trade receivables from external consumers

56.7

2.9

59.6

Receivable from subsidiaries (not consolidated)

0.0

0.0

0.0

Receivable from companies with participating interests

1.3

2.6

3.9

Other receivables and assets

22.9

0.0

22.9

Trade receivables and
Other receivables and assets

80.9

5.5

86.4

49.3

3.1

52.4

0.3

0.0

0.3

2010
Trade receivables from external consumers
Receivable from subsidiaries (not consolidated)
Receivable from companies with participating interests

0.3

0.2

0.5

Other receivables and assets

35.3

0.0

35.3

Trade receivables and
Other receivables and assets

85.2

3.3

88.4
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Other Receivables and Assets
2010

2009

12.6

9.4

Advance payments

0.0

0.5

Other receivables from payroll accounting

0.1

0.2

Market value of derivatives

11.7

0.0

Other

10.9

12.9

Total other receivables and assets

35.3

22.9

m EUR

Accounts receivable from the transfer of taxes

Other accounts receivable and assets on the balance sheet date included receivables
from damage cases, accrued interest, receivables to the tax office, market value of derivatives etc. With the exception of the derivatives, other accounts receivable and assets
have been accounted for at their amortized cost, which essentially correspond to their fair
values. The derivatives were recognized at fair value.
Of the reported trade receivables approximately 1.4 m EUR were involved in legal dunning proceedings at the balance sheet date on 31 December 2010.
On the annual report due date of 31 December 2010 bank balances and cash balances
amounting to about 116.1 m EUR (previous year: about 107.8 m EUR) were reported.

Cash and Cash Equivalents
2010

2009

0.1

0.1

Cash at banks

115.9

107.7

Total cash and cash equivalents

116.1

107.8

m EUR

Cash in hand

(17)
Cash and
Cash Equivalents

The lock-in period of all current financial investments was less than three months at the
time of the annual report due date.
Refer to the cash flow statement for an explanation for the increase.

Equity
The share capital was unchanged at 58.2 m EUR and is divided into 7,920,000 registered
no-par value shares and 80,000 bearer shares. Option rights on the issue of new shares
did not exist.

(18)
Equity Attributable
to Shareholders
of the Parent Company
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The capital reserves amounting to about 263 k EUR reported in the balance sheet is appropriated additional paid-in capital.

Capital Reserves

The retained earnings amounting to around 465.5 m EUR (previous year: around 426.3 m
EUR) reported in the balance sheet included, among others, the legal reserve, which was
unchanged as in the previous year at around 5.8 m EUR and with 10 % of the issued
share capital was fully endowed in accordance with stock corporation legislation

Retained Earnings
and Dividends

The retained earnings comprised the profits and losses accumulated within the Group.
The dividend is determined on the basis of the net profit for the year shown in the statutory individual accounts of the Carinthia Electricity Group as parent company, which are
prepared in accordance with company law. Accordingly, it will be proposed to the Annual
General Meeting to distribute approximately 30.0 m EUR to shareholders.
The non-controlling interests show the shares held by third parties in the Group companies. This resulted from the consolidation of Lumbardhi/Kosovo Beteiligungsgesellschaft
mbH, Energy KelKos Sh.pk, Windfarm Balchik 1 OOD, Windfarm Balchik 2 OOD and
Windfarm Balchik 4 OOD. Another third party ownership interest was recognized from the
consolidation of Interenergo-Gesellschaft Hidrowatt d.o.o. Beograd under this balance
sheet item.

(19)
Non-Controlling
Interests

Non-current liabilities
Non-current financial liabilities declined from the previous year from around 263.9 m EUR
to around 257.3 m EUR. The 250 m EUR bonds issued in 2009 are also included in this
item. The interest rate for the term of 5 years is 4.5 %. The issue price was at 99.383 %.

(20)
Non-current
Financial Liabilities

In addition to provisions for pensions and severance payments, other non-current provisions were recognized under the balance sheet item long-term provisions.

(21)
Non-current Provisions

85

KELAG-Kärntner Elektrizitäts-Aktiengesellschaft
Annual Report 2010 | Notes

Development of Severance Provisions
m EUR

2010

2009

Provision recognized
Present value (DBO) of the obligation
Recognized provision 31/12

61.3
61.3

58.0
58.0

0.3
2.8
3.1

0.9
3.1
3.9

58.0
3.1

51.7
3.9

4.2
-3.9
61.3

6.0
-3.8
58.0

Expenditure for severance provision is
structured as follows:
Service cost
Interest cost
Severance expenditure recognized in P&L
Development of provisions
Recognized reserves (DBO) 01/01
Net expenditure recognized in P&L
Change in fully realized
expenditure for the period
Severance payments
Recognized reserves (= actual DBO) 31/12
Development of actuarial
gains and losses (cumulative)
Cumulative actuarial
gain (+) / loss (-) 01/01
Actuarial gain (+) / loss (-)
Net loss / (gain) from transfers
Cumulative actuarial
gain (+) / loss (-) 31/12

-5.2
-4.2
0.0

0.7
-6.0
0.0

-9.3

-5.2

Provisions for
Severance Pay
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Development of Pension Provisions
m EUR

Reconciliation of reserves recognized in the balance
sheet
Present value (DBO) of the obligations covered
by fund assets
Fair value of plan assets
Recognized provisions 31/12
Expenditure for pension provisions is
structured as follows:
Service cost
Interest cost
Expected return on plan assets
Pension expense recognized in P&L
Development of provision
Recognized provision 01/01
Net expense recognized in P&L
Change in fully realized
expenditure for the period
Pension/premium payments
Plan payments
Contributions to plan assets
Net transfer contributions
Recognized provisions 31/12
Developing of actuarial
gains and losses (cumulative)
Cumulative actuarial
gain (+) / loss (-) 01/01
Actuarial gain (+) / loss (-)
Investment gains (+) / losses (-) of the financial year
Net loss / (gain) from transfers
Cumulative actuarial
gain (+) / loss (-) 31/12
Development of the present value of the obligation (DBO)
Present value (DBO) 01/01
Service costs (acquired claims)
Interest cost
Pension payments
Transfer amount due to additions
Actuarial gains / losses
Actual DBO 31/12
Development of plan assets
Fair value of plan assets 01/01
Contributions to plan assets
Plan payments
Expected return on plan assets
Actuarial gains (+) / losses (-)
Fair value of plan assets 31/12

2010

2009

140.7
-49.0
91.7

129.1
-51.0
78.0

0.7
6.3
-2.7
4.3

0.5
6.7
-2.3
4.9

78.0
4.3

75.9
4.9

16.4
-10.5
3.2
0.0
0.2
91.7

10.7
-10.4
3.2
-6.5
0.2
78.0

-8.9
-14.9
-1.5
-0.2

2.0
-15.5
4.7
-0.2

-25.5

-8.9

129.1
0.7
6.3
-10.5
0.2
14.9
140.7

116.6
0.5
6.7
-10.4
0.2
15.5
129.1

51.0
0.0
-3.2
2.7
-1.5
49.0

40.7
6.5
-3.2
2.3
4.7
51.0

Provisions for Pension
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Historical Information on Pension Obligations
2010

2009

Pension obligations (DBO) as per 31/12

140.7

129.1

Plan assets at fair value

-49.0

-51.0

Deficit (+) / surplus (-)

91.7

78.0

2010

2009

Bonds - euro

37.14

38.32

Corporate bonds - euro

25.01

24.19

9.82

4.13

14.74

8.07

Shares - Emerging Markets

3.46

1.37

Alternative investment instruments

6.84

7.53

Property

0.00

1.23

Cash

2.99

3.02

Other

0.00

12.14

Total

100.00

100.00

m EUR

Fund Assets
in %

Shares - euro
Shares - not euro

Provisions for anticipated losses from onerous contracts have been recognized in other
non-current and current provisions. Other basic items relate to measures necessary due
to official regulations for existing power plants as well as provisions in connection with

Other Non-current
Provisions

pending and anticipated litigation. The development of other non-current provisions for
the 2010 financial year is displayed in the following table:
Provisions for:

m EUR

Carrying amount 01/01/2010

Early retirement

Longservice
bonuses

Other

13.2

10.4

69.1

Addition

8.7

1.0

6.9

Accrued interest

0.6

0.5

0.3

Utilisation

0.0

0.8

6.7

Reversal

1.2

0.0

0.1

Other neutral changes

0.0

0.0

1.4

Transfer

0.0

0.0

-0.1

21.3

11.1

70.7

Carrying amount 31/12/2010
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For discussion of deferred taxes reference is made to MN (14) deferred tax assets.

(22) Deferred tax
liabilities

In the electricity sector, around 37.0 m EUR (previous year: around 35.9 m EUR) related

(23)
Contributions
to Construction
Cost s

to contributions towards construction costs for power supply provision and around 51.2 m
EUR (previous year: around 53.1 m EUR) to connection costs. The construction cost
contributions are based on the system utilization tariffs Ordinance 2006 Article 3, Section
6 and are amortised with 5 % from and accounted in revenue.
Non-current liabilities of 0.1 m EUR (previous year: 0.1 m EUR) related to trade liabilities,
with 7.6 m EUR (previous year: 0.0 m EUR) liabilities to participating companies and with
57.4 m EUR (previous year: 52.0 m EUR) other liabilities.

(24)
Non-current Liabilities

Current liabilities
Current financial liabilities were reflected in the financial year at around 18.9 m EUR (previous year: around 23.7 m EUR). The reduction can mainly be explained by the repayment of current liabilities to banks and other loan providers.
The development of other current provisions in the KELAG Group is displayed in the following table:

m EUR

Tax provisions

Other

(25)
Current
Financial Liabilities

(26)
Current Provisions

Total

Carrying amount 01/01/2010

0.0

54.9

54.9

Addition

0.2

35.0

35.2

Utilisation

0.0

22.6

22.6

Reversal

0.0

1.3

1.3

Transfer

0.0

0.1

0.1

Other neutral changes and changes in
scope of consolidation

0.0

-1.2

-1.2

Carrying amount 31/12/2010

0.2

64.9

65.1

The other neutral changes and changes in scope of consolidation are essentially provision reductions due to the non-occurrence of earn out payments for company acquisitions
from the 2009 financial year.

Current liabilities were 137.0 m EUR (previous year: 125.1 m EUR), which represents an
increase on the previous year amounting to about 11.9 m EUR.

(27)
Current Liabilities
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Trade liabilities as well as other liabilities
2010

2009

Trade liabilities to external consumers

46.1

63.6

Liabilities to subsidiaries

14.1

4.2

7.3

0.7

69.5

56.6

137.0

125.1

2010

2009

18.3

26.0

Liabilities for social security

2.2

2.2

Liabilities from advance payments received

3.1

2.1

Market value of derivatives

10.3

0.0

Other

35.6

26.3

Total other liabilities

69.5

56.6

m EUR

Liabilities to companies with participating interests
Other liabilities
Total trade liabilities as well as other liabilities

Other Liabilities
m EUR

Tax liabilities

For the measurement of derivatives, please refer to accounting policies.
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Other Disclosures

Financial Instruments and Risk Management
The KELAG Group holds, with the exception of derivative financial instruments related to
trading activities, only original financial instruments, which on the assets side include
mainly cash, securities, trade receivables, bank balances and other receivables, and on
the liabilities side bank loans, cash advances, bonds, trade liabilities and other liabilities.
The fair values result from market prices or are determined with accepted measurement
methods.
Non-current and current financial liabilities 2009
m EUR

1. Bonds
2. Bank liabilities
3. Financial liabilities to others
Total financial liabilities

Redemption payments
Carrying
values
2009

1. Bonds
2. Bank liabilities
3. Financial liabilities to others
Total financial liabilities

20112014

Interest payments

as of
2015

2010

20112014

as of
2015

247.7

0.0

247.7

0.0

11.3

47.3

0.0

38.2

12.5

22.4

3.3

1.2

1.3

0.6

1.7

0.0

0.2

1.5

0.0

0.1

0.2

287.6

12.5

270.3

4.7

12.4

48.6

0.8

Non-current and current financial liabilities 2010
m EUR

2010

Redemption payments
Carrying
values
2010

2011

20122015

Reporting on
Financial Instruments

Interest payments

as of
2016

2011

20122015

as of
2016

248.2

0.0

248.2

0.0

11.3

36.0

0.0

20.8

12.7

4.8

3.2

0.5

0.7

0.1

7.3

6.4

0.2

0.7

0.1

0.0

0.0

276.2

19.1

253.2

3.9

11.9

36.7

0.1

The fair value of the bonds issued in 2009 amounted to 261.3 m EUR on the balance
sheet date and was determined based on observable market prices (Level 1). For other
financial instruments under IFRS 7 refer to MN (16) – trade receivables well as other
receivables and assets, MN (17) – cash, and MN (27) – other liabilities. The carrying
amount recognized in the balance sheet under the items mentioned equals the market
value on the balance sheet date.
The KELAG Group operates as an international energy provider in an increasingly complex environment. In the financial markets, due to their non-cyclical business nature and
cash flow stability, energy suppliers are not as much affected by the negative impact of
the difficult economic situation. However, the KELAG Group is still confronted by liquidity,
market and credit risks within the scope of its usual business activities. The conservative
financing strategy which is focused on continuity but nonetheless adapted to the diverse
challenges of daily business life of the KELAG Group has also worked well in the year
following the capital market crisis. In the area of financial management a group framework directive and operational implementation guidelines serve as a basis for doing busi-
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ness in which stringent risk policies, responsibilities and controls are mandatory requirements.
The rating of KELAG Group was confirmed in 2010 by Standard & Poor's “A”, thus placing the company both nationally and internationally in the top position. The commitment
to achieving a sustainable, stable and robust capital structure, the adherence to the ratios
that are relevant for ratings and regular intensive communication and discussion with the
rating agency on the strategic goals of the Group are fundamental requirements to keep
this position.
The fully consolidated subsidiaries of the KELAG Group do not have any derivative financial instruments, except those resulting from trading transactions.
Fair Value Hierarchy in the Valuation of
Derivative Financial Instruments

Level 1

Level 2

Level 3

Total

k EUR

Market value of derivatives (assets)

0.0

11.7

0.0

11.7

Market value of derivatives (liabilities)

0.0

10.3

0.0

10.3

The net result from the measurement of the derivatives is around 1.3 m EUR. Because of
the recording in the respective energy sector income and expenditure accounts, this result is part of the operating profit.

Net Income from Derivative Financial Instruments as per IFRS 7

2010

k EUR

Financial assets and liabilities recognized at fair value in P&L

1.3

of w hich: held for trading purposes

1.3

The risks from the area of derivative financial instruments are essentially market and
credit risks that arise from proprietary trading and the sale of energy. In the area of market risks, adverse price developments represent the main risk for the KELAG Group. It is
counteracted by a commodity risk management system, with its limit systems derived
from the central risk management system. The same applies to the area of credit risk,
where debt losses and replacement and re-use risks are limited and controlled by strict
selection and strong monitoring of the sales and distribution partners.

Liquidity Risk
In cash flow terms the KELAG Group is well positioned in the 2010 financial year and met
all its payment obligations on time and properly. A possible liquidity risk is countered by
proactive planning of liquidity and cash flows and medium and long-term capital requirement planning. Maintaining liquidity at all times and increasing financial flexibility are on
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the one hand guaranteed by large cash reserves (116.1 m EUR as of 31/12/2010) and on
the other by a contracted cash advance credit line amounting to 150 m EUR until April
2013 with renewal option. In concretizing the overriding corporate strategy, ensuring adequate liquidity reserves and maintaining an excellent credit rating remain the primary
objectives of the KELAG Group. The liquidity risk can therefore be classified as very
moderate, as is also confirmed by the rating agency.

Credit Risk
Credit risks are attributable to not fulfilling contractually agreed services. In terms of assets (mainly receivables and other assets), the reported amounts also represent the
maximum default or credit risk. The risk of default is monitored through regular credit
rating analyses and market observations. Transactions are basically only concluded with
counterparties with a sufficient credit rating based on the external rating of an internationally recognized rating agency or according to an internal credit rating review. To the extent that default risks can be identified in financial assets, they are immediately recognized by value adjustments in keeping with the principle of prudence. In individual cases,
depending on the type and amount of the respective service, security is required.
The investment strategy of the KELAG Group allows for conservative investments in a
diversified portfolio with banks of good to prime credit ratings. In addition, risk mitigation
takes place within the context of money market investments through limit systems and
monitoring. Counterparty risk is limited, evaluated and monitored based on a uniform
approach throughout the Group.

Market Risk
Interest rate risk
The interest rate risk currently remains manageable given the structure of financial liabilities, as the KELAG Group pursues a conservative investment and financing policy. The
share of variable rate debt amounts to about 7.51 % of total debt liabilities (previous year:
approximately 13.21 %). The major part of the financing portfolio therefore has a fixed
interest rate and therefore not subject to fluctuations. The variable interest rate share is
continuously monitored and from a risk aspect limited to 40 % at company level. An interest rate increase of 1 % in the variable rate financial liabilities on the balance sheet date
would reduce financial income in the amount of around 0.21 m EUR per year. Interest
rate hedging instruments are not used. The KELAG Group is financed with an average
effective interest rate of 4.57 %. The equivalent nominal interest rate is 4.36 %.
Currency Risk
The Group Finance Framework Directive stipulates that only transactions in euros are
approved for the fully consolidated Group companies located in Austria. The KELAG
Group of consolidated companies at year-end has no financial liabilities in foreign cur-
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rency and for this reason the foreign currency risk is negligible. Because of the limited
assets in foreign currencies (approximately 2.7 % of total assets), the currency translation
risk of the corporate assets is negligible in the area of currency risks.
As on 31 December 2010, no further financial risks that could affect the business performance of the KELAG Group can be identified for the 2010 financial year.

Financial Risk
The minimizing of risk of interest rate and currency risks are managed by an adequate
internal control system for all available financial products in use. The use of derivatives
for speculative purposes is prohibited. Counterparty risk is reduced by written regulations
for the treasury. Business transactions are only concluded with counterparties (banks) if
they have at least the same credit rating as the KELAG Group.

Capital Management
The objectives of capital management are to secure the management of the company, an
adequate return on equity and a continuous dividend policy. With a net gearing of 30.4 %
on the balance sheet date, the KELAG Group shows a stable capital structure.

Risk Policy
Entrepreneurial activity means “no opportunity without risk”. It is therefore important to
define the degree of risk and hence the individual risk limits. Accordingly, KELAG operates a risk management approach that deals with the risks of their own actions as well as
the risks in the market environment. The group-wide specification of rules and minimum
standards provides a systematic and group-uniform risk management approach. The
strategic objective of the KELAG Group is to go beyond the mere mandatory meeting of
minimum legal requirements to increase risk awareness at all levels; to include risk issues
systematically in management decisions to improve the efficiency of internal control systems and reporting and thus establish a value-based risk culture on all levels of the
group.
The main focus of enterprise risk management are the five risk categories identified for
the KELAG Group - market risks, operational risks, financial risks, environmental risks
and other risks. These are recognized and controlled for each business unit level as well
as for the principal investments.
Risks can occur in the implementation of operational processes in all divisions and in all

Process Risks

shareholdings. These are minimized among others by a comprehensive internal control
system and through the support of appropriate hardware and software.
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The default of trading partners or customers holds the risk that energy already supplied is
not paid for or energy must be acquired again (replacement and settlement risk). Furthermore, there are risks posed by value changes in commodities or where legislative
intervention changes transfer prices. Risk minimization is carried out through initial creditworthiness assessment of trade partners and customers and running creditworthiness
monitoring in proportion to the volume being contracted for with and by closing and balancing affected commodity items.

Market and Credit Risks
in Energy Trading and
Sales

Additional Information
Dividend payments as well as interest income and interest payments are allocated to the
cash flow from operating activities. Dividend payments are recognized under the cash
flow from financing activities.

Explanation of the Group
Cash Flow Statement

Because of the share acquisition of KelaVENT GmbH with deadline on 31 December
2010 a payment obligation in the amount of 1.5 m EUR exists; this is due in the next few
years.

Open
Payment Obligations

KELAG has taken over a guarantee for all liabilities resulting from the service contract of
27 October 1998 between KÄRNTNER Entsorgungsvermittlungs GmbH and Kärntner
Restmüllverwertungs GmbH. Through the capital security of this guarantee with the 1996
Consumer Price Index, a contingent liability of approximately 3.9 m EUR (previous year:
around 3.8 m EUR) exists on 31 December 2010. This guarantee is valid until the end of
the service contract, in which the two parties waive their termination rights until 31 December 2023.

Contingent Liabilities

Bank guarantees have been taken over for the Slovenian subsidiary Interenergo, which
were recognized as contingent liabilities of approximately 3.4 m EUR.
Furthermore, there is a contingent liability from the obligation of KI-KELAG International
GmbH, to pay KelaVENT 0.7 m EUR as a shareholder contribution in case it needs financing, provided that KelaVENT cannot raise it itself. However, this is not likely until 31
December 2010.
On January 1, 2011, based on the second electricity regulatory period (2010 – 2013) the
new electricity system utilization tariffs regulation came into force in terms of the multiyear incentive regulation system. The electricity system utilization tariffs for customers of
KELAG Netz GmbH were lowered by an average of 0.7 % by the regulatory authorities.

Events after the
Balance Sheet Date

Also on 1 January 2011, based on the multi-year incentive regulation system for natural
gas (2008 – 2012) the new natural gas system utilization tariffs came into force, which
means a tariff increase of about 3.4 % for customers on network level 3 with a consumption of 15,000 kWh/a. The increase is primarily a result of higher upstream network costs
of level 1, the change in network levies and taking inflation and a prescribed adjustment
in network tariff billing into account.
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Business Relations with Related Parties
With the exception of the salaries listed below, business relations with related individuals
do not exist. Related individuals include the Management Board members and members
of the supervisory board of KELAG and their close relatives.
Related companies of KELAG Group include all non-consolidated, affiliated or associated
companies and the controlling companies and their affiliated companies. The KEH
(Kärntner Energieholding Beteiligungs GmbH), due to their position as majority shareholder is a related party, and thus also its owner the state of Carinthia and RWE Energy
Beteiligungsgesellschaft mbH, together with its affiliated companies. Companies that are
controlled by the state of Carinthia are also related parties. Because of its direct participation in KELAG, VERBUND AG is also a related party.
Expenses incurred for the group auditor were approximately 252 k EUR. These relate entirely to the audit of the financial statements.
With shareholdings accounted for using the equity method, the following transactions
took place:

Business Relations with
Associated Companies

Business Transactions with Related Parties
2010

2009

Revenue

4.5

3.7

Other income

0.5

0.6

Other expenses

2.3

3.3

m EUR

Revenues from electricity trading activities with shareholders and their affiliated companies amounting to about 66.8 m EUR (previous year: around 19.1 m EUR) were re-

Business Relations with
Shareholders and their
Affiliated Companies

corded. Benefits from electricity trading activities, subscription rights and network costs of
approximately 101.9 m EUR (previous year: around 91.2 m EUR) were obtained from the
shareholders and their affiliated companies. Furthermore, in the 2010 financial year,
KEH-Kaerntner Energieholding Beteiligungs GmbH was charged approximately 12.2 m
EUR in expenses from the tax levy.
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Dividends Paid

Total

Number

Per share

m EUR

of shares

EUR

During 2010 for the business year 2009
Dividends paid

25.0

8,000,000

3.13

During 2009 for the business year 2008
Dividends paid

25.0

8,000,000

3.13

In the 2010 financial year, the fixed remuneration of the KELAG Management Board
amounted to 683 k EUR (previous year: 680 k EUR), variable remuneration 293 k EUR

Information about
the Board Members

(previous year: 281 k EUR) and non-cash benefits 34 k EUR (previous year: 30 k EUR).
Former members of the KELAG Board and their surviving dependants received compensation in the amount of 875 k EUR (previous year: 860 k EUR).
To members of the second management level of KELAG (Business Unit Manager), fixed
remuneration in the amount of 1,620 k EUR (previous year: 1.568 k EUR), variable remuneration in the amount of 38 k EUR (previous year: 37 k EUR) and non-cash benefits in
the amount of 19 k EUR (previous year: 17 k EUR) were paid.
Members of the KELAG Supervisory Board received no compensation.
Information relating to internal Group matters must be eliminated and is not subject to
disclosure in the Group financial statements. Business transactions of KELAG with subsidiaries that are fully consolidated are thus not recognized.

The Management Board consisted of the following members during the reporting year:
Univ.-Prof. Dipl.-Ing. Dr. Hermann Egger
Dipl.-Ing. Harald Kogler
Dipl.-Kfm. Armin Wiersma

The Supervisory Board consisted of the following members during the reporting year:
Mag. Dr. Günther Pöschl
Chairman
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Dr. Rolf Martin Schmitz as of 28 May 2010
st

1 deputy chairman
Dipl.-Ök. Heinz-Werner Ufer up to 28 May 2010
st

1 deputy chairman
Dr. Ulrike Baumgartner-Gabitzer
Ing. Willibald Dörflinger
Dr. Thomas Glimpel
Dr. Johann Sereinig
Dkfm. Dr. Heinz Taferner
Prof. Dr. Fritz Vahrenholt
Dipl.-Ing. Jochen Ziegenfuß
Dr. Knut Zschiedrich
The following persons were delegated by the works council in accordance with Article
110 Arb VG (Austrian Labour Constitution Act):
Gerald Loidl
nd
2 deputy chairman

Gerd Altersberger
Herwig Kircher
Ing. Helmut Polsinger as of 28 May 2010
Otto Luschnig up to 28 May 2010
Johann Prentner

The consolidated financial statements in hand were prepared by the Management Board
on the date indicated. The individual financial statement, which after adjustment to inter-

Authorisation of the consolidated financial statements 2010 for publication

national Financial Reporting Standards is included in the consolidated statements, and
the consolidated financial statements of the KELAG-Kärntner ElektrizitätsAktiengesellschaft will be submitted to the Supervisory Board for review and approval on
11 March 2011. The Management Board assures to the best of its knowledge that the
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annual financial statement prepared in accordance with the relevant accounting standards represents a fair presentation of the KELAG Group's assets, financial position and
profitability.

Klagenfurt, February 7th, 2011

The Management Board:
Univ.-Prof. Dipl.-Ing. Dr. Hermann Egger e. h.
Chairman of the Management Board
Dipl.-Ing. Harald Kogler e. h.
Member of the Management Board
Dipl.-Kfm. Armin Wiersma e. h.
Member of the Management Board
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ENCLOSURES
Fixed Asset Schedule
Intangible
assets

Land
with
residential
buildings

Land
w ith
industrial
and
commercial
buildings

Undeveloped
land

Technical
plant
and
machinery

Other
fixed
assets

Acquisition / production costs
As per 01/01/2009
Additions
Change to scope of consolidation
Disposals
Transfers
As per 31/12/2009

323,170
8,992
33
46
0

4,222
160
0
0
0

123,461
7,103
815
627
2,940

4,125
135
0
0
0

1,464,800
61,803
8,334
6,539
47,576

109,161
10,990
-11
3,184
234

79,966
42,865
347
911
-50,751

1,785,736
123,056
9,485
11,261
0

332,149

4,383

133,693

4,260

1,575,975

117,190

71,516

1,907,017

Cumulative depreciation
As per 01/01/2009
Additions depreciation 2009
Change in depreciation due to scope of consolidation
Disposals depreciation 2009
Transfers
As per 31/12/2009

111,740
12,417
13
35
2

2,686
105
0
0
0

76,741
2,204
0
365
0

17
0
0
0
0

992,145
30,217
0
5,207
-11

71,060
6,245
11
2,952
9

0
4,450
0
0
0

1,142,649
43,219
11
8,524
-2

124,137

2,790

78,581

17

1,017,143

74,373

4,450

1,177,354

Net carrying value as per 31/12/2009

208,013

1,591

55,112

4,243

558,832

42,817

67,066

729,663

Acquisition / production costs
As per 01/01/2010
Additions
Change to scope of consolidation
Disposals
Transfers
Exchange rate differences (net)
As per 31/12/2010

332,149
37,704
441
2,718
12,468
0

4,383
96
0
0
0
0

133,693
4,011
-312
175
2,611
0

4,260
633
0
2
-112
0

1,575,975
43,580
-7,529
6,407
28,493
-3

117,190
7,321
-1,063
4,862
3,902
5

71,516
62,508
2,572
672
-47,361
-3

1,907,017
118,148
-6,332
12,118
-12,468
-2

380,043

4,478

139,828

4,779

1,634,109

122,491

88,559

1,994,245

Cumulative depreciation
As per 01/01/2010
Additions depreciation 2010
Change in depreciation due to scope of consolidation
Disposals depreciation 2010
Transfers
As per 31/12/2010

124,137
19,783
-5
2,702
0

2,790
1,573
0
0
0

78,581
2,647
-151
172
7

17
0
0
0
-17

1,017,143
34,496
-2,276
4,781
188

74,373
6,878
-165
4,638
-178

4,450
307
0
0
0

1,177,354
45,901
-2,593
9,592
0

141,213

4,363

80,911

0

1,044,769

76,271

4,757

1,211,070

Net carrying value as per 31/12/2010

238,830

114

58,918

4,779

589,340

46,221

83,803

783,174

k EUR

Advance
Total
payments,
Property,
investment plant and
s in equipment
constructio
n and
projects

The balance sheet item Intangible Assets also includes goodwill with a value of approx.
0.2 m EUR (previous year: approx. 3.1 m EUR). Reference is made to section (10) with
regard to further details.
In accordance with IAS 23, borrowing costs of around 1.8 m EUR were capitalized in
fixed assets for the 2010 business year; this equates to a financing cost rate of 4.5 %.
The interests in the wind generating plants under construction at the MV 1 wind farm
were adopted within the scope of a business combination in 2010. They are recognized in
property, plant and equipment per 31/12/2010 with a carrying amount of approx. 14.4 m
EUR and represent a preliminary value.
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Deconsolidated Subsidiaries in 2010

Company

Head office

indirect
share

Consolidation
method

Reason

Mürz-Kleinwasserkraftwerke GmbH

Wartberg

100%

Full consolidation

Merger

Mürz-Kleinwasserkraftwerke GmbH & Co KG

Wartberg

100%

Full consolidation

Merger

Eco-Heat Deutschland GmbH

Ingolstadt

100%

Full consolidation

Materiality

Padua

100%

Full consolidation

Materiality

WBG Italia s.r.l.
KELAG Wärme Romania s.r.l.
ECO Heat Hungaria Kft.

Bucharest

100%

Full consolidation

Materiality

Kisbér

100%

Full consolidation

Materiality

Bio - Teplo Czechia s.r.o.

Znaim

100%

Full consolidation

Materiality

KELAG Montenegro DOO

Podgorica

100%

Full consolidation

Liquidation

Wärmebetriebe Croatia d.o.o.

Zagreb

100%

Full consolidation

Materiality

Interenergo Investments B.V.

Amsterdam

100%

Full consolidation

Liquidation

Montecchio Precalcino

100%

Full consolidation

Materiality

Bio Energie Veneto s.r.l.
Wärmeversorgung Arnoldstein Errichtungs- und
Betriebsgesellschaft mbH

Arnoldstein

99%

Full consolidation

Materiality

ECO Heat Czechia s.r.o.

Znaim

90%

Full consolidation

Merger

Eco-Heat Brasov S.R.L.

Brasov

90%

Full consolidation

Sale

Amstetten

80%

Full consolidation

Materiality

Biogas Amstetten GmbH
Eko Energetika Croatia d.o.o.
Calore Naturale Tarvisio s.r.l.
Eco-Heat Kisbér Kft.

Bribir

80%

Full consolidation

Sale

Tarvisio

70%

Full consolidation

Materiality

Kisbér

60%

Full consolidation

Materiality

Kraftwerk Waben GmbH

Klagenfurt

51%

Full consolidation

Materiality

KELAG Eco Heat GmbH

Villach

51%

Full consolidation

Materiality

Bucharest

50%

At equity

Liquidation

Electrica Bio-Heat S.A.
KelaVENT GmbH

Vienna

50%

At equity

Materiality

KelaVENT Alpha SRL

Bucharest

50%

At equity

Materiality

KelaVENT Bravo SRL

Bucharest

50%

At equity

Materiality

KelaVENT Charlie SRL

Bucharest

50%

At equity

Materiality

KelaVENT Delta SRL

Bucharest

50%

At equity

Materiality

KelaVENT Echo SRL

Bucharest

50%

At equity

Materiality

KelaVENT Foxtrott SRL

Bucharest

50%

At equity

Materiality

KelaVENT Golf SRL

Bucharest

50%

At equity

Materiality

Rennweg

49%

At equity

Materiality

Rangersdorf

39%

At equity

Materiality

Kleinkraftwerk Rauchenkatsch GmbH
Kraftwerksgesellschaft Rangersdorf GmbH
Tiefer Bach Kraftwerk GmbH

Bad Kleinkirchheim

30%

At equity

Materiality

Tiefer Bach Kraftwerk GmbH & Co KG

Bad Kleinkirchheim

30%

At equity

Materiality
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V.

AUDIT OPINION

Report on Consolidated Financial Statements
We have audited the accompanying consolidated financial statements of:
KELAG - Kärntner Elektrizitäts-Aktiengesellschaft,
Klagenfurt

for the fiscal year from January 1, to December 31, 2010. These consolidated financial
statements comprise the consolidated balance sheet as at December 31, 2010, and the
consolidated income statement, the consolidated cash flow statement and the consolidated statement of changes in equity for the year ended December 31, 2010, and notes.

Management’s responsibility for the consolidated financial statements and for the
accounting system
The company's management is responsible for group accounting system and fair presentation of the consolidated financial statements in accordance with International Financial
Reporting Standards (IFRS) as adopted by the EU. This responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of consolidated financial statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility and description of type and scope of the statutory audit
Our responsibility is to express an opinion on these consolidated financial statements
based on our audit.
We conducted our audit in accordance with laws and regulations applicable in Austria
and Austrian Accounting Standards on Auditing, as well as in accordance with International Standards on Auditing (ISA) issued by the International Auditing and Assurance
Standards Board (IAASB) of the International Federation of Accountants (IFAC). Those
standards require that we comply with professional guidelines and that we plan and perform the audit to obtain reasonable assurance whether the consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence relating to the amounts
and disclosures in the consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the consolidated financial statements whether due to fraud or error. In mak-
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ing those risk assessments, the auditor considers internal control relevant to the group’s
preparation and fair presentation of the consolidated financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the group’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a reasonable basis for our audit opinion.
Audit Opinion
Our audit did not give rise to any objections. In our opinion, the consolidated financial
statements comply with legal requirements and give a true and fair view of the financial
position of the group as of December 31, 2010, and of its financial performance and its
cash flows for the fiscal year from January 1, 2010 to December 31, 2010 in accordance
with the International Financial Reporting Standards (IFRS) as adopted by the EU.
Comment on the consolidated Management Report
Pursuant to statutory provisions, the consolidated management report is to be audited as
to whether it is consistent with the consolidated financial statements and as to whether
the other disclosures are not misleading with respect to the position of the group. The
auditor’s report also has to contain a statement as to whether the consolidated management report is consistent with the consolidated financial statements.
In our opinion, the consolidated management report is consistent with the consolidated
financial statements.

Klagenfurt, February 7th, 2011
MOORE STEPHENS
ALPEN ADRIA
Wirtschaftsprüfungs GmbH

Mag. Dr. Leopold Kraßnig e.h.
Auditor

Treuarbeit Wirtschaftsprüfungs- und
Steuerberatungsgesellschaft m.b.H.

Dr. iur. Dietrich Birnbacher e.h.
Auditor

The consolidated financial statement containing our audit opinion may only be published or made available to
third parties in the version confirmed by us. The audit opinion relates exclusively to the complete consolidated
financial statement and group management report in the German language. Please note the regulations of
Article 281 Sec. 2 of the UGB (Austrian Business Enterprise Code) with regard to deviating versions.
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