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The BKS Bank Group at a glance

Income account, €m

Net interest income

Charge for impairment losses on loans and advances
Net fee and commission income

General administrative expenses

Profit for the period before tax

Consolidated net profit

Balance sheet data, €m
Assets
Receivables from customers after allowance for impairment losses on
loans and advances
Primary funds
— Of which savings deposit balances
— Of which liabilities evidenced by paper,
including subordinated debt capital
Equity

Customer funds under management
— Of which in customers’ securities accounts

Own funds within the meaning of BWG, €m
Risk-weighted assets

Own funds

Of which Tier 1 capital

Surplus own funds before operational risk
Surplus own funds after operational risk

Core capital ratio, %
Own funds ratio, %

Performance, %

Return on equity before tax

Return on equity after tax

Costiincome ratio

Risk:earnings ratio (credit risk in per cent of net interest income)

Resources
Average number of staff
Branches

BKS Bank’s shares

No. of ordinary no-par shares (ISIN AT0000624705)

No. of no-par preference shares (ISIN AT0000624739)
High: ordinary/preference share, €

Low: ordinary/preference share, €

Close: ordinary/preference share, €

Market capitalization, €m (at end of period under review)

Q12009
317
(9.3)

9.6
(21.2)

8.1

8.4

31/3/2009
6,023.6

4,251.0
3,7821
1,774.6

513.9
454.3

8,517.7
4,735.6

31/3/2009
4165.4
471.5
281.1
138.3
115.1
6.75
11.32

012009
74

7.3

49.8

29.3

012009
875
54

012009
4,380,000
300,000
110.0/92.0
105.5/89.5
105.5/89.5
488.9

012008
29.1
(4.4)
1.3

(20.9)
14.3
12.7

31/12/2008
5,975.7

4,186.1
3,945.1
1,677.5

452.0
464.7

8,739.3
4,794.2

31/12/2008
4,087.7
450.9

281.9

123.9

102.7

6.90

11.03

2008
9.7
9.2

50.1
154

2008
860
54

2008
4,380,000
300,000
113.5/101.0
110.0/92.0
110.0/92.0
509.4

012007
24.2
(6.8)
1.7

(19.5)
11.9
10.3

31/12/2007
5,752.7
3,561.6

3,781.8
1,443.7

451.8
450.5

10,057.9
6,276.1

31/12/2007
4,039.2
4051
235.9
82.0
82.0
5.84
10.03

2007
13.7
11.7
52.6
17.7

2007
803
51

2007
4,380,000
300,000
125.0/110.0
97.01/73.62
113.5/100.0
527.1



The 3 Banken Group at a glance

BKS Bank Group Oberbank Group BTV Group

Income account, €m 012009 012008 Q12009 ©O12008 Q12009 Q12008
Net interest income 31.7 291 69.5 704 30.8 323
Charges for impairment losses on loans and
advances (9.3) 4.4) (22.5) (16.2) (6.2) (6.1)
Net fee and commission income 9.6 1.3 22.1 26.2 10.8 11.5
General administrative expenses (21.2) (20.9) (50.9) (50.8) (23.5) (23.1)
Profit for the period before tax 8.1 14.3 21.0 289 1.2 13.9
Consolidated net profit 84 12.7 19.1 26.5 10.1 1.9
Balance sheet data, €m 31/3/09 31/12/08 31/3/09 31/12/08 31/3/09  31/12/08
Assets 6,023.6 5,975.7 15,555.5 15,314.0 8,360.3 8,495.6
Receivables from customers after allowance
for impairment losses on loans and advances 4,251.0 4,186.1 9,542.8 9,248.6 5,732.2 5,750.4
Primary funds 3,782.1 3,945.1 10,214.2 10,016.7 6,261.8 6,352.8
— Of which savings deposit balances 1,774.6 1,677.5 3,402.5 3,301.9 1,319.9 1,245.9
— Of which liabilities evidenced by paper,

including subordinated debt capital 513.9 452.0 1,925.0 1,897.4 1,287.6 1,289.7
Equity 454.3 464.7 907.6 894.1 561.6 553.6
Customer funds under management 8,517.7 8,739.3 16,935.5 17,039.1 10,066.9 10,258.4
— Of which in customers’ securities accounts 4,735.6 4,794.2 6,721.3 7,022.4 3,805.1 3,905.6
Own funds within the meaning of BWG,
€m 31/3/09  31/12/08 31/3/09  31/12/08 31/3/09  31/12/08
Risk-weighted assets 41654 4,087.7 10,194.5 9,970.2 5,723.8 5,613.7
Own funds 471.5 450.9 1,256.2 1,286.1 6724 670.6
— Of which Tier 1 capital 2811 281.9 823.8 824.7 429.2 429.2
Surplus own funds before operational risk 138.3 1239 436.1 4871 2145 2215
Surplus own funds after operational risk 1151 102.7 3854 436.5 194.0 201.0
Tier 1 ratio, % 6.75 6.90 8.08 8.27 7.49 7.61
Own funds ratio, % 11.32 11.03 12.32 12.90 11.74 11.93
Performance, % Q12009 2008 Q12009 2008 Q12009 2008
Return on equity before tax 74 9.7 94 12.8 8.1 9.2
Return on equity after tax 7.3 9.2 8.6 11.8 7.3 9.2
Cost:iincome ratio 49.8 50.1 53.9 524 53.7 48.9
Risk:earnings ratio 29.3 15.4 324 225 20.2 20.0
Resources Q12009 2008 Q12009 2008 Q12009 2008
Average number of staff 875 860 2,000 1,983 884 879

Branches 54 54 134 134 43 44



Group Management Report

Dear shareholder,

Dear customer,

Dear business associate of
BKS Bank,

We welcome you warmly to our first letter to our shareholders in 2009 as you join us for an online look at the
BKS Bank Group’s performance during the first quarter of 2009. As you can see from these financial statements
as at and for the three months ended 31 March 2009, the BKS Bank Group’s results in the first quarter of 2009
were also affected by the recessionary economy. While profit from operating activities was slightly up on the
same period of last year, consolidated net profit for the period was down roughly a third to €8.4 million. That
notwithstanding, consolidated net profit more than doubled compared with the previous quarter.

Since its core business remained robust, BKS Bank made continued good progress as a reliable partner to its
customers during the period under review. Both receivables from customers and primary funds grew, building
on the outstanding totals registered in 2008. We faced up to an increasingly difficult market environment with
a combination of the greatest possible flexibility, meticulous risk control and the risk-conscious management
of margins. We responded to the changing needs of the people and companies we service by focusing more
closely on our customers, offering them a range of made-to-measure products on fair terms and conditions and
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stepping up our advisory support services. Developments to date have demonstrated the effectiveness of our
business model even when times are tougher. Our consolidated assets grew by 0.8 per cent to over €6.0 billion
between the beginning of 2008 and the end of the period under review.

The economic setting in which banks are operating

The stubborn financial markets crisis has now led to distortions that could affect the entire economic environ-
ment into the year 2010. According to the latest EU Commission analyses, real GDP in the European Union as
a whole and in the eurozone is going to fall by an average of 4 per cent this year. However, if one factors in the
government support packages that have been introduced but not yet fully implemented, the eurozone economy
should bottom out towards the middle of 2009. The cut in the eurozone’s key interest rate to an all-time low of
just 1.0 per cent on 7 May and current signs of a brighter economic picture in the United States make it seem
more likely that the recession will gradually moderate. Although the US economy has, to date, been hit com-
paratively hard by the financial markets crisis, pragmatic fiscal and monetary policy action by the Federal Reserve
System should keep the fall in America’s GDP in check, limiting it to negative 2.7 per cent this year. Growth
outlooks in the emerging markets, including, above all, China, India and Eastern Europe, are also being seriously
affected by the intensification of the global financial crisis, the sharp decline of roughly 5 per cent in world trade
and the tense situation in property markets. On the other hand, rates of inflation have fallen significantly around
the world. This has mainly been the result of dropping energy prices and the general weakening of consumer
demand. At the end of March, WTI Cushing crude in the United States was trading at US$49 a barrel, or only
about US$3 a barrel more than at the beginning of the year.

As a small, export-orientated economy, Austria too was unable to escape the effects of the international under-
tow, especially as the economic downturn particularly affected Austria’s principal trading partners. This year,
WIFO anticipates severe falls in volumes, especially of exports (decline of 7.0 per cent), investment (decline of
5.1 per cent) and goods production (decline of 5.5 per cent), while personal consumer spending is only likely to
grow marginally (0.4 per cent). In addition, WIFO expects a sharp drop in the number of jobs and a marked rise in
unemployment. Nonetheless, at the end of March, the jobless rate in Austria—4.5 per cent of the working pop-
ulation—was still at the lower end of the Eurostat range, which extended from 2.8 per cent in the Netherlands
to 17.4 per cent in Spain. The eurozone average was 8.9 per cent.

The general decline in the financial markets continued until the beginning of March against the backdrop of
current economic forecasts for the United States and the eurozone, which were steadily reduced up to the time
of the G-20 summit. Yields on long-term government bonds also fell significantly. The severity of the recession
in the countries of Central and Eastern Europe and the region’s currency and liquidity problems —which were
sometimes viewed with a lack of discrimination—became increasingly evident. The Dow Jones Index (D]I)
slumped by over 27 per cent to 6,547.05 points between the beginning of the year and 9 March (31 March:
7,608.92 points). The performance of the European Euro Stoxx 50 Index was equally disappointing as it fell by
roughly 29 per cent to 1,809.98 points. In contrast, so far this year, the prices of BKS Bank’s ordinary and prefer-
ence shares have fallen just marginally, and they were trading at €105.50 and €85.99, respectively, at the end of
the period under review.

The US Treasury’s Geithner Plan for buying bad assets, concerted liquidity policy measures by the major central
banks, governments’ unchanged commitment to supporting systemic banks and the unexpectedly positive
business outlooks of a number of key financial institutions led to a recovery in the international stock mar-
kets towards the end of the first quarter. One cannot yet say whether the gradual rise in equity indices (DJI at
8,422.02 at the time of writing; Euro Stoxx 50 at 2,487.17) already marked the start of the hoped-for turnaround
in the world’s financial markets. A number of factors that are hard to gauge—including, above all, rapidly grow-
ing budget deficits, rising unemployment and stagnant consumer spending—might put the equity markets
under renewed pressure.
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As you will already have gathered from the intensive media coverage, the banking sector, too, is about to undergo
fundamental reforms. On the one hand, numerous banks, some of them prestigious, have seen the need to
radically rethink their business models—especially in the investment banking field—and/or to rescale their
activities. At the same time, bank regulators in several countries have called for the more transparent presen-
tation of banks’ risks and for higher capital charges. On the other hand, many banks need further far-reaching
restructuring to bring their costs into line with their substantially reduced profits. For instance, a stress test of
the 19 largest American banks conducted by the Securities and Exchange Commission in the United States has
exposed major capital shortfalls of about US$75 billion as well as latent credit risks, especially on credit card
operations. According to the results published in the middle of May, the giant Bank of America alone needs
roughly US$34 billion of new capital.

The BKS Bank Group’s development between 1 January and 31 March 2009

At the end of the first quarter of 2009, the BKS Bank Group’s Balance Sheet and Income Statement presented
a mixed but overall still balanced picture. On the one hand, our bank had a comfortable capital base and solid
liquidity position. In addition, to date, both net interest income and general administrative expenses have stayed
within the planned ranges. On the other, the Income Statement was affected by a perceptible fall-off in service
operations and a marked increase in impairment losses in the wake of the financial crisis and the global recession
trend.

To begin with, join us for a look at the scope of consolidation on which these Consolidated Financial Statements
are based. As outlined below, it now consists of 11 banks and other financial service providers. This total
includes the Group’s leasing companies in Austria and abroad. Because of its size, the Group’s financial state-
ments continued to be dominated by BKS Bank AG. Besides Alpenlindische Garantie Gesellschaft mbH and Drei-
Banken Versicherungs-Aktiengesellschaft, our sister banks Oberbank AG and Bank fiir Tirol und Vorarlberg AG (BTV)
are accounted for in the Consolidated Financial Statements using the equity method. Despite the fact that BKS
Bank holds stakes of less than 20 per cent in each of these banks, a syndicate agreement means that it can exert

Scope of Consolidation of BKS Bank: Banks and Other Financial Service Providers

BKS Bank AG, BKS-Leasing GmbH, BKS-Immobilienleasing BKS-leasing d.o.0., Ljubljana
Klagenfurt Klagenfurt GmbH, Klagenfurt

BKS-leasing Croatia d.o.o., BKS-Leasing a.s., Bratislava' BKS Bank d.d., Rijeka

Zagreb

Alpenlindische Garantie GmbH,  Oberbank AG, Bank fiir Tirol und Vorarlberg  Drei-Banken

Linz Linz AG, Innsbruck Versicherungs-AG, Linz

Scope of Consolidation of BKS Bank: Other Consolidated Entities

BKS Zentrale-Errichtungs- u. IEV Immobilien GmbH, Immobilien Errichtungs- u. BKS Hybrid alpha GmbH,
Vermietungs GmbH, Klagenfurt Vermietungs GmbH & Co.KG,  Klagenfurt

Klagenfurt Klagenfurt

VBG-CH Verwaltungs- und LVM Beteiligungs Gesellschaft

Beteiligungs GmbH, Klagenfurt  m.b.H., Vienna

Consolidated ~ Accounted for using the equity method

' BKS leasing a.s. and BKS Finance s r.o. make up a subgroup.
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a significant influence over them. The other consolidated entities, most of which are designated as real estate
companies, render banking-related ancillary services. As of 1 January 2009, two other companies—VBG-CH
Verwaltungs- und Beteiligungs GmbH, Klagenfurt, and LVM Beteiligungs Gesellschaft m.b.H., Vienna— were added
to the scope of consolidation.

Assets and financial position

Assets

Although the situation in the financial markets was still difficult and the economy was in recession, our bank
achieved a small increase in business volumes in its catchment areas during the first quarter of this year. Our
assets were 0.8 per cent up on the end of 2008 to €6.02 billion. As in prior periods, this growth was driven mainly
by our robust customer operations. The increase in receivables from customers—which grew by €68.2 million
to €4.35 billion—showed that BKS Bank is perceived and valued as a reliable partner even when the market is
going through a difficult phase. IFRSs require an impairment allowance to be deducted from receivables from
customers. The balance of this impairment allowance increased by just €3.3 million versus the end of 2008 to
€99.5 million.

Group parent BKS Bank AG was the supporting pillar of the risk-aware expansion of our lending operations,
and this was particularly true in the Austrian customer loan market. Having acquired numerous new, financially
sound customers, the company had a loan portfolio of €3.98 billion at the end of March. Alongside the bank’s
branches and offices in Slovenia, which acquired new business mainly in the local authorities market, our Croatian
banking subsidiary BKS Bank d.d. and our leasing subsidiaries in Austria and abroad also contributed to the gener-
ally satisfactory development of our credit operations. Most of the increase in receivables from customers was
euro-based, BKS Bank having taken very seriously appeals by OeNB and the Austrian Financial Market Authority
to stop granting new foreign-currency loans. At the end of the period under review, the foreign-currency por-
tion of the total loan portfolio came to just over 20 per cent.

The comparatively low figure for receivables from other banks, which came to just €394.4 million at the end of
March, reflected the continuing tightness of the interbank market. These receivables compared with payables to
other banks of €1.63 billion, with the European Central Bank accounting for €500 million thereof.

At the close of the first quarter, financial assets, comprising financial assets designated as at fair value through
profit or loss, available-for-sale (AfS) financial assets, held-to-maturity (HtM) items and investments in enti-
ties accounted for using the equity method, came to €1.16 billion, which was only slightly down on the end of
2008. Redemptions reduced our holdings of financial assets designated as at fair value through profit or loss by
€6.4 million to €121.1 million. The portfolio of available-for-sale (AfS) financial assets was also slightly down on
year-end, to €334.5 million, as a result of redemptions and revaluations to allow for movements in stock market
prices. In contrast, targeted investments increased held-to-maturity (HtM) financial assets by €9.8 million to
€469.9 million, with the primary focus being on making use of additional OeNB tender volumes. As presented in
Note (18) on page 27, BKS Bank’s investments in entities accounted for using the equity method came to €231.2
million at the end of March.

Equity and liabilities

Sustained customer confidence—especially in crisis situations—is key to attracting customer deposits. This
makes us all the more pleased to be able to report that we were able to keep our primary funds close to last
year’s high level, giving us a total of €3.78 billion at the end of the first quarter. Together with our subordinated
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debt capital, the inflow of primary funds sufficed to finance the bulk of loans and advances to customers. There
were, above all, strong inflows of deposits into Sparbuch passbook accounts and Sparcard saving card accounts,
which proved to be comparatively safe havens for savers against the backdrop of the financial markets crisis in
conjunction with the increase in deposit guarantee ceilings. Incoming savings deposits alone came to a net total
of €97.1 million during the first quarter. Although the associated increase in the savings deposit balance to €1.77
billion set another record, we are still giving high priority to the acquisition of further deposits. In contrast, other
payables to customers, comprising sight and time deposit balances, fell by €322.0 million to €1.49 billion during
the first three months of 2009. However, this must be seen in the context of their development at the end of the
previous year. Towards the close of 2008, institutional customers in particular entrusted large amounts of liquid
funds to us as time deposits, and these deposits were withdrawn again during the first quarter. Consequently,
in view of the gradual flattening off of market interest rates, we have pushed forward with the placement of our
own securities, giving us a total of €513.9 million in issue at the end of March 2009. During the first quarter, we
issued three securities totalling €70.0 million, and customer demand was strong. €20.0 million of the total was
eligible as supplementary capital, durably strengthening our own funds.

Let us look at our equity, which is detailed in the Statement of Changes in Equity on page 19. Having totalled
€464.7 million at the beginning of the year, it had fallen to €454.3 million by the end of March. Appropriate
adjustments were needed to allow for the mark-to-market revaluations of financial assets made necessary by the
capital markets slump and the inhomogeneity of movements in interest spreads.

Own funds

Since the beginning of 2008, BKS Bank has been calculating its own funds ratio and basis of assessment in line
with the EU Solvency Directive, which takes its bearings from Basel Il. We calculate our own funds require-
ment using the standardized approach. As the table on the next page shows, the successful placement of an
Ergdinzungskapitalanleihe (supplementary capital bond) enabled us to increase our eligible own funds by roughly
€21 million between the end of last year and the reporting date. The basis of assessment for the banking book
was marginally up on the beginning of the year to approximately €4.17 billion. This gave us an own funds ratio
of 11.32 per cent at the end of the first quarter of 2009, compared with 11.03 per cent in December. Our tier 1
ratio fell by 15 basis points to 6.75 per cent. Our surplus own funds came to €138.3 million, as against €123.9
million at the end of 2008. Even after taking account of capital charges for operational risk, we still had a solid
surplus of €115.1 million.

Although BKS Bank has always had sufficient own funds, even in the most difficult phases of the continuing
financial crisis, we are especially determined to bring our own funds ratio more closely into line with the fig-
ures that have now become benchmarks in international markets, thus ensuring that BKS Bank can maintain its
growth path on a sustainable basis. As you probably know, the 68™ Annual General Meeting held on 15 May
2007 authorized us to increase BKS Bank’s share capital by a nominal total of €10.0 million within five years
and with the consent of the Supervisory Board. This means that we can increase the bank’s “liable” funds at
a time that suits us, depending on our capital needs and the stock market climate, without previously having
to convene a special meeting of the shareholders. BKS Bank’s ordinary no-par shares are traded in the Vienna
stock exchange’s Standard Auction Market segment, where their price has already reached the triple-digit euro
range, putting BKS Bank’s ordinary and preference shares up among the market’s heavyweights. To make our
shares appear significantly lighter and, therefore, even more attractive to investors, we will be asking the AGM
on 29 May 2009 to approve a stock split as already agreed with the Supervisory Board. The planned six-for-one
stock split of both our ordinary and our preference shares is likely to take place in June 2009. It will increase
the number of ordinary shares in issue from 4,380,000 to 26,280,000 and the number of preference shares
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Own funds of BKS Bank Kreditinstitutsgruppe

€m 31/3/2009 31/12/2008 31/12/2007
(calculation in 2008 and 2009: Basel II; in 2007: Basel I)

Share capital 50.0 50.0 50.0
Hybrid capital 20.0 20.0 —
Disclosed reserves net of treasury shares and intangible assets 21141 211.9 185.9
Tier 1 capital 281.1 281.9 235.9
Tier 1 ratio 6.75% 6.90% 5.84%
Hidden reserves 5.6 5.6 5.6
Eligible supplementary capital 174.7 154.9 155.8
Balance of gains and losses taken to equity 62.5 61.3 60.7
Eligible subordinated liabilities 14.3 13.8 14.0
Supplementary own funds (Tier 2)' 2571 235.7 236.1
Deductions from Tier 1 and Tier 2 66.6 66.6 66.6
Eligible own funds 471.5 450.9 405.1
Own funds ratio 11.32% 11.03% 10.03%
Basis of assessment for the banking book 4165.4 4,087.7 4,039.2
Own funds requirement 333.2 327.0 32341
Own funds requirement for the trading book 27 33 29
— Of which arising from open currency positions 17 2.3 0.9
Own funds requirement for operational risk 232 212 —
Surplus own funds (disregarding operational risk) 138.3 123.9 82.0
Surplus own funds (taking account of operational risk) 115.1 102.7 82.0

from 300,000 to 1,800,000, giving us six times more than the original number shares in each of our two share
classes. When the stock split takes effect, the price of each of the two share types (ordinary and preference)
will be adjusted to one sixth of its price at that time. In addition, we will be asking the AGM to approve a capital
increase out of internal funds without issuing new shares. This capital increase is necessary to turn the ratio
of share capital to the number of shares into a round number, making it easier to carry out the split. In other
words, BKS Bank AG’s share capital is initially to be increased from €50.0 million to €56.16 million, giving us
share capital of €12 per share before the split and €2 per share after it.

This year, we also envisage carrying out a capital increase within the scope of our authorized capital, issuing up
to 5,000,000 ordinary no-par bearer shares. This should give BKS Bank a nominal total of €10.0 million of fresh
capital.

Performance

Take a look with us at the Income Statement. As we have already said, despite a substantial increase in profit
compared with the previous quarter, our profit for the period was roughly one third down on the first quarter
of 2008 to €8.4 million. Even so, in the light of the persistently difficult situation in the financial markets and the
EU-wide recession, we can still be pleased with BKS Bank’s results.

" Pursuant to § 23 BWG, supplementary own funds can only be recognized up to the amount of tier 1 capital.



10

Group Management Report

The various elements of the Income Statement paint a mixed picture. Whereas net interest income before
impairment losses on loans and advances grew by 9.0 per cent on the first quarter of the previous year to €31.7
million, the worsening recessionary trend took its toll on us, compelling us to increase our charge for impairment
losses on loans and advances to €9.3 million. In the first quarter of 2008, it had been €4.4 million. Nonetheless,
net interest income after impairment losses on loans and advances proved to be the most important pillar of
profit throughout the Group, at €22.5 million, with every subsidiary in Austria and abroad helping strengthen it.

We had already been feeling considerable pressure on our fee and commission earnings in prior peri-
ods. Unfortunately, it was undiminished in the first quarter of this year, resulting in a fall in net fee and commis-
sion income. Uncertainty among our customers has to date been profound. This has, above all, been reflected
by our net fee and commission income from securities operations, which was more than one third down on the
same period of the previous year to €2.3 million. The trend has also been mirrored by balances in securities
accounts, which remained unchanged at the same comparatively low level as at the end of 2008, at roughly €4.74
billion. Credit commission developed more satisfactorily to total €2.1 million, building on pleasing growth in
2008. Revaluations of our holdings of foreign currency reduced our earnings from foreign payment services by
€0.3 million to €0.9 million.

The smouldering financial crisis and volatile interest rate markets also affected our financial assets. This neces-
sitated an increase in the charge for impairment losses to €4.0 million, as against €2.2 million in the first quarter
of 2008. It was due to opposing trends in the yields on Austrian government bonds and interest rate swaps held
to hedge securities using the fair value option. They caused a valuation gap of €2.3 million that required recogni-
tion in the Income Statement.

General administrative expenses were just 1.4 per cent up on the first quarter of 2008 to €21.2 million. Because
of their sizeable impact on profit, we focused particularly closely on our staff costs, which were 1.6 per cent up
on the same quarter of 2008 to €14.2 million. Our determined reduction of vacation time and flexitime cred-
its and restrictive overtime policies should help generate further savings. The 2009 pay rise under collective
agreements took effect on 1 March and came to 3.2 per cent. Group-wide, the number of people working for
BKS Bank during the quarter under review averaged 875, compared with 851 in the first quarter of 2008. Other
administrative costs were just 1.5 per cent higher than in the same quarter of last year, totalling €5.6 million,
with outlay on marketing and discretionary entertainment costs and expenses falling significantly while office
expenses and overheads increased slightly. Furthermore, we instructed everybody with overall responsibility for
individual cost categories not, under any circumstances, to use all of their budgets for 2009 and asked them to
identify where savings might be made. In addition, delayed start-ups and non-investment—some of which was
deliberate —reduced depreciation and amortization slightly on the same period of 2008 to €1.5 million.

Components of the Income Statement

30 30 30

25 012007 25 247 012008 25 99% 012009

20 174 20 20

15 1.7 15 113 12.7 15

: 10.3 .

10 10 10 = -
1 | e s -
0 0 0

5 5 (22) -5 (4.0)

10 (6:2) 10 (7.0) 10 7.1)
-15 (13.4) 15 (13.9) -15 (14.2)
€m = Net interest income after impairment Staff costs
losses on loans and advances Other administrative costs,
Net fee and commission income incl. depreciation

Net income from financial assets m Consolidated net profit
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Ratios
Ratios are usually expressed in relation to profit
Per cent O L) 2502 L for the period or changes in equity. In turn, these
Costiincome ratio 49.8 50.1 526 numbers depend greatly on valuation stan-
ROE (before tax) 74 2.7 137 dards. The resulting ratios calculated on the
ROE (after tax) 7.3 9.2 1.7 basis of our quarterly numbers again confirmed
ROA (after tax) 0.5 0.7 0.9 that our bank’s business environment has contin-
Risk:earnings ratio 293 15.4 17.7 ued to deteriorate since the beginning of the

year but that the BKS Bank Group’s operations
went on developing very satisfactorily. There was another improvement in our cost:income ratio to just 49.8
per cent, reconfirming the unbroken uptrend in our operations. However, our return on equity before tax failed
to live up to our expectations, coming to 7.4 per cent, and our return on assets after tax was also less good than
in prior periods, coming to 0.5 per cent. The risk:earnings ratio expresses the portion of net interest income
needed to cover credit risks. It was off-target, at 29.3 per cent, the burden on net interest income caused by
the charge for impairment losses on loans and advances as a result of our consistent, farsighted impairment
policies being correspondingly high in the first quarter.

Segment Report

This Segment Report presents the results recorded in the various operational business segments defined
within the BKS Bank Group. It was prepared on the basis of the internal information provided to manage-
ment. Segmentation reflects the variety of our products and services and our three historically evolved target
groups and areas of operation, these being Corporate and Business Banking customers, Retail Banking customers
and Financial Markets. We measure the success of each segment on the basis of its profit from operating activi-
ties before tax, return on equity and CIR (cost:income ratio). The same segmental subdivisions are also used
for the purposes of internal Group control. The return on equity expresses the relationship between profit
for the period and the average equity employed in a segment. Average equity employed is calculated accord-
ing to Basel Il. General administrative expenses are charged to the individual segments on a cost-by-cause
basis. These internal charges are made at actual cost. The cost:income ratio gauges a segment’s cost efficiency
by measuring general administrative expenses as a percentage of profit before impairment losses.

Corporate and Business Banking

The Corporate and Business Banking segment encompasses the income and expenses that arise from the cor-
porate and business banking activities of BKS Bank AG, BKS Bank d.d. in Croatia and our leasing subsidiaries in
Austria and abroad. Despite a substantial increase in the charge for impairment losses on loans and advances,
the corporate and business banking segment was able to continue the uptrend of prior periods during the
quarter under review. Although it grew at a slightly reduced pace, this was the segment that contributed
most to consolidated profit, namely €7.2 million. Its good performance was mainly attributable to a strong
increase of about two fifths in net interest income, which came to €17.9 million. The loan portfolio grew by
1.6 per cent to roughly €3.47 billion, while the corporate and business banking customer base grew to about
14,500. Nonetheless, the advance in net interest income did not suffice to make up for all of the increase in
the charge for impairment losses on loans and advances, which rose to €8.5 million. As a result, this segment’s
risk:earnings ratio went up to 47.5 per cent, having been 31.5 per cent in the three months ended 31 March
2008. On the other hand, costs were stable compared with the first quarter of the previous year. The general
administrative expenses charged to this segment increased marginally, to €7.9 million. lts costiincome ratio
thus fell to 33.4 per cent, compared with 39.6 per cent in the same quarter of 2008. Equity attributed to this
segment increased by 12.7 per cent to €235.8 million, giving a return on equity of 12.2 per cent.
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Retail Banking

The Retail Banking segment underperformed during the first quarter. This segment encompasses the income
and expenses that arise from the retail banking activities of BKS Bank AG, BKS Bank d.d., BKS-Leasing GmbH and
our leasing subsidiaries abroad. While strict cost discipline enabled us to limit general administrative expenses
to €11.5 million, as against €11.6 million in the first quarter of 2008, earnings were still unsatisfactory. Although
net interest income grew by 13.6 per cent to €8.8 million, net fee and commission income weakened to €4.3
million. Whereas fee and commission income from classical on-balance-sheet lending and deposits operations
was satisfactory, the slump reduced fees and commission from securities operations compared with prior peri-
ods. This was because our retail banking customers acted with considerable restraint when it came to securities
trading in the present market environment. Both the return on equity and the risk:earnings ratio in this segment
continued to weaken, coming to 9.1 per cent. The retail banking segment had a cost:income ratio of 87.3 per
cent, which was slightly lower and therefore a little better than in the three months ended 31 March 2008.

We believe that the segment’s still relatively modest profit for the period of €0.9 million already marks the low
point of the retail banking cycle. To get this important segment back on track, we will be further intensifying our
sales efforts in order to permanently reinforce our position as a reliable partner to our customers even when
times are tough.

Financial Markets

The Financial Markets segment encompasses profits from BKS Bank AG’s proprietary trading activities and
our earnings from equity investments, financial instruments and maturity transformation (so-called structural
income). This segment’s profit for the period before tax weakened from €5.8 million in the three months up
to the end of March 2008 to €0.2 million in the quarter under review. Against the backdrop of a sharp fall in
reference interest rates in the credit market, the pressure on structural income proved particularly severe. This
was because BKS Bank already brought its credit interest rates into line with the downtrend at the beginning of
2009 even though the corresponding rates paid on savings deposit balances were only cut at the end of January
in accordance with the regulations that apply to consumer savings. Moreover, all the impairment losses on
financial assets requiring recognition in the quarter under review, totalling €4.0 million, were charged to this seg-
ment. The result was a drop in the segment’s return on equity before tax from 13.4 per cent in the first quarter
of 2008 to 0.4 per cent in the period under review. As general administrative expenses were virtually unchanged,
at €1.6 million, this segment’s cost:income ratio worsened from 16.5 to 27.3 per cent.

Profit for the period before tax, by segment

Corporate and Retail Banking Financial Markets
10 Business Banking 10 10
8 74 7.2 8 8
6 6 6 53 —
4 37 4 4
2.2
2 2 . 1.2 0.9 2
0.2
0 0 H = 0 22
em O o1 o1 em Q1 o1 o1 em  Of o1 o1
2007 2008 2009 2007 2008 2009 2007 2008 2009
0107 0108 0109 0107 0108 0109 0107 0108 0109
ROE 7.7% 14.2% 12.2% 16.6% 10.7% 9.1% 13.4% 13.4% 0.4%
CIR 42.3% 39.6% 33.4% 79.2% 88.1% 87.3% 21.7% 16.5% 27.3%

A detailed segment breakdown is presented in the Notes to the Consolidated Financial Statements from page 29.
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Risk Report

The financial markets crisis is making it clear how important it is for us to limit and manage banking risks profes-
sionally if we are to ensure our bank’s business success. The deliberate assumption of calculable risks is one of the
foundations of sustainable profit development. On the other hand, the security of the funds entrusted to the bank
and the preservation of its own funds are top priorities. BKS Bank’s core risk strategy principle is only to accept
risks that it is able to bear without outside help.

In accordance with regulatory recommendations, a Management Board member who is not involved in front-office
operations has central responsibility for risk management at BKS Bank. This Management Board member lays down
risk policy, approves risk management principles and specifies limits for all the relevant risks as well as procedures
for monitoring banking risks. One of the core focuses of our risk strategy is to employ our own funds efficiently
from a risk and return point of view. The large loan risks incurred by BKS Bank and the 3 Banken Group are secured
by Alpenlindische Garantie-Gesellschaft mbH, which is a consolidated member of the BKS Bank Group. We must
stress that our bank did not have to draw on the reserves of this 3 Banken subsidiary in 2008 and has not had to do
so to date this year. BKS Bank'’s risk monitoring and risk management processes differentiate between credit risk
(whichincludes equity investment risk), market risk, liquidity riskand operational risk. Duringthe risk bearing capac-
ity analysis process, risks are aggregated at an overall bank level and then compared with the available risk cushion.

Credit risk

We define credit risk as the risk of partial or total non-payment of contractually agreed payments on loans. This
risk may be the result of a counterparty’s poor credit standing or arise indirectly from country risk as a conse-
quence of a counterparty’s domicile. The quality of our active risk management procedures is mirrored by our
management of the loan portfolio, which has always been strict. It was on the basis of our strict management
principles that we made advance provisions for the recessionary economic environment as the financial crisis
worsened during the quarter under review. We recognized impairment losses on loans of advances of €9.3 mil-
lion, compared with €4.4 million in the same period of last year.

We mainly measure the success of our consistent and

Impairment losses on loans and advances
prudent management of credit risks in terms of our

€m 31/3/2009 ~ 31/3/2008 con ' e thic ratio of credit risk
Direct write-offs 31 02 ris .?armngs ‘ratlo. Group-wide, this ratio of credit risk to
- net interest income rose from 15.4 per cent at the end
Impairment allowances 7.3 5.5 . .
of 2008 to 29.3 per cent at the reporting date. The retail
Impairment reversals (1.0 (1.2) . . . .
Sub . - o o banking segment delivered a suitably low ratio of 9.1 per
SR 01) ©1) cent. We were able to limit the risk:earnings ratio in the
Charge for impairment losses 9.3 4.4

corporate and business banking segment to 47.5 per
cent—compared with 31.5 per cent in 2008 —as the
sizeable rise in net interest income counteracted the negative trend. Despite the difficult market situation, the
exceptionally good structural distribution of our exposures measured on the basis of our internal rating system
has not, to date, significantly worsened. We are therefore pleased to be able to report that roughly 93 per cent
of our lending in the corporate and business banking and retail banking segments lies in the “non-default” zone
between AA and C1. We are continuously refining this rating system applying best practice principles.

Our risk mitigation project initiated back in the fourth quarter of 2008 actively addresses the precarious course
of events as we comb through the entire loan portfolio to detect possible threats. There is a particular focus on
collateralization.
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Market risk
Market risk is the risk of losses caused by fluctuations in market prices (in particular as a result of changes in inter-
est rates, equity prices, commodity prices and foreign exchange rates) and in the prices of goods and derivatives.

Within market risk, BKS Bank differentiates between interest rate risk, currency risk and equity price risk. These
risks are managed using value-at-risk (VaR) and volume limits. VaR expresses the maximum loss that, with a
specific probability and within a specific time horizon, will be incurred on, for instance, a financial asset. Each
month, the various present value, duration and VaR reports are examined by Asset Liability Management (the
ALM Committee). At the end of the first quarter of 2009, the ratio of BKS Bank AG's interest rate risk to its eli-
gible own funds assuming a rate shift of 200 basis points, as reported in the interest rate risk statistics prepared
for OeNB, came to 7.7 per cent (31/12/2008: 9.5 per cent), keeping BKS Bank’s ratio well below the 20 per cent
mark. The sometimes extreme distortions in the financial markets affected our figures for equity price risk,
which is expressed in terms of VaR. Having been €8.1 million at the end of 2008, our VaR at the end of the quar-
ter under review was €8.5 million.

Liquidity risk

Our bank’s liquidity management activities have made an essential contribution to ensuring our liquidity and
solid financial structure in a market environment shaken by the financial markets crisis. Throughout the quarter
under review, BKS Bank satisfied the minimum liquidity standards laid down in § 25 BWG. Despite often persis-
tent market turbulence, we believe that the steady inflow of customer deposits will continue to protect our own
liquidity position from harm. This year to date, we have kept our surplus liquidity within the meaning of § 25
BWG at an average of roughly €133 million, and at the end of March, it came to €175 million. These figures were
closely linked to reductions in our receivables from and payables to other banks. Another important benchmark
is the loan-to-deposit ratio (ratio of customer receivables to primary deposits), which came to 110.3 per cent at
the end of March. We began an extensive liquidity management project at the beginning of the year to further
extend the bank’s liquidity management system.

Operational risk

BKS groups together the risks of losses arising primarily within the scope of the bank’s operating activities as a
result of inadequate or failed internal processes, people and systems or from external events under the heading
operational risk.

The management of operational risk is the responsibility of the relevant operational departments, designated
internally as risk-taking units. In the first quarter of 2009, they reported operational risk losses of approximately
€119 thousand distributed across 34 individual cases within the Group. The most frequent risk events were pro-
cessing errors, and the biggest single error in this risk category cost us €4 thousand. Consequently, operational
risk remained virtually immaterial in the first quarter of 2009.

Outlook for the year as a whole

Although we have recently been seeing sporadic signs that the business climate in a number of key markets
has already stabilized at a low level, a sweeping recovery of the world economy is not yet in sight. As a result,
the economies of the developed nations are likely to continue to shrink until at least the middle of 2009. We
can then expect the economic outlook to brighten a little in the second half, among other things thanks to the
extensive economic programmes that are in place around the world.
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We therefore view the next few quarters with a degree of reserve but not pessimism. Even in a weakened
economy, BKS Bank’s business policy targets remain focused on local customer proximity, sustainable growth
and efficiency. A new branch in Perchtoldsdorf was added to our Viennese branch network at the beginning
of May, and having opened a branch in Celje, we now have three outlets in Slovenia. Moreover, we are making
brisk progress with the various stages of our project to launch securities operations in Slovenia before the year
is out. In Croatia, our banking subsidiary BKS Bank d.d. will begin significantly extending its retail banking opera-
tions in the autumn, and we are working hard on a programme to increase the efficiency of our credit back office.

Even if economic activity continues to decelerate in the months to come, we still see numerous opportunities in
the market, especially in the corporate sector, and the much-publicized credit squeeze has yet to be an issue at
BKS Bank. Interest rate operations will remain a key pillar of profit growth in the next few quarters. As a lasting
recovery in the securities market is not yet foreseeable, fee and commission income will remain weak. Despite
continuing distortions in the financial markets, we do not anticipate any further significant damage to our own
liquidity position because, among other things, our deposit operations are still very stable. We have been able to
demonstrate our strong funding base during the year to date and have reduced our dependence on the interbank
market, which is sometimes behaving irrationally. Above all, we have carried out a number of attractive issuances
in the capital markets.

Since it is hard to gauge credit risks, it is extremely difficult to make any profit forecasts for this year. As things
stand at the moment, we expect to make roughly the same profit in the second quarter as in the period under
review.

The 3 Banken Group

Finally, we draw your attention to the 3 Banken Group’s numbers. As the overview on page 3 shows, the accu-
mulated assets of the three listed sister banks in this group— Oberbank, Bank fiir Tirol und Vorarlberg and BKS
Bank— came to just under €30 billion at the end of the first quarter. Together, these three regional banks boast
the capacities of a major bank. They employed an average of 3,759 people during the period under review. The
3 Banken Group’s close-meshed sales network, which now extends to large parts of Central and Southeastern
Europe, currently consists of 231 branches in Austria and abroad.

We would be delighted to welcome you in person to the 70" Annual General Meeting of BKS Bank AG on
29 May and remain,

Yours faithfully,

@Wm Soelin.

Heimo Penker (CEO) Herta Stockbauer
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Income Statement of the BKS Bank Group for the
First Quarter of 2009 (Statement of Comprehensive Income)

€k Note 1/1/-31/3/2009 1/1-31/3/2008 +(-) Change, %
Interest income 68,695 78,826 (12.9)
Interest expenses (41,335) (53,675) (23.0)
Net income from investments in entities accounted for using
the equity method 4,380 3,960 10.6
Net interest income ) 31,740 29,111 9.0
Charge for impairment losses on loans and advances (2) (9,288) (4,364) 112.8
Net interest income after impairment losses on loans
and advances 22,452 24,747 (9.3)
Fee and commission income 10,418 12,187 (14.6)
Fee and commission expenses (769) (894) (14.0)
Net fee and commission income (3) 9,649 11,293 (14.6)
Net trading income 4 362 554 (34.7)
General administrative expenses (5) (21,204) (20,905) 14
Other operating income net of other operating expenses (6) 836 766 9.1
Net income from financial assets (FV) (7) (3,471) (1,399) 148.1
Net income from financial assets (AfS) (8) (536) (800) (33.0)
Profit for the period before tax 8,088 14,256 (43.3)
Income tax expense 9) 277 (1,554) (117.8)
Profit for the period 8,365 12,702 (34.1)
Minority interests in profit for the period 0 0 0
Consolidated net profit 8,365 12,702 (34.1)
Profit for the period 8,365 12,702 (34.1)
Gains and losses not recognized in profit or loss
— exchange differences (870) 277 >100
— available-for-sale reserve (5,296) (8,604) 384
— arising from investments in entities accounted for using

the equity method (2,927) (2,904) (0.8)
— deferred taxes on items taken directly to equity 763 1,918 (60.2)
Total 35 3,389 (99.0)

2009 2008 2008 2008 2008
€k 01 04 03 02 01

Interest income 68,695 92486 88,542 81,815 78,826

Interest expenses (41,335) (58,006) (59,821) (54,268) (53,675)
Net income from investments in entities accounted for using the equity

method 4380 3,606 3,410 3,332 3,960

Net interest income 31,740 38,086 32,431 30,879 29,111

Charge for impairment losses on loans and advances (9,288) (2,360) (5,936) (7,336) (4,364)
Net interest income after impairment losses on loans and

advances 22,452 35,726 26,195 23,543 24,747

Net fee and commission income 9,649 9,877 9,986 9,651 11,293

Net trading income 362 378 (360) 836 554

General administrative expenses (21,204) (24,112) (21,904) (20,942) (20,905)
Other operating income net of other operating expenses 836 1,112 250 802 766

Net income from financial assets (FV) (3,471) (4879) (1,424) 2,639 (1,399)
Net income from financial assets (AfS) (536) (15,250) (1,229) (710)  (800)
Profit for the period before tax 8,088 2,852 11,514 15,819 14,256

Income tax expense 277 720 8 (1,700) (1,554)
Profit for the period 8,365 3,572 11,522 14,119 12,702

Minority interests in profit for the period 0 ) 0 0 0

Consolidated net profit 8,365 3,571 11,522 14,19 12,702
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Balance Sheet of the BKS Bank Group as at 31 March 2009
(Statement of Financial Position)

€k Note 31/3/2009 31/12/2008  +(-) Change, %
Cash and balances with the central bank (10) 60,399 69,235 (12.8)
Receivables from other banks (1) 394,413 406,073 (2.9)
Receivables from customers (12) 4,350,523 4,282,276 1.6
— Impairment allowance balance (13) (99,535) (96,178) 34
Trading assets (14) 7,313 7,310 0
Financial assets designated as at fair value through profit or loss (15) 121,067 127,462 (5.0)
Available-for-sale financial assets (16) 334,463 344,021 (2.8)
Held-to-maturity financial assets (17) 469,917 460,115 2.1
Investments in entities accounted for using the equity method (18) 231,222 231,907 (0.3)
Intangible assets (19) 14,586 14,730 (1.0)
Property and equipment (20) 71,337 73,143 (2.6)
Investment property (21) 17,203 17,589 (2.2)
Deferred tax assets (22) 16,522 14,311 15.4
Other assets (23) 34,152 23,701 441
Total assets 6,023,582 5,975,695 0.8
€k Note 31/3/2009 31/12/2008  +(-) Change, %
Payables to other banks (24) 1,625,941 1,415,975 14.8
Payables to customers (25) 3,268,169 3,493,121 (6.4)
Liabilities evidenced by paper (26) 253,152 211,683 19.6
Trading liabilities (27) 1,460 1,658 (11.8)
Provisions (28) 81,986 82,738 (0.9)
Deferred tax liabilities (29) 7,641 7,407 3.2
Other liabilities (30) 70,190 58,141 20.7
Subordinated debt capital (31) 260,746 240,301 8.5
Equity 454,297 464,671 (2.2)
Equity after minorities 454,286 464,660 (2.2)
Minority interests in equity 11 1 0
Total equity and liabilities 6,023,582 5,975,695 0.8
31/3/2009 31/3/2008
Average number of shares in issue 4,658,875 4,557,858
Earnings per share, € (diluted and undiluted) 718 11.16

Earnings per share compares consolidated net profit with the average number of no-par shares (Stiickaktien) in issue based on
a full year projection. In the period under review, earnings per share and diluted earnings per share were the same because no
financial instruments with a dilution effect on the shares were outstanding.



Statement of Changes in Equity for the Period

€k

At 1 January 2009

Planned distribution

Taken to retained earnings

Profit for the year

Gains and losses taken directly to equity
Capital increase

Other changes

— arising from use of the equity method

— arising from changes in treasury shares
At 31 March 2009

€k

At 1 January 2008
Planned distribution

Taken to retained earnings

Profit for the year

Gains and losses taken directly to equity
Capital increase

Other changes

— arising from use of the equity method

— arising from changes in treasury shares
At 31 March 2008

Subscribed Capital
Capital Reserves
50,000 40,736

50,000 40,736

Subscribed Capital
Capital Reserves
50,000 40,736

50,000 40,736

Retained
Earnings
332,009

34,895
(8,330)

(3,389)
(3,292)

(388)
355,185

Retained
Earnings
309,011

43,742
(9,313)
(1,994)
(1,769)

(222)
341,446

Profit for the
Year

41,915
(7,020)
(34,895)
8,365

8,365

Profit for the
Year

50,762
(7,020)

(43,742)
12,702

12,702
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Equity

464,660
(7,020)
0
8,365
(8,330)
0
(3,389)

454,286

Equity

450,509
(7,020)
0
12,702
(9,313)
0
(1,994)

444,884

The 68" AGM on 15 May 2007 voted to authorize capital of €10.0 million (nominal), which corresponds to 936,000 shares.

Cash Flow Statement (Statement of Cash Flows)

Cash and cash equivalents at end of previous period

Net cash from (used in) operating activities
Net cash from (used in) investing activities

Net cash from financing activities

Cash and cash equivalents at end of period

€k 1/1-31/3/2009 1/1-31/3/2008

69,235
(15,829)
(13,064)
20,057
60,399

Cash and cash equivalents are recognized in the line item Cash and balances with the central bank.

80,882
14,793
(5,429)

7,704

97,890
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Notes to the Consolidated Financial Statements of BKS Bank

Principal accounting policies

I. General information

The Interim Financial Statements of the BKS Bank Group as at and for the three months ended 31 March 2009 were prepared
in accordance with the provisions of the IFRS standards (IFRSs) published by the IASB (International Accounting Standards
Board) applicable as at the reporting date and as adopted by the EU pursuant to IAS 34. Account was also taken of the relevant
interpretations by the International Financial Reporting Interpretations Committee (IFRIC/SIC).

Il. Recognition and measurement

Scope of consolidation

Consolidated:

— BKS Bank AG, Klagenfurt

— BKS Bank d.d., Rijeka

— BKS-Leasing Gesellschaft m.b.H., Klagenfurt

— BKS-Immobilienleasing Gesellschaft m.b.H., Klagenfurt

— BKS-leasing d.o.0., Ljubljana

— BKS-leasing Croatia d.o.0., Zagreb

— BKS-Leasing a.s., Bratislava'

— IEV Immobilien GmbH, Klagenfurt

— Immobilien Errichtungs- u. Vermietungsgesellschaft m.b.H. & Co. KG, Klagenfurt

— BKS Zentrale-Errichtungs- u. Vermietungsgesellschaft m.b.H., Klagenfurt

— BKS Hybrid alpha GmbH, Klagenfurt

— VBG-CH Verwaltungs- und Beteiligungs GmbH, Klagenfurt (first consolidated as of 1 January 2009)2
— LVM Beteiligungs Gesellschaft m.b.H., Vienna (first consolidated as of 1 January 2009)?

Accounted for using the equity method:

— Oberbank AG, Linz

— Bank fiir Tirol und Vorarlberg AG, Innsbruck

— Alpenldndische Garantie-Gesellschaft m.b.H., Linz
— Drei-Banken Versicherungs-Aktiengesellschaft, Linz

! BKS-Leasing a.s. makes up a subgroup together with BKS-Finance s.r.o.

2 BKS Bank AG holds 100 per cent of the shares in VBG-CH Verwaltungs- und Beteiligungs GmbH, which, in turn, holds 100 per
cent of the shares in LVM Beteiligungs Gesellschaft m.b.H. Its assets arise from the granting of funds to foreign subsidiaries in
the Group. Both VBG-CH Verwaltungs und Beteiligungs GmbH and LVM Beteiligungs Gesellschaft m.b.H. were included in the
Consolidated Financial Statements for the first time as of 1 January 20009.

Consolidation policies

All material subsidiaries directly or indirectly under the control of BKS Bank were included in the Consolidated Financial State-
ments. During the elimination of investments in and equity of subsidiaries on consolidation, an entity’s cost was compared with
(the Group’s interest in) the entity’s remeasured equity. Materiality was judged applying common, Group-wide criteria. The
principal criteria of materiality were the assets, earnings and size of workforce of the entity concerned. These Consolidated
Financial Statements are thus based on the separate financial statements of all the consolidated entities, which were prepared
applying common, Group-wide policies. Investments in material associates were accounted for using the equity method. All
other equity investments were classified as Available-for-sale financial assets and, if their fair value could not be reliably measured,
recognized at cost.



Foreign currency translation

These Interim Financial Statements were prepared in euros. Assets and liabilities denominated in foreign currencies were gen-
erally translated at the market exchange rates ruling at the reporting date. Financial statements of subsidiaries that were not
prepared in euros were translated using the modified closing rate method, assets and liabilities being translated using the closing
rates ruling at the reporting date and expenses and income being translated applying average rates of exchange. Exchange dif-
ferences were recognized as a separate component of equity.

Impairment allowance balance

Account was taken of the risks identifiable at the time of the Balance Sheet’s preparation by recognizing item-by-item charges for
impairment losses and creating provisions. The total impairment allowance balance is disclosed as a deduction on the assets side
ofthe Balance Sheet. We recognized charges forindividual risk positions on an item-by-item basis applying classification-specific
criteria. Provisions for contingent liabilities were recognized on the equity and liabilities side of the Balance Sheet in the line item
Provisions. In addition, a collective assessment of impairment of the portfolio was also carried out in accordance with IAS 39.64.

Trading assets and liabilities

Primary financial instruments were recorded in the line item Trading assets and measured at fair value. Derivative financial
instruments were measured at fair value. Financial instruments with a negative fair value were recorded on the Balance Sheet
in the line item Trading liabilities. Revaluation gains and losses on such instruments were recognized in the Income Statement
in the line item Net trading income. Interest expenses incurred in the funding of trading assets were recognized in the line item
Net interest income.

Derivatives
Derivative financial instruments were measured at fair value. Changes in value were generally recognized in profit or loss.

Receivables
Receivables were recorded on the Balance Sheet at amortized cost before impairment allowances.

Property, equipment, intangible assets (non-current) and investment property

Property, equipment, intangible assets (non-current) and investment property were recognized at cost of acquisition or conver-
sion less ordinary depreciation or amortization. Annual depreciation and amortization lay within the following bands:
—immovable assets: 1.5 to 3.0 per cent;

— office furniture and equipment: 10 to 25 per cent;

— software: 25 per cent.

Impairments were allowed for by recognizing extraordinary depreciation or amortization. If an impairment no longer existed,
a write-back was made up to the asset’s amortized cost. No extraordinary depreciation or amortization was recognized in the
year under review.

Leasing

The leased assets within the Group required recognition as assets leased under finance leases (the risks and rewards incident
to ownership of an asset remaining with the lessee for the purposes of IAS 17). Leased assets were recognized as receivables in
the amount of the net present values of the agreed payments taking into account any residual values.

Financial assets designated as at fair value through profit or loss

The measurement of certain positions took place under the collective designation at fair value through profit or loss (FV) using
the fair value option. They were thus measured at fair value through profit or loss and revaluation gains and losses were
recorded in the Income Statement in the line item Net income from financial assets designated as at fair value through profit or loss.
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Available-for-sale financial assets

Available-for-sale (AfS) securities are a separate category of financial instrument. They were generally measured applying
stock exchange prices. If these were not available, values of interest rate products were estimated using present value tech-
niques. Revaluation gains and losses were recognized in the AfS reserve and not through profit or loss. If such securities
were sold, the corresponding part of the AfS reserve was released through profit or loss. In the event of impairment (e.g. a
debtor in severe financial difficulties or a measurable diminution of the expected cash flows), a charge for the impairment
was recorded in the Income Statement. If the reason for a charge no longer existed, a write-back was made. In the case of
equity capital instruments, it was made to equity through the AfS reserve. In the case of debt instruments, it was made to
income. Investments in entities that were neither consolidated nor accounted for using the equity method were deemed to
be part of the AfS portfolio.

Held-to-maturity financial assets
These encompass financial instruments that are to be held to maturity (HtM). Premiums and discounts are spread over their
term using the effective interest rate method. Impairment losses were recognized in the Income Statement.

Investment property

This line item encompasses property designated for letting to third parties. It was measured at amortized cost (cost method). The
fair value of investment properties is disclosed in the Notes. It was, for the most part, based on estimates (external expert
opinions).

Other assets
The line item Other assets contains receivables not arising directly from banking business.

Payables
Payables were recognized at the amounts payable.

Deferred tax

The reporting and calculation of income tax expense took place in accordance with IAS 12. The calculation for each taxed entity
was carried out applying the tax rates that, according to current legislation, were expected to be applied in the tax period in
which a temporary difference was going to reverse. Deferred taxes were computed on the basis of differences between the
measured values of assets or liabilities and the relevant tax base. These were expected to cause tax burdens or reduce tax
burdens in the future.

Equity
Equity consists of paid-in and earned capital (retained earnings, gains and losses taken to equity in accordance with IAS 39 and
profit for the year).

Provisions
Provisions were created if there was a reliably determinable legal or actual obligation to a third party arising from an event in

the past likely to cause a drain of assets.

“Social capital” provisions (Sozialkapitalrtickstellungen) were calculated in accordance with IAS 19.



Aninterest rate of 4.75 per cent was applied when calculating provisions for post-employment, termination and jubilee benefits
(31 December 2008: 4.75 per cent). Other parameters were applied as follows:

—salary trend: 2.75 per cent (31 December 2008: 2.75 per cent);

— career trend: 0.25 per cent.

The “corridor” method was not applied.
The provision for mortality benefits was also calculated in accordance with IFRSs.

Net interest income

Interest income and interest expenses were accounted for on an accrual basis. This line item also includes net income from
equity investments. Net income from investments in entities accounted for using the equity method was recorded in Net inter-
est income net of the associated financing costs.

Charge for impairment losses on loans and advances
This line item captures impairments and reversals of impairments and transfers to and releases from impairment provi-
sions. Recoveries of receivables previously written off were also included in this line item.

Net fee and commission income
This line item comprises income from services rendered to third parties net of the expenses attributed to those services.

Net trading income
This line item contains income from items in the trading book and expenses arising from our proprietary trading activities,
including gains and losses resulting from mark-to-market adjustments.

Other notes
Forward-looking assumptions and estimates regarding yield curves and foreign exchange rates were made as required.

The assumptions and estimates used in the preparation of the Consolidated Financial Statements were based on the knowledge
and information available on the reporting date.

23



24

Interest income from:
Credit operations
Fixed-interest securities
Lease receivables

Shares

Investment property

Total interest income
Interest expenses on:
Deposits from customers and other banks'
Liabilities evidenced by paper
Investment property

Total interest expenses

€k 1/1-31/3/2009

54,095
7,575
4,545
2,080
400
68,695

35,695
5,501
139
41,335

Net income from investments in entities accounted for using the

equity method

Income from investments in entities accounted for using the equity

method

Financing costs arising from entities accounted for using the equity

method?

5,239

(859)

Net income from investments in entities accounted for using the

equity method
Net interest income

4,480
31,740

1/1-31/3/2008 +(-) Change, %

65,502 (17.4)
6,722 12.7
4,204 8.1
2,191 (5.)

207 93.2

78,826 (12.9)

48,171 (25.9)
5,414 16

90 54.4

53,675 (23.0)
5,878 (10.9)
(1,918) (55.2)

3,960 10.6

29,111 9.0

" Net of financing costs arising from investments in entities accounted for using the equity method. 2Based on the average 3-month Euribor.

Impairment losses

Reversal of impairment losses

Direct write-offs

Recoveries of receivables previously written off

Charge for impairment losses on loans and advances

Fee and commission income from:
Payment services

Securities operations

Credit operations

International business

Other services

Total fee and commission income

Fee and commission expenses arising from:

Payment services

Securities operations

Credit operations

International business

Other services

Total fee and commission expenses
Net fee and commission income

€k 1/1-31/3/2009
7,263

(977)

3,106

(104)

9,288

€k 1/1-31/3/2009

4,189
2,544
2,229
895
561
10,418

274
220
164
32

79
769
9,649

1/1-31/3/2008 +(-) Change, %

5,488 32.3
(1,205) (18.9)
199 >100
(118) (11.9)
4,364 112.8

1/1-31/3/2008 +(-) Change, %

4,101 21
4,054 (37.2)
2,349 (5.1)

1,141 (21.6)
542 3.5
12,187 (14.5)
235 16.6
302 (27.2)
239 (31.4)
26 23.1
92 (14.1)
894 (14.0)

11,293 (14.6)



Price-based contracts
Interest rate and currency contracts
Net trading income

Staff costs

— Wages and salaries

— Social security costs

— Costs of retirement benefits
Other administrative costs
Depreciation

General administrative expenses

Other operating income
Other operating expenses
Other operating income net of other operating expenses

Revaluation gains and losses on derivatives
Gain/(loss) as a result of using the fair value option

Net income from financial assets designated as at fair value
through profit or loss

Unrealized and realized gains and losses
Net income from available-for-sale financial assets

Current tax
Deferred tax
Income tax expense

Cash in hand
Credit balances with central banks of issue
Cash and balances with the central bank

€k 1/1-31/3/2009
(1)

373

362

€k 1/1-31/3/2009
14,154

10,923

2,362

869

5,594

1,456

21,204

€k 1/1-31/3/2009
1,134

(298)

836

€k 1/1-31/3/2009
(1,173)
(2,298)

(3,471)

€k 1/1-31/3/2009
(536)
(536)

€k 1/1-31/3/2009
(937)

1,214

277

€k 31/3/2009
26,042

34,357

60,399

1/1-31/3/2008 +(-) Change, %

16 (168.8)
538 (30.7)
554 (34.7)

1/1-31/3/2008 +(-) Change, %

13,933 16
10,435 47
2,283 3.5
1,215 (28.5)
5,509 15
1,463 (0.5)
20,905 1.4

1/1-31/3/2008  +(-) Change, %

1,106 25
(340) (12.4)
766 9.1

1/1-31/3/2008  +(-) Change, %

(1,412) (16.9)
13 (>100)
(1,399) 1481

1/1-31/3/2008 +(-) Change, %
(800) (33.0)
(800) (33.0)

1/1-31/3/2008 +(-) Change, %

(2,025) (53.7)
471 157.7
(1,554) (117.8)

31/12/2008 +(-) Change, %
34,136 (23.7)
35,099 @.1)

69,235 (12.8)
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Receivables from Austrian banks
Receivables from foreign banks
Receivables from other banks

Corporate and business banking customers
Retail banking customers
Receivables from customers

At beginning of period under review
+ Added

— Released

— Used

+ Exchange differences

At end of period under review

Bonds and other fixed-interest securities
Shares and other variable-yield securities

Positive fair values of derivative financial instruments

— Currency contracts

— Interest rate contracts
Other contracts
Trading assets

Bonds and other fixed-interest securities
Loans

€k

€k

€k

€k

€k

Financial assets designated as at fair value through profit or loss

Bonds and other fixed-interest securities
Shares and other variable-yield securities
Investments in subsidiaries

Other equity investments
Available-for-sale financial assets

€k

31/3/2009
134,103
260,310

394,413

31/3/2009
3,471,737
878,786
4,350,523

31/3/2009
96,178
6,963
(973)
(2,633)

0

99,535

31/3/2009
166
146

102
1,362
5,537
7,313

31/3/2009
82,145
38,922

121,067

31/3/2009
213,989
76,809
29,482
14,183
334,463

31/12/2008
94,034
312,039
406,073

31/12/2008
3,417,478
864,798
4,282,276

31/12/2008
96,281
19,950
(4,833)
(15,391)

171

96,178

31/12/2008
168
6

15
1,584
5,537
7,310

31/12/2008
82,044
45,418

127,462

31/12/2008
220,758
77,322
31,755
14,186
344,021

+(-) Change, %
42.6
(16.6)
(2.9)

+(-) Change, %
1.6
1.6
1.6

+(-) Change, %
(1.2)
>100

>100

(14.0)
0.0
0.0

+(-) Change, %
0.1
(14.3)
(5.0)

+(-) Change, %
(3.1)

(0.7)

(7.2)

0.0
(2.8)



Bonds and other fixed-interest securities
Held-to-maturity financial assets

Oberbank AG

Bank fiir Tirol und Vorarlberg AG
Alpenlindische Garantie-GmbH
Drei-Banken Versicherungs-AG

€k

€k

Investments in entities accounted for using the equity method

Goodwill
Other intangible assets
Intangible assets

Land

Buildings

Other

Property and equipment

Land
Buildings
Investment property

Deferred tax assets

Positive fair values of derivative financial instruments
Other items

Deferred items

Other assets

€k

€k

€k

€k

€k

31/3/2009
469,917
469,917

31/3/2009
151,332
75,234
938

3,718
231,222

31/3/2009
12,189
2,397
14,586

31/3/2009
2,635
47,792
20,910
71,337

31/3/2009
8,247
8,956

17,203

31/3/2009
16,522

31/3/2009
9,791
24,028
333
34,152

31/12/2008
460,115
460,115

31/12/2008
154,941
72,640

643

3,683
231,907

31/12/2008
12,181
2,549
14,730

31/12/2008
2,364
48,375
22,404
73,143

31/12/2008
8,508
9,081

17,589

31/12/2008
14,311

31/12/2008
5,570
15,984
2,147
23,701

+(-) Change, %

21
241

+(-) Change, %

(2.3)
3.6

459
1.0

(0.3)

+(-) Change, %

01
(6.0)
(1.0)

+(-) Change, %

1.5
(1.2)
(6.7)

(2.5)

+(-) Change, %

(3.1)
(1.4)
(2.2)

+(-) Change, %

15.4

+(-) Change, %

75.8
50.3
(84.5)
441



28

Payables to Austrian banks
Payables to foreign banks
Payables to other banks

Savings deposit balances

Corporate and business banking customers
Retail banking customers

Other payables

Corporate and business banking customers
Retail banking customers

Payables to customers

Issued bonds
Other liabilities evidenced by paper
Liabilities evidenced by paper

Interest rate contracts
Currency contracts
Trading liabilities

€k

€k

Provisions for post-employment benefits and similar obligations

Provisions for taxes (current tax)
Other provisions
Provisions

Deferred tax liabilities

Negative fair values of derivative financial instruments

Other items
Deferred items
Other liabilities

€k

€k

€k

€k

31/3/2009
1,299,865
326,076
1,625,941

31/3/2009
1,774,594
325,525
1,449,069
1,493,575
1,007,215
486,360
3,268,169

31/3/2009
167,052
86,100
253,152

31/3/2009
1,419

41

1,460

31/3/2009
71,095
237
10,654
81,986

31/3/2009
7,641

31/3/2009
34,613
34,474

1,103
70,190

31/12/2008
1,010,716
405,259
1,415,975

31/12/2008
1,677,549
270,876
1,406,673
1,815,572
1,336,443
479,129
3,493,121

31/12/2008
125,929
85,754
211,683

31/12/2008
1,658

0

1,658

31/12/2008
71,093

196

11,449
82,738

31/12/2008
7,407

31/12/2008
37,922
18,962

1,257
58,141

+(-) Change, %

286
(19.5)
14.8

+(-) Change, %

5.8
20.2
3.0
(17.7)
(24.6)
1.5
(6.4)

+(-) Change, %

327
0.4
19.6

+(-) Change, %

(14.4)

(11.9)

+(-) Change, %

0.0
20.9

(6.9)
(0.9)

+(-) Change, %

3.2

+(-) Change, %

(8.7)
81.8
(12.3)
20.7



Supplementary capital
Hybrid capital
Subordinated debt capital

€k

31/3/2009
240,746
20,000
260,746

31/12/2008
220,301
20,000
240,301

+(-) Change, %
9.3
0.0
8.5

Method: Net interest income was allocated using the market interest rate method. Incurred costs were allocated to individual
business segments on a cost-by-cause basis. Structural income was allocated to the Financial Markets segment. Capital was
allocated according to regulatory criteria. Average allocated equity was measured applying an interest rate of 5 per cent and the
result was recognized as income from investing equity in the line item Net interest income. The performance of each business
segment was gauged in terms of the profit before tax recorded by that segment. Alongside the cost:income ratio, return on

equity was also one of the principal benchmarks for managing business segments.

€k
Net interest income

Charge for impairment losses on loans and
advances

Net fee and commission income
Net trading income
General administrative expenses

Other operating income net of other
operating expenses

Net income from financial assets
Profit for the period before tax
Average risk-weighted assets

Average allocated equity

ROE based on profit for the period
Cost:income ratio

€k
Net interest income

Charge for impairment losses on loans and
advances

Net fee and commission income
Net trading income
General administrative expenses

Other operating income net of
other operating expenses

Net income from financial assets
Profit for the period before tax
Average risk-weighted assets

Average allocated equity

ROE based on profit for the period
Cost:income ratio

012009
8,786

(800)
4,261
0

(11,474)

95

0

868
475,271
38,022
9.1%
87.3%

012009
4,884

0
167
362

(1,565)

330

(4,007)
171
634,747
178,020
0.4%
27.3%

012008
7,731

(345)
5,086
0
(11,551)

293

0

1,214
567,008
45,361
10.7%
88.1%

012008
8,607

0
373
554

(1,576)

0
(2,199)
5,759

595,990

172,036
13.4%
16.5%

012009
17,855

(8,488)
5,223
0
(7,864)

485

0

7,211
2,947,661
235,813
12.2%
33.4%

012009
215

012008
12,758

(4,019)
5,790

0
(7,495)

398

0

7,432
2,616,102
209,288
14.2%
39.6%

012008
15

0
44
0
(283)

75
0

(149)
144,047
21,011
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Net interest income

€k

Charge for impairment losses on loans and

advances

Net fee and commission income

Net trading income

General administrative expenses
Other operating income net of other
operating expenses

Net income from financial assets
Profit for the period before tax
Average risk-weighted assets
Average equity employed

ROE based on profit for the period
Cost:income ratio

Guarantees
Letters of credit
Contingent liabilities

012009
31,740

(9,288)
9,649
362
(21,204)

836
(4,007)
8,088

4,126,518

459,473
7.4%
49.8%

“Non-genuine” or “pseudo” repos (unechte Pensionsgeschdifte)

Other commitments
Commitments

012008
29,111

(4,364)
11,293
554
(20,905)

766

(2,199)
14,256
3,923,148
447,697
12.0%
50.1%

31/3/2009
364,457
1,330
365,787
5,537
763,168
768,705

31/12/2008
371,404
2,211
373,615
5,537
767,480
773,017

+(-) Change, %
(1.9)

(39.8)

(2.1)

0.0

(0.6)

(0.6)

No activities or events that were exceptional in either form or nature took place at BKS Bank after the interim reporting date
(31 March 2009) affecting the assets, liabilities, financial position or results of operations presented in this report.

The nominal and fair values of the derivative contracts outstanding (banking and trading books) were as follows:

€k

Currency contracts

— Of which in trading book
Interest rate contracts
— Of which in trading book
Securities contracts

— Of which in trading book
Total

Nominal, by term to maturity

<1 Year

447,099
8,500
251,846
120,480

698,945

1-5 Years
1,224,739
0

519,878
41,920

1,744,617

> 5 Years Total

0 1,671,838

0 8,500
385,232 1,156,956
1,920 164,320

0

0

385,232 2,828,794

Fair values
Positive Negative
1,797 6,334
102 42
6,981 26,247
714 753
8,778 32,581



€k Nominal, by term to maturity

<1 Year

Currency contracts 904,756
— Of which in trading book 1,000
Interest rate contracts 188,814
— Of which in trading book 120,360
Securities contracts

— Of which in trading book

Total 1,093,570
— Of which traded on an exchange 0

1-5 Years > 5 Years

1,044,409 0
0 0

822,248 269,304
122,400 1,680

1,866,657 269,304
0 0

Total
1,949,165
1,000
1,280,366
244,440

0

0
3,229,531
0

Fair values
Positive Negative
2,460 16,120
16 0
3,627 21,881
471 523
6,087 37,801
0 0

This Interim Report does not require auditing and, therefore, has not been fully audited or examined by an auditor.

Klagenfurt
22 May 2009

o

Heimo Penker

Soclin

Herta Stockbauer
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Forward-looking statements

This Interim Report as at and for the three months ended 31 March 2009 contains statements and forecasts concerning the
future performance and development of the BKS Bank Group. These forecasts are estimates made by us on the basis of all the
information available to us on the copy deadline date of 20 May 2008. If the assumptions upon which such forecasts are based
prove wrong or if risk events transpire, actual results may differ from those that are currently expected. This Interim Report
does not constitute a recommendation to buy or sell shares of BKS Bank AG.

This is an unaudited translation of the original Interim Report published in German in May 2009.

Publication details:

Published by BKS Bank AG, St.Veiter Ring 43, A-9020 Klagenfurt, Austria. @ +43-453-5858-0.
Internet: www.bks.at.

e-mail: bks@bks.at, investor.relations@bks.at.

Photo of the Management Board: Gernot Gleiss.

Edited by the Office of the Management Board of BKS Bank AG.

Copy deadline date: 20 May 2009.

Translated by Adrian Weisweiller MA (Oxon), London.



