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Breev Tra stjorn

Letter from the CEQO

Sterkari banki og betri tidir. Ein

tann fremsta uppgavan hja einum
banka er at halda avisa javnvag baedi
i g6dum og ringum tioum. Hug-
myndin hjé Eik Banka er at vera
fremsta val feroyinga, og ti gera vit
okkara itarsta til tess at hava yvirlit
yvir buskaparligu steduna og ttlitini
baedi { bankanum, hjd kundunum
og 1 samfelagnum sum heild.

Tad snyr seg alla tidina um at halda
vakid eyga vid buskapargongdini,
so rott atok verda sett 1 verk 1 reett-
ari ti0. Skilag6d vadastyring og
sunnur handilsligur rakstur eru {
hesum sambandi tydandi hugtek
og ambod at styra bankanum 4
skilabesta hatt. Eik Banki er ein
tryggur peningastovnur, sum hevur
nogdsemid og lensemid hja kundu-
num fremst { huganum. Sama um
tidirnar eru gédar ella ringar, skal
kundin kenna seg tryggan { Eik
Banka.

Buskapargongdin i Feroyum er

g060 1 lotuni, og Eik Banki studlar
fegin upp undir virkisfysni 4 einum
sterkum figgjarligum grundvelli, har
hugflog og virkishugur finna saman.
Hetta saest aftur 1 Gitlanum bankans,
sum eru okt 1 2014.

Tad er ein sannroynd, at kappingin
millum peningastovnarnar er herd,
samstundis sum krevini til banka-
virksemid eisini eru vordin alsamt
strangari. Baedi 4 setahtisamarknad-
inum og innan vinnulivid er herd
kapping millum peningastovnarnar.

Eik Banki hevur tikid vid avbjoding-
ini og livir veel vid kappingini, sum
ber bod um virkistysni og betri tidir.
Brakarapristalid er leekkad 1 prosent

A Stronger Bank and Better Times
A bank’s pivotal task is to balance
its operations in both good and bad
times. Eik Banki strives to be the
first choice of the Faroese people,
and, therefore, makes every effort
to keep abreast on the state of the
economy and the prospects for the
bank, our customers and the society
as a whole.

It is a matter of keeping an eye on
the economic turns, so that the
right initiatives are implemented

at the right time. Sensible risk
management and healthy business
operations are important factors in
managing the bank soundly. Eik
Banki is a safe financial institution,
where the customer’s satisfaction
and profitability are our first priority.
Whether times are good or bad, the
customer shall always feel safe at Eik
Banki.

The economy in the Faroes is
healthy at the moment, and Eik
Banki wants to support enterprising
projects, where imagination and
hard work are combined on a sound
financial basis. This is evident as the
loans have increased in 2014.

It is a fact that the competition in
the banking sector has increased in
addition to the increasingly stringent
stipulations for banking operations.
The competition between banks

is stiff in both the housing and
commercial markets.

Eik Banki has taken the challenge
head on and stands well in the
competition, which says something
about the good work done in the

Forstjori / CEO
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12014 m.a. orsakad av lagu rentuni 4 bustadar-
lanum.

Tad er hugaligt at sanna, at félkatali® haekkadi 1 fjer,
at arbeidsloysid um arsskiftid framvegis var lagt, og

at storsta framgongdin 1 lenarttgjaldingum seinastu
sjey drini var stadfest { 2014. Virksemid er négyv, og fyri
framman liggja storar verkeetlanir baedi { privata og
almenna geiranum.

Bankin er vid munadyggum teenastum innan figgjargkid
ein tydandi samstarvsfelagi 1 gerandisdegnum hja
borgarum, vinnulivi og gdrum pertum i samfelagnum.
Henda leiklut tekur Eik Banki { stersta dlvara, og ti er
bankin vid { mennandi atekum, sum ahaldandi leetta
um hja kundanum. Eik Banki hevur saman vid hinum
peningastovnunum tikid stig til at seta donsku NemID-
skipanina { verk { Feroyum. Vit kenna eisini liknandi
trygdarskipanir frd hinum grannalondunum. Talan er
um eina skipan, har kundin fra ellum teldum a tryggan
hatt kann rekja sitt samband vid netbankan.

Eik Banki hevur ein veel Gtbtinan og teenastusinnadan
starvsfolkahop at arbeida fyri kundarnar, har dentur
verdur lagdur 4 trygga radgeving vio stedi i tervinum
hja einstaka kundanum.

Eginognin er stér, og Eik Banki er ein tryggur
peningastovnur, id liggur veel innan fyri oll tey mork,
sum Figgjareftirlitio setir.

Leekkandi rentan, sum gkta kappingin hevur borid

vid seer, hevur avirkad drstrslitio hja Eik Banka i 2014
sammett vid 2013, td arsurslitio var 133 millionir kronur
fyri skatt. Urslitid fyri skatt { 2014 er heldur lakari -

123 milliénir krénur — eins og mett var { seinastu
arsfrasegn. Havandi i huga alsamt herdu kappingina a
figgjarokinum, metir leidslan urslitid vera nektandi.

Eik Banki hevoi 1.335 milliénir krénur i eginpeningi vid
arslok 2014. Evnini hja bankanum at standa iméti tap-
um eru eisini god. Solvensprosentid var 23,6% vid ars-
enda 2014, og tad er 11,8 prosentstig heegri enn leegsti
solvenstervurin hja bankanum, sum er 11,8 prosent.

Samanumtikid var 2014 eitt gott og hendingarikt ar vid
hépin av avbjédingum, sum settu ferd a nogyv fjelbroytt
virksemi. Henda sannroynd gkir virkishugin, og Eik
Banki vil fegin vid kundunum  middeplinum stevna
fram & leid moti enn fleiri spennandi avbjodingum.
Stér dbyrgd hvilir & bankanum, sum vil verda

“fremsta val foroyinga”. Baedi fyri bankan og
kundarnar snyr tad seg um at faa sum mest burturtr

i godum tidum og taka avgerdir, soleidis at vit eisini
standa stinn, um buskaparligir brotasjogvar raka
okkum aftur.

Bank and the improving times. The consumer price
index has dropped 1 per cent partly owing to the low
interest rates on mortgages.

Among other positive trends of 2014 are the increase
in the population, the low unemployment rate, and
the largest increase in wages paid out in seven years.
Commercial and industrial activity is high and several
large projects are planned in both in the private and
public sector.

With the excellent services it offers, the bank is an
important partner in daily affairs of citizens, businesses
and other sectors in our society. Eik Banki takes this role
seriously and is therefore involved in initiatives, which
will make banking easier for customers. Eik Banki, in
cooperation with the other financial institutions in

the Faroes, has taken steps to introduce the Danish
“NemlID”system in the Faroes. Such security systems
are also well known in our neighbouring countries. This
is a system, where the customer is able to to securely
make their banking transaction on any computer.

Eik Banki has a well-educated and service minded team
of employees, who work on behalf of our customers.
They focus on providing sound and safe advice based
on the individual needs of each customer.

Eik Banki is a safe bank; the equity is large and well
within all parameters set by the Financial Services
Authority.

The lowering interest rate, a result of the increasing
competition, has influenced Eik Banki’s annual result in
2014 compared with 2013. In 2013 the annual result was
DKK 133 million while it is somewhat lower in 2014,
DKK 123 million—as was predicted in the last annual
report. Considering the increasing competition in the
finance sector, the management believes the results are
satisfactory.

Eik Bank’s capital is DKK 1,335 million at year-end
2014.The bank’s ability to absorb loss is also strong. The
solvency ratio is 23.6 by year-end 2014, which is 11.8
percentages higher than the minimum requirement for
the bank’s solvency, which is 11.8 percentages.

In conclusion, 2014 proved to be a good and eventful
year with many challenges that prompted diverse
activity. This situation inspires us to work harder, and
Eik Banki, with the customer always in focus, wants

to be at the forefront, eyeing new opportunities and
challenges. A great responsibility lies on the shoulders
of the bank that wants to be“the preferred choice in the
Faroes.”The goal for both the bank and its customers
is to profit as much as possible from good times and
make decisions that make us able to stand firm, even if
economic storm should assault us again.
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/ Five year Summary

DKK mié. / DKK Million 2014 2013 2012 2011
/Income Statement

Rentuinntekur netto / Net interest income 242 248 264 378

Omaksgjold netto / Net fee income 60 60 72 81

Virdisjavnan / Fair value adjustments -47 17 33 -36

Adrar vanligar inntekur / Other operating income 13 24 34 140

Inntekur tilsamans / Total income 268 349 403 563

Utreidslur / Costs -173 -195 -236 -337

Nidurskrivingar av ttldnum og adrari ogn /

Impairment of loans advances, receivables etc. 29 -23 -61 -421

Urslit av kapitalpertum og uppathaldandi virksemi / Income from associated

and subsidiary undertakings and on discontiuing activities -1 2 -12 -91

Urslit 40renn skatt / Profit/loss (-) before tax 123 133 94 -286

Skattur / Tax -22 -23 -17 30

Arsurslit / Net profit/loss (-) for the year 101 110 77 -256

/ Balance Sheet

Ogn / Assets

Kassapeningur og dogn 1 lanistovnhum og tj6dbankum /

Cash in hand, claims on credit institutions and central banks 343 692 671 565

Utlan og onnur ogn / Loans and other advances 5.016 4.848 4.880 4.968

Adrar ognir / Other assets 2.255 1.758 2.634 2.316

Ogn tilsamans / Total assets 7.614 7.298 8.185 7.849

Skuld / Liabilities

Skuld til lanistovnar og tjédbankar / Debt to credit institutions 8 31 149 145

Innlan og onnur skuld / Deposits and other liabilities 6.005 5.796 6.520 6.286

Onnur skuld / Other liabilities 265 176 209 188

Eginpeningur / Equity 1.335 1.295 1.307 1.230

Skuld tilsamans / Total liabilities 7.614 7.298 8.185 7.849

Solvensur og kapitalur / Solvency and capital ratios

Solvensprosent / Solvency ratio 23,6% 25,0% 23,3% 22,2%

Kjarnukapitalprosent / Core capital ratio 23,6% 25,0% 21,3% 22,2%

Solvenstervur / Solvency requirment 11,8% 12,0% 12,6% 11,9%

Vinningur / Earning ratios

Renting av eginogn adrenn skatt / Return on equity before tax 9,4% 10,3% 74%  -21,1%

Renting av eginogn eftir skatt / Return on equity after tax 7,7% 8,4% 6,1%  -18,8%

Innteka pr. ttreidslukrénu / Income/cost ratio 1,85 1,61 1,33 0,59

Ognaravkast / Return on assets 1,3% 1,5% 0,9% -3,3%

Marknadarvadi / Market risk ratios

Rentuvadi / Interest rate risk 2,0% 1,7% 3,0% 4,4%

Gjaldoyravadi / Foreign exchange risk 14,2% 7,4% 6,6% 6,3%

Gjaldferi / Liquidity ratios

Utlan og nidurskrivingar { mun til innlén /

Loans, advances and impairments in proportion to deposits 88,6% 89,9% 81,0% 84,8%

Yvirdekningur i mun til 16garkrav um gjaldferi /

Excess liquidity cover relative to statutory requirement 136,4%  220,6%  297,3%  227,2%

Lansvadi / Credit risk ratios

Stér engagement i mun til grundkapital / Large loans as percentage of capital base 73,1% 88,4% 97,9% 93,4%

Tap og nidurskrivingar { tidarskeidinum { prosentum /

Write-offs and impairments during the period -0,5% 0,4% 1,0% 6,1%

Utlan { mun til eginognina / Total loans in proportion to equity 3,8 3,7 3,7 4,0

Utlansvekstur / Increase of loans 3,5% -0,7% -1,8% -28,2%

Samanberingartelini { 2011 fevna um tidarskeidio fra stovnan 12. oktober 2010 til 31. desember 2011. / The comparative figures
2011 cover the period 12 October 2010 to 31 December 2011 which was the first financial statement for Eik Banki P/F.
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Leioslufragreiding

Management Review

I stuttum / Highlights

Urslitid farna tidarskeid visir eitt avlop & 101 mié. kr. / Net results 2014 is DKK 101 million.

Urslitid 4drenn skatt er 123 mi6. kr. / Profit before tax is DKK 123 million

Utlén bankans eru 5.016 mi6. kr. / The Bank’s lending book amounts to DKK 5,016 million

Innlan bankans eru 6.005 mi6. kr. / Deposits amount to DKK 6,005 million

Afturferingar av ttlanum og yvirtiknum ognum a 29 mi6. kr. / Total net reversals on loans and assets in

temporary possession amount to DKK 29 million.

Urslitid 4drenn skatt, javnan av kapitalpertum og nidurskrivingum visir eitt avlop upp 4 85 mi6. kr. /
Profit before taxes, adjustments in associated undertakings and impairments is DKK 85 million.
Yvirdekningur i mun til 16garkravda gjaldferid er 136,4% / The liquidity excess cover relative to statutory

minimum requirement is 136.4 per cent

Solvensurin vid drslok er 23,6% / Solvency ratio is 23.6 per cent

Roknadur solvenstervur a 11,8% / Calculated solvency requirement is 11.8 per cent

Uppskot um vinningsbyti 4 60 mié. kr. / A proposed dividend yield of DKK 60 million.

Urslitid fyri 2015 fyri skatt fer veentandi at liggja millum 50-80 mi6. kr. / Outlook for 2015 is expected to
be a profit before taxes in the range of DKK 50-80 million.

Hevudsvirksemi bankans er at vera heildarpeninga-
stovnur feroyinga, herundir at bj6da figgjarligar
teenastur, i0 teena privat-, vinnu- og almennum
kundum. Bankin radgevir eisini um innlan, atlan,
realkreditt, gjaldsmidling, ilogur vm.

Striggid hevur verid at fda veruligan vekstur { evropeiska
buskapin ettir figgjarkreppuna. 2014 gjerdist onki
undantak, hoast avisir batar voru at homa.

Gongdin i feroyska buiskapinum hevur hinvegin verid
sera jalig seinasta arid.

Flestu lyklatel benda & vaksandi buskaparligt virksemi.
Hagstovan og Buskaparradid rokna i teirra seinastu
metingum vid, at buskaparveksturin { Feroyum
gjordist 4,6% 12014. Hetta seest aftur { samladu lonar-
gjaldingunum, sum vuksu vid heili 5,7 prosentum {
2014.

The Bank’s main activity is to be a full-service bank for
the people of the Faroe Islands, which includes offering
financial services on the Faroese market serving retail,
corporate and public customers, as well as providing
advice on deposits, loans, mortgage credit, payment
services, investments, etc.

It has been difficult to get a real growth in the European
economy after the financial recession. 2014 was in this
respect no exception, although some improvements
came into sight.

The development in the Faroese economy has on the
other hand been very positive in the past year.

Most indicators suggest growing economic activity.
Statistics Faroe Islands and the Faroese Economic
Advisory Board in their recent report estimated an
economic growth in the Faroe Islands of 4.6 pct. in 2014.
This is reflected in the payrolls, which increased by a
total of 5.7 pct. in 2014.
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Samanlagt vérdu ttgoldnar 411 mio. kr. meira { lonum
farna 4ri® samanborid vid 2013. Saed burtur fra almenna
geiranum, var haekkingin rimiliga veel spjadd yvir
ymisku vinnugeirarnar.

Overall there was a 411 million increase in salaries
paid last year compared to 2013. Excluding the public
sector, the increase was fairly spread among the various
industries.

Mid. kr./ Arstidarjavnadar lonir / Seasonally adjusted wages
mill. dir.
700
650 S
600 - =
550 —w
500
450
400 \ \ \

2011 2012 2013 2014
Kelda: Hagstova Feroya / Source: Statistics Faroe Islands
Lonargjaldingar 2013-2014 (mi6. kr) / Brotying
-Payrolls. pai.d pe'r Year by principal Broyting/ Ch::;; Vakstrar-
industries, in millions DKK 2013 2014 Change (pct)  Tskoyti
B o e Rl M s e e e a
Byggivinna o.0. filvirking / 841 947 106 12,6% 1,5%
Building and construction etc. ! !
Privatar teenastur / Private service industry 2.369 2.485 116 4,9% 1,6%
Almennar teenastur / Public services 2.621 2.684 63 2,4% 0,9%
Lonargjaldingar tilsamans / Salaries paid in total 7.192 7.603 411 5,7% 5,7%

Kelda: Hagstova Feroya / Source: Statistics Faroe Islands

Um hugt verdur eftir broytingunum av samladu
lgnaritgjaldingunum 1 2014 { mun til { 2013, atti
fiskivinnan 1,7% av samladu broytingunum, byggi-
vinnan 1,5%, privatar teenastur 1,6% og almennar
teenastur 0,9%.

Utlitini fyri 2015 eru eisini lutfalsliga g6d. Vanirnar

fyri ali- og uppisjévarvinnuna, sum so vid og vid er
komin at standa fyri einum stérum parti av feroyska
utflutningsvirdinum, eru framhaldandi gédar. Veksturin
1 Gtflutningsvirdi verdur t6 veentandi ikki eins stérur
sum 1 2014.

Arbeidsloysid er nt komid heilt nidur 4 3,2% av
arbeidarafjpldini 1 2014, og brukarapristalid er fallid.
Sterstu avirkanina 4 falli® 1 brikarapristalinum hevdu
bylisprisir, og stavar hetta { hevudsheitum frd rentum
4 bustadarlanum, sum 1 midal leekkadi 19,7% 1 2014.
Umframt hetta er oljuprisurin a heimsmarknadinum
fallin vi® meira enn eini helvt seinasta halv 4rid, og
hetta kemur vinnulivinum og htsarhaldunum til
gooar. Figgjarliga rasaramid hja hisarhaldinum er ti
sum heild vordid sterri, og bjartskygnio hja privata

If we look at the changes in the payrolls paid per year
in 2014 compared to 2013, the Fishing industry held 1.7
per cent of the total changes, Building and Construction
1.5 per cent, Private service industry 1.6 per cent and
Public services 0.9 per cent.

The outlooks for 2015 are relatively good. The
expectations for the aquaculture- and pelagic industry,
which has come to stand for a high proportion of the
Faroese export value, are still good. However, growth in
export value is not expected to be as large as in 2014.

The unemployment rate has now dropped to 3.2 per
cent in relation to the workforce in 2014. The largest
impact on the decrease in the consumer price index had
the segment “Housing”. And this can mainly be attrib-
uted to the decrease in the interest rates for mortgage
loans, which on average decreased by 19.7 per cent in
2014. In addition, the oil price on the world market has
dropped by more than half in the past 6 months, and
this will benefit both businesses and households. As a
consequence, the disposable income of the households
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htisarhaldunum hevur ikki verid sterri sidan adrenn has improved and the household’s outlook has not been
figgjarkreppuna. Hetta seest aftur i nytsluhuginum hja this positive since the financial recession. This can be
htsarhaldinum, sum seinasta arid er vordin sterri. Hetta  seen again in the consumption of the households, which
rak fer ivaleyst at halda fram feroyska buskapinum seems to be increasing. This trend will undoubtedly con-
at gagni. Hagstovan og Buskaparrddid veenta ein tinue for the benefit of the Faroese economy. Statistics
buskaparvekstur uppa 4% 12015. Faroe Islands and the Faroese Economic Advisory Board

expect an economic growth of 4 per cent in 2015.

2014 er fjérda roknskaparar hja Eik Banka P/F. The year 2014 is the fourth fiscal year of Eik Banki P/F.

Eik Banki gekk aftur undan i 2014 vid at leekka leegstu Eik Banki maintains its position as the leading financial
bustadarldnsrentuna i Foroyum. institution as regards cutting the interest rates of
mortgage loans on the Faroese market.

Renta / Sethusarenta / Interest rate on morgage loans
interest rate

7,00

6,00

5,00 —
4,00

3,00

2'00 [ I I I

01-01-2011 01-01-2012 01-01-2013 01-01-2014
Kelda: €ikk Banki / Source: €ikk Banki

Leekkingin i rentuni seest aftur i rentu- og 6maks- The reduction in interest rates is apparent in the
gjoldum netto hja bankanum, men minkingin var net interest income of the Bank, but the decline was
munandi minni enn veentad og komst hetta av, at significantly less than expected, which is related to the
atlanini { Eik Banka vuksu i 2014. lending growth in 2014.

Men rentan leekkadi ikki bert hja sethtisaeigarunum. Interest rates did, however, not only decline for home
Hja négvum vinnuvirkjum leekkadi rentan eisini { tann ~ owners. Interest rates also decreased for a number
mun, vidurskiftini annars loyvdu hesum. of business clients to the extent that circumstances

allowed this.

Hagstova Feroya visir 1 sinum fragreidingum 4, at Statistics Faroe Islands shows in its reports that the
brakarapristalid aftur er leekkad 1 2014, og harafturat consumer price index dropped again in 2014, and, as
verdur, sum adur nevnt, vist 4, at stersta einstaka mentioned earlier, it also shows, that the main reason
leekkingin 1 brikarapristalinum i 2014 stavar fra for the decrease in the price index in 2014 derived from
leekkanini av midalrentuni a ibadarlanum. lower interest rates on mortgage loans.

Renta / Byli / Housing

interest rate Brokarapristalid / Consumer price index mmmm Matur og drelkkka / Food and drink
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Kelda: Hagstova Feroya / Source: Statistics Faroe Islands
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Rentuleekkingarnar hava stéran tydning fyri feroysku
husarhaldini. Figgjarliga rasarimid gerst storri, serliga
hja yngri familjum, id hava sett buagv. Ikki sidan

2006 hava htsarhaldini verid so bjartskygd um teirra
btskaparligu stedu sum 1 dag. Hetta verdur stadfest
seinastu konjunkturkanningini hja Figgjar-malaradnum.

Utlénini hja Eik Banka vuksu stttt { 2014 og véru 168
mio. kr. heegri vid drslok 2014 enn vid arslok 2013.

Framgongdin { ttlanunum ber bod um, at bskapargongd-
in kvinkar reetta vegin, og Hagstova Foroya visir eisini 4, at
talid av lentakarum er stodugt haekkad 1 2014.

Innlan bankans gkjast framhaldandji, og eru vid arslok
2014 aleid 209 mio. kr. haegri enn vid arslok 2013.

Bankin figgjar soleidis ttlan vid eginpeningi og
innlanum.

Arstrslitid hjé Eik Banka fyri 2014 visir eitt avlop & 100,9
mio. kr aftana skatt. Hetta er a leid sama trslit sum fyri
2013, har trslitid var eitt avlop a 109,7 mid. kr. eftir skatt.

Nevndin 1 Eik Banka hevur lagt fram uppskot um
vinningsbyti a 60 mio. kr.

Eik Banki metti { drsfragreidingini fyri 2013, at avlopid
fyri 2014 for at verda 4 leid hitt sama sum fyri 2013, og
1 halvarsfragreidingini fyri 2014 metti bankin, at trslitid
fyri skatt for at liggja millum 110-140 mio. kr.

Urslitid fyri skatt fyri 2014 er 123 mi6. kr., og samsvarar
hetta veel vid forsggnina.

Rentu- og émaksgjeldini hja bankanum eru minkad
12014 sammett vid 2013 og undanfarin ar. Hetta skal
siggjast saman vid, at Eik Banki aftur leekkadi leegstu
sethisarentuna 1 2014, samstundis sum teer leekkingar
bankin framdi 1 2013 fingu fullan virknad 1 2014.
Rentuinntgkurnar netto hja bankanum minkadu vid
2,6% samstundis sum utlanini vuksu vio 3,4%.

Eik Banki valdi i framhaldi av rentuleekkingunum ikki
at seta 6maksgjold 1 stadin, men valdi at finna sparingar
innan rakstur bankans { stadin fyri.

Herdu krevini fra figgjarmyndugleikunum til lonandi
rakstur og eginogn saman vid gktum avgjeldum, sum
eitt ni oktum lgnarheeddaravgjaldi merkja, at tad er
eydsaed, at bankin ikki i longdini kan halda fram vid at
leekka renturnar, uttan at finna adrar inntekur.

The decreased mortgage rates are essential to the Faro-
ese homeowners. The disposable income of young fami-
lies in particular increases. The latest trend report of the
Ministry of Finance shows that the household’s outlook
has not been this positive since 2006.

Eik Banki’s lending grew steadily in 2014, and
amounted to 168 million more by year-end 2014 than at
year-end 2013

The increase of loans in the second half is an indication
of a positive trend, and Statistic Faroe Islands also
demonstrate, that the number of salary earners is
steadily growing in 2014.

There is a steady increase in deposits, and at year-end
2014, deposits are approx. DKK 209 million higher than
at year-end 2013.

Thus the Bank’s loans are financed by equity and
deposits.

Eik Banki’s result for 2014 is a profit after tax of DKK 100.9
million. This is more or less the same result as for 2013,
when the result was a profit of 109.7 million after taxes.

The Board of Directors of Eik Banki have put forward a
proposal to distribute a dividend of DKK 60 million.

In its annual report for 2013, the Bank estimated that the
result for 2014 would be on a par with that of 2013. In
the Interim Report as pr. June 30, the Bank assessed that
the pre-tax profit for 2014 would be in the range of DKK
110-140 million.

Profit before taxes for 2014 is 123 million, which
corresponds with our outlook.

Net interest income and fee income have decreased in
2014, compared with 2013 and preceding years. This
should be seen in the context that Eik Banki lowered the
mortgage interest rates in 2014, at the same time as the re-
ductions that were made in 2013, became fully effective in
2014. Net interest income fell by 2.6 per cent at the same
time as the loans grew by 3.4 per cent.

Further to the reduction of the interest rates, Eik Banki
decided to cut cost in the Bank’s operations rather than raise
fees to compensate for the lowering of interest rates.

Increased demands from the financial authorities to
profitability and equity, however, along with increased
taxes as for instance payroll tax mean that it is evident
that the Bank in the long run cannot continue to lower
the interest rates without finding other revenue instead.
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Virdisjavnanin hja bankanum gav stort hall { 2014.
Hallid vard 47,1 mio. kr. 1 2014 moti einum vinningi &
16,9 mid. kr 1 2013. Munurin er soleidis 63,7 mid. kr.

Hallid av virdisjavnan stavar m.a. fra leekkandi rentum,
sum hevur havt vid seer, at kursurin a lansbrevum er
haekkadur vid ti fylgju, at realkredittlansbrev eru vordin
innloyst vid kurstapi til fylgju. Eisini hevur leekkandi
oljuprisurin avirkad beedi partabrev og lansbrev, sum
hava tilknyti til orku, neiliga.

12014 eru framdar netto afturferingar av nidurskriv-
ingum a 28,9 mid. kr. Afturat hesi uppheedd skulu
leggjast 9,2 mi6. kr., sum eru virdisjavnan av yvirtiknum
lanum. Hetta merkir, at samladu netto afturferingarnar
véru 38,1 midé. kr. Uppheeddin stavar frd einstokum
stérum afturferingum.

Urslitid 48renn skatt, javnan av kapitalpertum og
nidurskrivingar, visir eitt avlop a umleid 85,5 mi6. kr.
moti 132,0 mid. kr. 1 2013. Munurin stavar fra hallinum
av virdisjavnan.

Bankin hevdi 1 2014 Gtreidslur til starvsfolk a 101,5 mio.
kr. froknad eru eftirlon og gjold til almennar grunnar.
Hetta kann siggjast { mun til 2013, har bankin hevdi
Gtreidslur til starvsfolk & 108,5 mid. kr.

[ lonarttreidslunum er eisini froknad serligt lonar-
heeddaravgjald 4 9,6 mi6. kr.

Adrar umsitingarutreidslur véru 61,2 mié. kr., og er
hetta ein minking i mun til 2013, har umsitingar-
utreidslurnar voru 63,6 mié. kr. Umsitingarttreidslur-
nar eru minkadar hvert einasta ar sidani 2010, og er
hetta eitt arslit av strembanini hja Eik Banka at leekka
kostnadarstedid hja bankanum.

Avskrivingarnar hja bankanum i 2014 véru 4,5

mié. kr. 1 mun til 13,1 mio. kr arid frammanundan.
Avskrivingarnar 1 2013 voru sterri enn vanligt orsakad
av nidurskrivingum av bygningum og 6itekiligum
ognum.

Adrar rakstrarutreidslur stava i hevudsheitum
frd uppkravi fra Indskydergarantifonden til allar
peningastovnar.

Vi arslok 2014 javnvigadi figgjarstedan hja bankanum
vid 7.614 mid. kr. samanborid vid 7.298 mi6. kr. vid
arslok 2013.

Voksturin kann 1 storan mun ferast aftur 4 vekstur 1
utlanum 4 168 mio. kr. og ein vegkstur i innlanum a 209

mio. kr.

Utlén bankans, sum vid arsenda 2013 véru 4 4.848 mid.

Fair value adjustment showed a deficit in 2014. The
deficit showed an amount of DKK 47.1 million in 2014
compared with a profit of DKK 16.9 million in 2013.The
difference is DKK 63.7 million.

The loss on value adjustments arises partly because of the
fact that falling interest rates have entailed an increase in
the price of bonds, which again led to redemption with

a capital loss for the bond holder. The falling oil prices
have had a negative affect on shares and corporate bonds
connected to energy.

Total net reversals on loans and assets in temporary
possession in the period amounted to DKK 28.9 million.
DKK 9.2 million, which are value adjustments of acquired
loans, should be added to this amount showing total net
reversals on loans of DKK 38.1 million. The amount is
attributable to large individual reversals.

The result before tax, value adjustments and provisions,
is a profit of approx. DKK 85.5 million compared to DKK
132,0 million in 2013. The difference is due to loss from
fair value adjustments.

Total staff costs in 2014 were DKK 101.5 million including
pension costs and contribution to public funds. This may

be compared to 2013, where total staff costs amounted
108.5 million.

Included in the staff cost is 9.6 million in payroll tax.

Other administrative expenses amounted to DKK 61.2
million in 2014 compared to DKK 63.6 million in 2013.
Since 2010, the administrative expenses have decreased
as a result of the Bank’s effort to reduce costs.

Depreciations amounted to DKK 4.5 million in 2014
compared to DKK 13.1 million the previous year.
Depreciations were larger than may be expected in 2013,
as the Bank decided to write down on office buildings
and intangible assets.

Other operating expenses can largely be attributed to the
charging to banks by the Private contingency Association
‘Indskydergarantifonden’.

The Balance amounted to DKK 7,614 million by year-end
2014, compared to DKK 7,298 million by year-end
2013.

The growth can largely be traced to a growth in loans of
DKK 168 million and a growth in deposits of DKK 209

million.

Eik Banki’s loans and other claims that amounted
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kr., vuksu fyrra halvar 2014 uppi 14.999 mié. kr. og
seinna halvar 2014 uppi 5.016 mio. kr.

Innlan bankans ekjast framhaldandi og eru vid endan
av 2014 aljodandi 6.005 mi6. kr. Hetta skal siggjast 1
mun til innlanini vid endan av 2013, sum voru
aljodandi 5.796 mio. kr.

Innlanini voru soleidis 990 mio. kr. heegri enn Gtlanini
ultimo 2014.

Av javnanum & 7.614 mid. kr. er eginognin 1.335 mio. kr.
og innlan 6.005 mio. kr.

Eik Banki er millum tryggastu peningastovnar i danska
rikinum og hevdi vid arslok 2014 ein solvens & 23,6%
moti einum individuellum solvenstervi 4 11,8%.
Logarkravdi solvensurin er 8%.

Eik Banki hevdi vid arslok 2014 ein yvirdekning { mun
til 16garkravda gjaldferid upp & 136,4%.

Buskaparframgongdin sum sést byrja i seinnu helvt
av 2014, veentast at fara at siggjast aftur i eini gking

i virkseminum hja bankanum 1 2015, men herda
kappingin & lanimarknadinum veentast hinvegin eisini
at avirka raksturin hja bankanum.

Bankin veentar, at arsurslitid a0renn skatt verdur eitt
avlop millum 50-80 mié. kr.

Eftirlitisdiamanturin (tilsynsdiamanten), sum Figgjar-
eftirlitid asetur merk fyri, hevur 5 yti, sum meelt verdur
at halda seg innanfyri.

Hesi yti knyta seg at markvirdum vidvikjandi gjaldferi,
figgjarlutfalli, Gtlani til fastognir, Gtlansvekstri og
markvirdi fyri stérar kundar. Eik Banki liggur innan fyri
oll hesi 5 yti vid arslok 2014.

to DKK 4,848 million by year-end 2013 increased to
DKK 4,999 million in the first half year 2014 and then
increased again to DKK 5.016 million by year-end 2014.

Deposits continue to increase. At year-end 2014 deposits
were DKK 6,005 million. This should be compared to the
deposits at year-end 2013 amounting to 5,796 million.

Deposits at year-end 2014 exceeded loans and advances
by DKK 990 million.

Equity accounts for DKK 1,335 million, while deposits
account for DKK 6,005 million of the total balance of
DKK 7,614 million.

At the end of 2013, the Bank’s solvency ratio was 23.6 per
cent against a solvency requirement of 11.8 per cent, and
Eik Banki is thus among the safest banks in the Danish
kingdom. Statutory minimum requirement is 8 per cent.

Eik Banki’s excess liquidity at the end of 2014 was
136.4 per cent when compared to statutory minimum
requirement.

The economic progress which commenced at the end
of 2014 will most likely leave its mark as an increase

in the Bank’s activity in 2015, but on the other hand,
the intensified competition in the loan market will also
affect the Bank’s operations.

The Management expects a pre-tax profit for 2015 in
the range of DKK 50-80 million.

The Supervisory Diamond of the Danish Supervisory
Authority consists of five key marks with a limit within
which the banks should generally stay.

These values relate to limit values within liquidity,
funding-ratio, property exposure and increase in loans
and limit value for large loans. Eik Banki is within all of
these 5 values at the end of 2014.

Markvirdi / Threshold value Eik Banki
Sterstu engagement tilsamans / Sum of large exposures <125% 73,1%
Utlansvekstur / Lending growth <20% 3,5%
Utlan til fastognir / Real property exposure <25% 13,7%
Figgingarlutfall / Funding ratio <10 0,68
Gjaldferi yvir 16garinnar krav / Surplus liquidity in relation to statutory
liquidity requirements >50% 136,4%

Kelda / Source: : €ilk Banki
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Tydandi vitanartilfeingi av serligum tydningi fyri
framti®ar inntekur er einamest okkara dugnaligu
starvsfolk og teer teenastur, sum nyttar verda {
rddgevingini.

Tann mest tydandi 6vissan vid innrokning og mating
knytir seg til titlanini og virdisaseting av ognum.
Leidslan metir, at dvissan er a einum st@di, sum er
radiligt { mun til arsfrdsegnina. Vit visa til lysingina 1
notu 1 1 nyttum roknskaparhatti.

Umframt tey vidurskifti, sum eru nevnd { ars-
fragreidingini, er einki 6vanligt farid fram.

Fra degnum fyri figgjarsteduni vid arslok 2014 fram
til { dag er einki hent, sum hevur tydandi avirkan a
arsfraspgnina.

Bankin fylgir tilmeelunum fra Finansradnum um géda
virkisleidslu, og askodan bankans & hesi tilmeeli er jalig.

Bankin fylgir reglunum um g6dan bankasid, sum eru
asettar i“Bekendtgerelse for Feergerne om god skik
for finansielle virksomheder”, sum hevur verid { gildi {
Foroyum sidan 1. november 2008.

Hetta merkir, at vit { okkara dagliga virki, t.e. radgeving
og 1 @drum vidskiftum vid kundan, halda gédan sid, eru
heidurlig, radgeva og upplysa kundan i neydugan mun,
at vidgerdin er gjognumskygd, eins og at avtalur og
annad av tydningi verda gjerdar skrivliga.

Kunngerdin er ttgivin vid heimild 1 § 43, stk. 2 1
“Lov om finansiel virksomhed” (Fil), i0 asetur, at
peningastovnar skulu“drives i overensstemmelse
med redelig forretningsskik og god praksis inden for
virksomhedsomradet”.

Kunngerdin er galdandi fyri allar figgjarfyritekur.

12012 samtykti nevndin { Eik Banka ein lenarpolitikk,
sum vard lagdur fram 4 adalfundinum 1 2013.
Adalfundurin samtykti lenarpolitikkin og av hesum

Material knowledge resources of particular importance
to future income are primarily our skilled employees
and the services that are used in the advisory situation.

The most essential uncertainties relating to recognition
and measurement relates to loans and the valuation of
properties. The Management is of the opinion that the
uncertainty is at a level that is reasonable in relation to
the Annual report. We refer to the descriptions in note 1
in Accounting Policies.

Apart from what is mentioned in the report no events of
significance have occurred.

No events of significance for the reporting period have
occurred after 31 December 2014.

The Bank follows the recommendations from the
Danish Banker’s Association (Finansradet) regarding
good corporate governance and our views on these
matters are positive.

The Bank complies with the guidelines for ethical bank-
ing behaviour that are stipulated in“Faroese Executive
Order on ethical behaviour for financial institutions”,
which has been in effect in the Faroes since 1 Novem-
ber 2008.

This entails that we, in our daily work advising customers
and in other customer interactions, maintain good ethical
behaviour, are honest, advice and inform the customer in
a necessary manner, and that processes are transparent,
and all agreements etc. kept in writing.

The executive order is issued in accordance with article
43, section 2 in the Faroese”Financial Business Act”,
which stipulates that financial institutions must be”oper-
ated in accordance with good corporate governance and
ethical behaviour within their business fields”.

The executive order applies to all financial institutions.

In 2012 the Board of Directors of Eik Banki adopted
a remuneration policy, which was presented and
adopted by the Annual General Meeting in 2013.
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siggjast leidreglurnar fyri samsyning til nevnd og stjorn.
Politikkurin er soleidis, at samsyning til nevnd og stjérn
skal vera ein fost samsyning og eingin bonusskipan skal
vera knytt at samsyningini. Harafturat verdur vist til
notu 7 i arsroknskapinum.

Allir nevndarlimir bankans manna Grannskodanar-
nevndina. Torben Nielsen, sum er formadur,

lykur krevini um ferleikar innan roknskap og/ella
grannskodan.

Bankin hevur stadfest dvisar vadar, sum knyta seg

til bankavirksemi. Bankin hevur sum adalmal, at
mannagongdir eru fyri teir tydningarmestu vadarnar,
hvussu hesir vadar verda handfarnir, fylgdir upp og
kunnadir um. Teir sterstu vadarnir eru lystir nidanfyri.

Neerri lysing av vadavidurskiftum bankans er 1
vadafragreiding, sum er almannakunngjord a heimasidu
bankans, www.eik.fo.

Sum lidur { handilsmyndli bankans bjédar Eik Banki
lan, kredittir, abyrgdir og adrar taenastur og dtekur saer
hervi® kredittvada. Kredittvadin kann lysast sum vadin
fyri figgjarligum missi, ta kundin ikki er ferur fyri at
yvirhalda sinar figgjarligu skyldur métvegis bankanum.

Lysing og styring av kredittekinum { bankanum er
samlad i kredittpolitikkinum fyri bankan, i3 nevndin
hevur gédkent.

Kredittpolitikkurin verdur t6 dagferdur, um bankin
ynskir at broyta kredittreytirnar fyri betri at kunna taka
haedd fyri uttanhysis ella innanhysis broytingum, i0
kunnu avirka kredittvirdid hja kundum. Talan kann m.a.
vera um, at bankin broytir treytir { sambandi vi0 figging
av avisum kundabélkum. Kredittpolitikkurin skal arliga
leggjast fyri og godkennast av nevndini.

Kredittpolitikkurin hevur stedi {“Lov om finansiel
virksomhed” og kunngerdini um ”Ledelse og styring af
pengeinstitutter”. Politikkurin asetur teer grundreglur,
i0 eru galdandi fyri, hvussu bankin handfer kredittvada,
vid atliti til virkisskipan bankans, arbeidsgki og innan
fyri teer rammur, 10 Figgjareftirlitid hevur asett.

Marknadarvadi er vadin fyri, at marknadarvirdio &
ymiskum ognum og skuld, og meguligum ¢drum

The remuneration policy stipulates guidelines for
remuneration of directors and executives. The policy
states that members of the Board of Directors and
Executive board receive a fixed fee and are not part of
any incentive program. For additional information see
note 7 to the financial statements.

The Bank’s audit committee is comprised of the entire
Board of Directors. Torben Nielsen is chairman of

the committee and meets all requirements within
accounting and/or auditing.

The Bank has identified certain risks related to its
banking activities. It is the Bank’s main objective to
maintain procedures for handling, controlling and
communicating the most important risks. The most
significant risks are detailed below.

A more detailed review of the Bank’s risk management
can be read in the Risk management report, which is
published on the Bank’s website, www.eik.fo.

Eik Banki offers loans, credits, guarantees and other
products as part of its business model and thus incurs
credit risk. Credit risk is the risk of losses arising when
counterparties or debtors fail to meet all or part of their
payment obligations.

Description and control of the Bank’s credit area is
collected in the Bank'’s credit policy, which is approved
by the board of directors.

The Credit Policy is, however, updated if the Bank
wishes to change the credit terms in accordance with
external and or internal changes that could affect
customers’ creditworthiness. Such factors may be

that the Bank changes its terms or position to finance
various customer groups. The credit policy is submitted
to and approved by the Board annually.

The credit policy is prepared based on the“Financial
Business Act”and the executive order on”Governance
of financial institutions”. The policy sets the guidelines
that apply to the Bank’s managing of credit risks taking
into account the Bank’s business organisation, area

of operation and the framework posed by the Danish
Financial Supervisory Authority.

Market risk is defined as the risk that the market value
of assets and liabilities, as well as off-balance items, will
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figgjarligum télum hja bankanum, broytast orsakad av
broytingum i marknadarvidurskiftunum.

At ataka seer marknadarvada er ein 6loysandi partur
av virksemi bankans, og verdur marknadarvadin 1
Eik Banka byttur upp i rentuvada, partabraevavada,
gjaldoyravada og adrar prisvadar.

Nevndin { Eik Banka hevur gédkent ein marknadar-
vadapolitikk, sum greitt tilskilar og asetir markvirdir fyri,
hvussu stéran marknadarvada Eik Banki ynskir at ataka
seer & teimum ymisku ekjunum (Figgjardeild bankans
hevur eftirlit vid, at marknadarvadda-politikkurin og
markvirdini verda hildin).

Nevnd og stjorn faa regluliga kunning um
marknadarvadan, har hesin verdur samanborin
vid markvirdini, sum eru dsett i politikkinum og
heimildunum til stjérn.

Rakstrarvadi kann lysast sum vandin, sum stendst av
6skynsemi og manglandi innanhysis mannagongdum,
menniskjaligum mistekum, skipanarvillum ella av
hendingum uttanettir.

Tad slepst ikki undan rakstrarvadum, men rakstrar-
vadar kunnu avmarkast. Tad verdur regluliga eftir-
kannad, um vadar, sum kunnu hava neiliga avirkan

a bankan, taka seg upp. Arbeitt verdur stedugt vid at
menna og styrkja vadastyringina { bankanum, t.d. vid

at styrkja og endurskoda mannagongdir og eftirlit, at
tryggja skjalfesting, styra broytingum eins og at skraseta,
frdboda og eftirmeta vadar.

Gjaldferisvadin { bankanum kann lysast sum vadin, id
stendst av, at munur er a tidarbundnum dtgangandi og
inngangandi gjaldferisstreymum 1 bankanum.

Nevndin hevur dsett yvirskipadan vadapolitikk fyri
gjaldferisvadar, i0 greitt dsetir krov til dagliga gjaldferid
og uppgero av gjaldferisvadum.

Eik Banki asetir hetta sum gjaldferisvddar:

At utreidslur til gjaldferistutvegan gkjast
munandi

At manglandi figging fordar bankanum 1 at
vardveita godkenda handilsmyndilin

At bankin ikki lykur sinar gjaldsskyldur grundad
a manglandi figging

be affected as a result of changing market
conditions.

Taking on market risk is an integral part of banking. The
market risk in Eik Banki is divided into interest rate risk,
equity risk, foreign exchange risk and other risks.

The Board of Directors of Eik Banki has approved a
market risk policy, which defines and sets limits for the
market risk that the Bank is willing to accept for each
market risk area. (The Finance Department checks that
the market risk policy and limits are complied with).

The Management regularly receives reports regarding
market risk compared to limit values as defined in the
policy and management’s authorisations.

Operational risk is defined as the risk arising from
inadequate and inefficient internal processes, human
errors, [T-failures and external factors.

Operational risks can be limited but not eliminated.

On a continuous basis controls are conducted of the
risks that may have an adverse effect on the Bank.
Continuous work takes place to develop and strengthen
the Bank’s risk management, e.g. by strengthening

and reviewing procedures and controls, ensuring
documentation, control changes and register, report and
assess risks.

The Bank’s liquidity risk can be defined as the risk that
arises because of the difference between outgoing and
incoming cash flows in the Bank.

The Bank’s Board of Directors has prepared a general
risk policy for liquidity risks, which clearly states the
requirements for daily liquidity and statement of
liquidity risk.

Eik Banki assesses the following as liquidity risks:

Expenses to obtain and keep liquidity might increase
significantly

Lack of funding may prevent the Bank from
maintaining the approved business model

The Bank might not be able to meet its obligations
due to lack of funding
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Gijaldferispolitikkur bankans er at hava eitt gjaldferi,
sum i minsta lagi er 1,5 ferdir l6gardsetta minstakravio.
Vi0 arsenda 2014 hevdi bankin ein gjaldferisyvirdekning
a knappar 2,4 ferdir l6garasetta minstakravid.

The Bank’s liquidity policy is to maintain liquidity,
which is at least 1.5 times the statutory minimum
requirement. At the end of 2014, the Bank had an excess
liquidity that was 2.4 times higher than the statutory
minimum requirement.
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Nevnd

Board of Directors

Nevndin hja bankanum hevur i felag allar teir forleikar,
sum eru neydugir fyri at rekja yvirskipadu leidsluna hja
bankanum at fra ti virkisgrundarlag, sum bankin verdur
rikin eftir.

Nevndin hja bankanum 1 felag hevur soleidis forleikar
vidvikjandi:

Virkisgrundarlagnum og vidurskiftum, sum
knyta seg at hesum

Vaodavidurskifti, herundir kreditt-, marknadar-,
gjaldferis-, rakstrar- og tryggingarvada, og
tvergangandi vadar og annars vidurskifti sum
knyta seg at hesum.

Figgjareetlan og roknskapar- og grannskodanar-
vidurskiftum

Kapitalvidurskiftum, herundir kapitaldekningur
og solvenstervur

Vanligum leidsluroyndum

Leidsluroyndum fra gdrum figgjarligum
virksemi

Kunnleika til feroyskt vinnuliv

Logfrediligum innliti, herundir 16ggavu knyttari at
figgjarligum virksemi

Nevndin hevur 1 fleiri ar havt eina eftirmetingar-
mannagongd til tess at tryggja, at nevndin hevur
neydugan kunnleika og royndir { mun til virkiseetlanini
hja bankanum. Nevndin tekur { eftirmetingini stedi 1
vegleidingini hja Figgjareftirlitinum um eftirmeting av
forleika og royndum i peningastovnum.

Nevndin hevur { desember 2014 framt ti arligu eftir-
metingina. Sum grundarlag undir ti rligu eftirmetingini
hevur nevndin samstundis eydmerkt teir forleikar, sum
eru neydugir til tess at tryggja, at nevndin kan rekja

sitt starv 4 fullgédan hatt. Hetta er framt 1 tilknyti til
virkisgrundarlagio hja bankanum og teir vadar, sum
knyta seg at hesum.

Tey yvirskipadu ferleikakrovini fevna um innlit 1 tey
vidurskifti, sum eru nevnd omanfyri.

The Board of Directors of Eik Banki collectively holds all
the competencies that are needed to handle the overall
management of the bank from the business model that
the bank is managed by.

The Board of Directors holds competencies related to:

The business model and various matters
related thereto

Credit-, Market-, liquidity-, operational- and
insurance risk, risk management across areas
and various conditions related thereto.

Budget, accounting and auditing matters

Capital requirement, including capital
adequacy and solvency requirements

General management experience
Management experience from other

financial business

Knowledge to Faroese trade and industry
Legal insight, including in relation to financial
legislation

The Board of Directors have over the years conducted

a self-evaluation process in order to ensure, that the
Board holds the necessary knowledge and experience
in relation to the business model of the bank. In the
evaluation process, the Board has based the evaluation
on the FSA’s guidance on the evaluation of the board of
knowledge and experience in financial institutions.

In December 2014, The Board of Directors conducted
the annual self-evaluation process. As a basis for the
annual evaluation, the Board has also identified the
competencies that the Board should possess in order to
competently perform its duties. It has been based on the
Bank’s business model and a comprehensive analysis of
the risks involved.

The overall competence requirements include
knowledge of conditions as mentioned above.
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Vid grundarlagi { nevndu ferleikakrgvum hevur hver
einstakur nevndarlimur mett um sinar egnu forleikar.

Umframt hetta hevur nevndin framt eina eftirmeting av
arbeidinum og samstarvinum { nevndini.

Urslitid av eftirmetingini er vidgjert i nevndini, og
nidurstedan av hesi var, at samstarvid i nevndini er
nektandi og at nevndarlimirnir i felag hava neyduga
felags vitan, fakligan ferleika og royndir til at skilja
virksemi hja bankanum og teir vadar, sum fylgja vid
hesum. Eisini er nevndin komin fram til, at talid av
nevndarlimun er héskandi { mun til hvat mett verdur
kravt av bankanum.

Based on these competency requirements, each member
of the Board has assessed his own competencies.

In addition, the Board has conducted an evaluation of
the work and cooperation of the Board

Evaluation results are discussed in the Board of
Directors, and the Board’s assessment and conclusion
is that the work and cooperation of the Board functions
well, and that the members of the Board collectively
have adequate collective knowledge and competencies
to understand the Bank’s activities and associated risks.
The Board is also of the opinion, that the size of the
Board numerically is appropriate to what is deemed
required for the Bank.

/ Board members

t= =2 Nevndarformadur / Chairman of the Board.
Valdur av adalfundinum /
x . Elected by the general meeting.
Partur av nevndini sidani 2011 og eisini
nevndarformadur sidani 2011 / Member of the
board since 2011 and Chairman of the Board since 2011

Onnur leidslusterv /

Management, directorships and other offices
Tryg Forsikring A/S, naestformadur og formadur fyri
risikonevndini og limur { grannskodanarnevndini /
Deputy Chairman and Chairman of the risk commit-
tee as well as member of the audit committee
Sparinvest SICAV, Luxembourg, nevndarformadur /
Chairman of the Board
Investeringsforeningen Sparinvest, nevndarformadur/
Chairman of the Board
CMP A/S, nevndarformadur / Chairman of the Board
Museum Sydestdanmark, nevndarformadur /
Chairman of the Board
Sydbank A/S, naestformadur / Deputy Chairman
Dansk Landbrugs Realkredit A/S, nevndarlimur
og formadur fyri grannskodanarnevndini / Board
member and Chairman of the Audit Committee
Sampension KP Livsforsikring A/S, nevndarlimur og
formadur i grannskodanarnevndini / Board Member
and chairman of the audit committiee.
BAWN ApS, stjori / CEO
Adj. Professor CBS / Adj Professor CBS

Forleikar / Competencies
Nevndarformadurin hevur royndir fra dagligum
rakstri av figgjarligum stovnum, herundir sum stjori

fyri Danmarks Nationalbank, og frd nevndararbeidi

hja virdisbreevaskrasettum peningastovnum umframt
tryggingarfelagi / The Chairman of the Board has
competencies from the daily operations of financial
institutions, including as a governor for Danmarks
Nationalbank, and board member in listed and unlisted
financial institutions.

2% Nestformadur / Deputy Chairman of the
board. Valdur av adalfundinum /

5 ‘. Elected by the general meeting.Partur av
nevndini sidani 2011 og eisini neestformadur
sidani 2011 / Member of the board since 2011 and
Deputy Chairman of the Board since 2011

Onnur leidslustorv /

Management, directorships and other offices
Ognarfelag Tryggingartakaranna,
nevndarformadur / Chairman of the Board
TF Holding P/F, nevndarformadur /
Chairman of the Board
Tryggingarfelagid Foroyar P/F, nevndarformadur /
Chairman of the Board
P/F Gist og Vist, nevndarformadur /
Chairman of the Board
Gronlandsbanken A/S, nevndarformadur /
Chairman of the Board

Forleikar / Competencies

Neestformadurin hevur royndir fra dagligum rakstri av
tryggingarfelogum i Feroyum og fra nevndararbeidi
hja peningastovnum skrasettum a virdisbreevaskala
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og nevndararbeidi hja tryggingarfelagi. / The Deputy
Chairman of the Board has competencies from the
daily operations of an Insurance Company in the
Faroe islands, and board member in listed and unlisted
financial institutions.

@ Valdur av adalfundinum / Elected by the
'__ . general meeting. Partur av nevndini

sidani 2014 / Member of the board since 2014

Onnur leidslusterv /

Management, directorships and other offices
Ognarfelagid Tryggingartakarana, naestformadur /
Deputy Chairman of the Board
TF Holding, neestformadur /

Deputy Chairman of the Board
Tryggingarfelagid Foroyar, neestformadur /
Deputy Chairman of the Board

Forleikar / Competencies

Royndir innan byggivinnu, fiskivinnu og fra almennari
umsiting og frd nevndararbeidi i tryggingarfelag og
o0rum nevndararbeidi i vinnuvirkjum / Competencies
from construction business, fishing industry and public
administration and as a board member in a insurance
company as well as other companies.

% \Valdur av adalfundinum / Elected by the
~ general meeting. Partur av nevndini sidani

E 2011 / Member of the board since 2011

Onnur leidslustorv /

Management, directorships and other offices
Atlantic Petroleum P/F, forstjéri / CEO
Rubicon Sp/F, stjéri / CEO
Atlantic Petroleum North Sea Ltd., Stjéri / CEO
Atlantic Petroleum UK Ltd., nevndarformadur /
Chairman of the Board
Atlantic Petroleum Norge AS, nevndarformadur /
Chairman of the Board
Atlantic Petroleum (Irland) Ltd., nevndarlimur /
Board member

Forleikar / Competencies

Forleikar fra dagligum rakstri av virki sum er skrasett a
virdisbreevaskdla og fra nevndararbeidi/ Competencies
from the daily operations of a listed company, and as a
board member.

£
=%’ Valdur av adalfundinum / Elected by the

‘ ‘. general meeting. Partur av nevndini sidani
; 2011 / Member of the board since 2011

Onnur leidslusterv /
Management, directorships and other offices
Einki / None

Forleikar / Competencies

Forleikar fra dagligum rakstri av figgjarligum stovnum,
herundir sum stjori fyri Feroya Banka og Eik Banka

og frd nevndararbeidi hja figgjarligum stovnum /
Competencies from daily operations of financial
institutions, including ad CEO of Fgroya Banki and Eik
Banki, and board member in financial institutions.

Valdur av adalfundinum / Elected by the
general meeting. Partur av nevndini sidani
2013 / Member of the board since 2013

Onnur leidslusterv /

Management, directorships and other offices
SMJ, stjori og nevndarlimur /
CEO and board member
Kallur P/, stjéri / CEO
Arni Jakobsen Sp/F, stjéri / CEO
KJ Elrad SP/F, stjori / CEO
Studulsgrunnur Karis, nevndarformadur /
Chairman of the Board
Ognarfelag Tryggingartakaranna, nevndarlimur /
Board Member
TF Holding P/EF, nevndarlimur / Board Member
Régevarafelagid, nevndarlimur / Board Member
Faerport Konsortium I/F, styrisbélkalimur /
Member of Committee
Faerport IT Konsortium I/F, styrisbélkalimur /
Member of Committee

Forleikar / Competencies

Royndir fra dagligum rakstri av verkfredingavirksemi
og frd nevndararbeidi i tryggingarfelag og edrum
nevndararbeidi / Competencies from daily operations
og engineer business and as a board member in a
insurance company as well as other companies.
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""‘Z‘ © Starvsfélkavaldur / Elected by the
# o employees. Partur av nevndini sidani
2011 / Member of the board
since 2011

Onnur leidslusterv /
Management, directorships and other offices
Einki / None

Starvsfolkavaldur / Elected by the
. employees. Partur av nevndini sidani
[/l 2011/ Member of the board

since 2011

Onnur leidslusterv /
Management, directorships and other offices
Einki / None

v= = Starvsfélkavaldur / Elected by the
& employees. Partur av nevndini sidani
2011 / Member of the board
since 2011

Onnur leidslusterv /
Management, directorships and other offices
Einki / None

/ Executive board

[ stjérnina sidani 2011 /

Chief Executive Officer since 2011
4

Onnur leidslusterv /

Management, directorships and other offices
Ognarfelag Tryggingartakaranna, forstjori / CEO
TF Holding P/F, forstjéri / CEO
TF flogur Sp/F, stjéri / CEO
TF Ognir Sp/F, Stjéri / CEO
Inni P/F, nevndarformadur / Chairman of the Board
Arbeidsgevarafelagid fyri Figgjarstovnar,
nevndarformadur / Chairman of the Board
Felagio Feroyskir Peningastovnar, neestformadur /
Deputy Chairman of the Board
Betri Pensjon P/F, naestformadur /

Deputy Chairman of Board

Faroe Insurance Company Guernsey, nevndarlimur /

Board Member
SDC A/S, nevndarlimur / Board Member
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10
11

12
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Nota DKK 1.000 2014 2013
/ Income Statement

Rentuinntekur / Interest income 279.087 292.189
Rentuttreidslur / Interest expenses 36.979 44.075
Rentuinntekur netto / Net interest income 242.108 248.114
Vinningsbyti av partabrevum o.g. / Dividends on shares, etc. 987 1.043
Omaksgjold og provisiénsinntekur / Fee and commission income 62.491 66.460
Utreidslur til 6maksgjold og provisionir / Fee and commission expenses 3135 6.238
Rentu- og 6maksgjold netto / Net interest income and fee income 302.450 309.379
Virdisjavnan / Fair value adjustments -47.065 16.682
Adrar vanligar inntekur / Other operating income 12.804 24.452
Utreidslur til starvsfolk og umsiting / Staff costs and adm. expenses 162.667 172.029
Av- og nidurskrivingar av éitekiligum og itekiligum ognum /
Depreciations and impairments of intangible and tangible assets 4.543 13.127
Adrar rakstrarutreidslur / Other operating expences 6.265 10.218
Niourskrivingar av Gtlanum og adrari ogn /
Impairment of loans advances, receivables etc. -28.914 23.354
Urslit av kapitalpartum { assosieradum og tilknyttum fyritekum /
Income from associated and subsidiary undertakings -526 1.540
Urslit d40renn skatt / Profit/loss (-) before tax 123.101 133.325
Skattur / Tax -22.192 -23.539
Arstrslit / Net profit/loss (-) for the year 100.909 109.786
Byti av arsursliti / Allocation
Arstrslit / Net profit for the period 100.909 109.786
Nettoogn yvirtikin / Net assets acquired 0 0
At rada yvir tilsamans / Total amount available for allocation 100.909 109.786
Vinningsbyti / Dividends for the year 60.000 60.000
At flyta til naesta ar / Carried forward to next year 40.909 49.786
Nytsla av arsursliti / Total allocation 100.909 109.786
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Nota DKK 1.000 2014 2013
/ Balance sheet

Ogn / Assets
Kassapeningur og dogn uttan uppsegn hjd tjodbankum /
Cash in hand and demand deposits with central banks 112.970 403.391
Aogn 1 lanistovnum og tjédbankum /
Claims on credit institutions and central banks 229.962 288.242
Utlan og onnur ogn til amortiseradan kostpris /
Loans and other claims at amortised cost 5.015.613 4.847.736
Lansbrov til dagsvirdi / Bonds at fair value 1.923.861 1.355.452
Partabrev / Shares 70.366 75.561
Kapitalpartar i assosieradum fyritekum /
Holdings in associated undertakings 0 0
Kapitalpartar { tilknyttum fyritekum / Holdings in subsidiary undertakings 9.503 12.967
Oitekiligar ognir / Intangible assets 155 145
Grundeki og bygningar tilsamans / Land and buildings total 114.632 103.072
- llagubygningar / Investment properties 5555 4.655
- Fyrisitingar- og deildarbygningar / Domicile properties 109.077 98.417
Onnur itekilig ogn / Other tangible assets 6.414 6.792
Verandi skattaogn / Current tax assets 63 88
Utskotin skattaogn / Deferred tax assets 153 163
Ognir 1 fyribils vardveitslu / Assets in temporary possession 67.943 155.019
Onnur ogn / Other assets 52.187 38.368
Tidarskeidsavmarkingar / Prepayments 10.663 10.639
Ogn tilsamans / Total assets 7.614.484 7.297.635
Skuld / Liabilities
Skuld til lanistovnar og tjédbankar / Debt to credit institutions and central banks 8.407 30.560
Innlan og onnur skuld / Deposits and other debt 6.005.426 5.796.030
Onnur skuld / Other liabilities 212.712 154.396
Tidarskeidsavmarkingar /Prepayments 813 56
Skuld tilsamans / Total liabilities 6.227.359 5.981.042
Avsett til eftirlon / Provisions for pensions 1.211 1.295
Avsett til tap av dbyrgdum / Provisions for losses on collaterals 9.075 1.658
Avsett til adrar Gtreidslur / Other provisions 41.346 19.056
Avsetingar til skyldur / Provisions for liabilities and charges 51.632 22.008
Eginpeningur / Equity
Partapeningur / Share capital 100.000 100.000
Flutt avlop /Retained profit 1.175.493 1.134.584
Uppskot til vinningsbyti / Proposed dividend 60.000 60.000
Eginpeningur tilsamans / Total equity 1.335.493 1.294.584
Skuld, skyldur og eginpeningur tilsamans / Total liabilities 7.614.484 7.297.635
Tol, id ikki eru tikin vid i javna / Off-balance sheet items
Abyrgdir v.m. / Guarantees, etc. 674.651 720.949
Adrar skyldur / Other commitments 14.000 57.000
Tol, i ikki eru tikin vid i javna, tilsamans / Total off-balance sheet items 688.651 777.949
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/ Statement of changes in equity

Uppskot

Parta- Flutt til vin-

peningur avlop / ningsbyti/
/ Share Retained Proposed Tilsamans
DKK 1.000 Capital earnings dividend / Total
Arsbyrjan / Beginning of year 100.000 1.134.584 60.000 1.294.584
Heildarinnteka / Comprehensive income 40.909 60.000 100.909
Utgoldid vinningsbyti / Dividends payed -60.000 -60.000
31. desember 2014 100.000 1.175.493 60.000 1.335.493
Arsbyrjan / Beginning of year 100.000 1.084.798 122.031 1.306.829
Flutt fra Yvirkursgrunni / Transferred from Share premium account 49.786 60.000 109.786
Heildarinnteka / Comprehensive income -122.031 -122.031
31. desember 2013 100.000 1.134.585 60.000 1.294.584

Partapeningurin hja Eik er byttur a partabrev 8 DKK 1 ella multipla av hesum. /
The Company's share capital divided into shares of DKK 1 and multiples thereof.
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DKK 1.000 2014 2013

/ Statement of Solvency

Kjarnukapitalur eftir fradrattir / Core capital less statutory deductions 1.275.185 1.234.277
Grundkapitalur / Capital Base 1.275.185 1.234.277
Vektad ogn uttan fyri handilsognina, froknad tel, id ikki eru tikin vid { javna / Weighted assets not

included in trading portfolio including off balance-sheet items 4.078.239 3.875.185
Vektadir postar vi0 marknadarvada / Weighted items with market risk 598.962 468.626
Rakstrarvadi / Operational risk 715.998 593.611
Vektad ogn tilsamans / Total risk weighted assets 5.393.198 4.937.422
Solvensprosent eftir FIL § 124, stk.2, nr. 1/

Solvency ratio purs. to FIL § 124, 2 no. 1 23,6% 25,0%
Kjarnukapitalur eftir fradratt i prosent av vektadari ogn / Core capital ratio 23,6% 25,0%

Kapitalkrav / Capital demand

Kjarnukapitalur fyri fradrattir / Core Capital before statutory deductions 1.335.493 1.294.585
Uppskot til vinningsbyti / Proposed dividend 60.000 60.000
Oftekiligar ognir / Intangible assets 155 145
Skattaaktiv / Tax assets 153 163
Kjarnukapitalur eftir fradrattir / Core capital less statutory deductions 1.275.185 1.234.277

Supplerandi kapitalur / Supplementary capital
Partapeningur, sum ikki verdur tikin vid { kjarnukapitalin / Share capital, not
included in Core capital 0 0

Grundkapitalur / Capital base 1.275.185 1.234.277
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Notur

Notes

Alment

Arsroknskapurin er gjerdur sambeert dsetingunum {
l16g um figgjarligt virksemi og tilhoyrandi kunngerd um
figgjarligar frasegnir fyri peningastovnar v.m., sum er
galdandi i Feroyum.

Arsroknskapurin verdur vistur { donskum krénum,
sum er funktionella gjaldoyra hja bankanum. @1l onnur
gjaldoyru verda mett sum fremmant gjaldoyra.

Arsroknskapurin er settur upp 1 1.000 kr.

Arsfrasegnin er eisini sett upp & enskum. Skuldi tad
hent, at tad er ésamsvar millum feroysku ttgavuna og
ensku ttgavuna, hevur foroyska ttgavan forraettindi.

Nyttur roknskaparhattur er ébroyttur { mun til
arsroknskapin fyri 2013.

Visandi til grein 138, stk 2 {“Bekendtgerelse for
Feeroerne om finansielle rapporter for kreditinstitutter
og fondsmeeglerselskaber m.fl” ger bankin ikki
samtaksroknskap.

Eik Banki P/F er partur av:
Ognarfelag Tryggingartakaranna
100 Térshavn
Felagsskrasetingarnummar: 113

Samtaksroknskapurin er tekur 4 bistadnum hja
modurfelagnum

Yviri vid Strond 2
100 Térshavn

Inntekur verda innroknadar 1 rakstrarroknskapin {

ti tidarskeidi, teer verda vunnar. Herumframt verda
roknadar uppi allar virdisbroytingar av figgjarligum
ognum og skyldum, sum verda innroknadar til dags-
virdi ella ttveganarvirdi. Harneest verda allar atreidslur

General

The financial statements are prepared in accordance
with the provisions of the Faroese Financial Business
Act and related regulations in the executive order of
bank’s financial reporting in force in the Faroe Islands.

The financial statements are presented in DKK, which is
the Bank’s functional currency. All other currencies are
considered as foreign currency.

The financial statements have been prepared in DKK
1,000.

The financial statements are also available in English. In
the event of any discrepancy between the Faroese and
the English version, the Faroese version shall prevail.

The accounting policies are unchanged compared to the
annual report 2013.

With reference to section 138, paragraph 2 in“Order
of the Faroe Islands on financial reports of credit
institutions and investment companies and others”
consolidated financial statements will not be prepared
by the Bank.

Eik Banki P/F is part of:
Ognarfelag Tryggingartakaranna
100 Térshavn

Registration number: 113

The consolidated financial statements are available at
the parent company address:

Yviri vid strond 2
100 Térshavn

Income is recognised in the income statement as
earned. Furthermore, value adjustments of financial
assets and liabilities measured at fair value or at

costs. Furthermore all expenses incurred in the year’s
earnings, such as depreciation, amortization, provisions
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roknadar uppi tann mun hesar eru hildnar fyri at nda
inntekurnar i arinum, froknad avskrivingar, nidur-
skrivingar, avsettar skyldur og afturferingar orsakad av
broyttum roknskaparligum metingum av uppheeddum,
sum 40ur hava verid tiknar vio { raksturin.

Ogn verdur innroknad 1 figgjarsteduna, ta tad er
sannlikt, at figgjarligir fyrimunir 1 framtidini koma
bankanum til gédar, og virdid av ognini kann asetast
alitandi.

Skyldur verda innroknadar i figgjarsteduna, ta id tad er
sannlikt, at bankin 1 framtidini skal av vi0 figgjarligar
agodar, og steddin a skyldunum kann gerast upp
alitandi.

Figgjarlig ambod verda innroknad a handilsdegnum,
og innrokningin stedgar, ta reetturin at mottaka ella lata
pengar frd figgjarliga ambodnum fer tr gildi ella um
figgjarliga ambodid verdur avhendad soleidis, at vadin
og reettindini til vinning i sambandi vid ognarreettin {
heovudsheitum eru flutt til annan eigara.

Ta 10 ognir ella skyldur verda innroknadar 1 figgjarsted-
una 4 fyrsta sinni, verdur hetta gjort til dagsvirdi. 16 verda
oitekiligar og itekiligar ognir a fyrsta sinni settar til Gt-
veganarvirdi. Eftir hetta verda ognir og skyldur uppgjerd-
ar sum lyst fyri hvenn roknskaparpost saer nidanfyri.

Vio innrokning og virdisaseting verdur atlit tikio til
upplysingum um vinning, tap og vadar, i koma til
okkara kunnleika fram til dagin, ta arsroknskapurin
verdur lagdur fram, og sum vatta ella avsanna
vidurskifti, id voru figgjarstedudagin.

Avisar figgjarligar ognir og skyldur verda asettar til
amortiseradan utveganarkostnad, soleidis at teer

verda roknadar vid eini stedugari effektivari rentu

alt avtaluti®arskeidid. Amortiserad Gtveganarvirdi er
upprunaliga Gtveganarvirdid vid iskoyti/fradratti av allari
amortiseringini av muninum millum tGtvegarnarkostnad
og aljodandi uppheedd. Avdrattir og meguligar
nidurskrivingar verda drignar fra.

[Rolknslkaparligar
metingar

Roknskaparliga virdid a avisum ognum og skyldum er
tongt at metingum av, hvussu hesar ognir og skyldur
verda avirkadar av framtidar hendingum.

Metingarnar og fyritreytirnar, sum nyttar eru, byggja a
soguligar royndir og adrar faktorar, sum leidslan eftir
umstgdunum metir vera radiligar, men sum eru évissar
og torferar at siga nakad um. Fyritreytirnar kunnu vera

and reversals due to changes in accounting estimates of
amounts previously recognized in the income statement
are included.

Assets are recognized in the balance sheet when it is
probable that future economic benefits will flow to
the Bank and the value of the asset can be measured
reliably.

Liabilities are recognized in the balance sheet when it
is probable that future economic benefits will flow from
the Bank and the value of the liability can be measured
reliably.

Financial instruments are recognised at the date of set-
tlement, and the recognition ceases when the right to
receive or deliver cash flows from the financial instru-
ment has expired, or if the financial instrument has been
transferred, and the Bank has essentially transferred all
risks and returns associated with the ownership.

On initial recognition, assets and liabilities are
measured at fair value. However, intangible and
tangible assets at initial recognition are measured at
cost. Subsequently, assets and liabilities are recognized
as described below.

Recognition and measurement take into account
gains, losses and risks, which occurred prior to the
presentation date of the Annual Report and which
confirm or disprove conditions, which existed on the
balance sheet date.

Certain financial assets and liabilities are measured

at amortized cost, which includes a constant yield

to maturity. Amortized cost is calculated as original
cost less repayments and plus / minus the cumulative
amortization of any difference between cost and the
nominal amount. Repayment and possible impairment
are deducted.

Accounting
estimates

Measurement of the carrying value of certain assets and
liabilities requires the management’s estimate of the
influence of future events on the value of such assets
and liabilities on the balance sheet date.

The estimates and assumptions applied are based

on historical experience and other factors that
management consider reasonable under the
circumstances, but which are inherently uncertain and
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ofullfiggjadar ella dneyvar og éveentadar hendingar

ella umstedur kunnu koma fyri. Harnaest er bankin
fevndur av vandanum fyri évissu, sum kann fera vid seer
vidurskifti, sum vikja fra hesum metingum. Tad kann
verda neydugt at broyta adur gjerdar metingar orsakad
av broytingum i teimum fyritreytum, sum metingarnar
byggja 4, ella orsaka av nyggjari vitan ella hendingum,
sum seinni eru ikomnar. Teer tydningarmiklastu
fyritreytirnar og sersteku vandarnir eru umredd {
leidslufragreidingini og i notunum.

Vid atrokning av nidurskriving 4 Gtlanum eru tydandi
metingar tongdar at uppgerdini av steddini & vandanum
fyri, at kundin ikki yvirheldur sinar skyldur { framti®ini.
Um tad kann stadfestast, at kundin ikki fer at yvirhalda
sinar skyldur, er stoddin av vaentadu afturgjeldunum i
framti®ini, herundir seluvirdir av trygdum og veentad
utgjald av bytispeningi fra trotabtigvum, eisini knytt at
tydandi metingum og dvissu.

Boélkanidurskrivingar eru eisini knyttar at 6vissu, ti
seguliga grundarlagio fyri ttrokningunum er avmarkad.

Bankin matar eina red av figgjarligum ambodum til
dagsvirdi, iroknad oll avleidd figgjarlig ambod og & sama
hatt partabrev og lansbrov. Vidvikjandi figgjarligum
ambodum, sum eru skrasett og verda handlad 4 einum
virknum marknadi ella har, sum virdisasetingin byggir 4
alment vidurkendar virdisdsetingarheettir, id aftur byggja
a marknadarupplysingar, sum kunnu eygleidast, eru ikki
tydandi metingar tongdar at virdisasetingini. Vidvikjandi
figgjarligum ambodum har virdisasetingin bert { minni
mun byggir & marknadarupplysingar, sum kunnu eyg-
leidast, er virdisasetingin avirkad av metingum. Hetta er
til demis galdandi fyri ikki bersskrasett partabrov.

Um dagsvirdio ikki kann asetast dlitandi, verdur ilogan
innroknad til keypsvirdio fradrigid nidurskrivingar i
sambandi vid virdisminking.

Vidvikjandi avseting moéti tapi uppa abyrgdir er

6vissa tongd at metingini um, og i hvussu stéran

mun abyrgdin verdur virki, um abyrgdarhavarin

kemur i figgjarligar trupulleikar, og hvussu stért tapid
verdur. Somu metingar gera seg galdandi vidvikjandi
meguligum reettarkrgvum, har 6vissa er um, og i hvenn
mun, ein megulig hending kann hava vid seer eitt tap
fyri bankan.

Vid aseting av dagsvirdinum av bygningum verdur ein
lonsemisgrundadur myndil nyttur.

unpredictable. Such assumptions may be incomplete
or inaccurate, and unexpected events or circumstances
may occur. In addition, the Bank is subject to risk

on uncertainties that may cause actual outcomes to
deviate from these estimates. It may be necessary to
change previous estimates as a result of changes to
the assumptions on which the estimates were based
or due to new information or subsequent events. Key
assumptions and any specific risks to which the Bank is
exposed to are stated in the Management’s review and
the notes.

Loan impairment charges are subject to significant
estimates as regards the quantification of the risk that
future payments may not all be received. Where it is
established that not all future payments will be received,
anticipated payments, including the estimated realisable
value of security provided and anticipated dividend
payments by estates are also subject to significant
estimates.

Collective impairment is also subject to some uncertainty
since the historical data base on calculations is limited.

The Bank measures a number of financial instruments
at fair value, including all derivative instruments as
well as shares and bonds. Measurement of financial
instruments for which prices are quoted in an active
market or which are based on generally accepted
valuation models with observable market data are not
subject to significant estimates. As regards financial
instruments where measurement only to a limited
extent is based on observable market data, such as
unlisted shares, measurement is affected by estimates.

If a reliable fair value cannot be identified, the
investment will be valued at cost less any write-downs
for impairment.

Regarding provisions for losses on guarantees this is
subject to the uncertainty of assessing the extent to
which guarantees may be called upon as a consequence
of the financial collapse of the debtors and assessing
the amount of the loss. Provisions for other claims

are subject to significant estimates with regard to the
determination of the probability and to which extent a
possible obligating event will result in a future loss for
the Bank.

To measure the fair value of properties an asset return
model is used.
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Dagsvirdid 4 bygningum er grundad 4 eina
afturdiskontering av framtidar rakstri vi0 einseeris
asettum lensemiskrevum. Lensemiskravid er asett vid
stedi { stadnum, har bygningurin er, meoguligari nytslu
og 1 mun til, hvussu bygningurin er vidlikahildin o.s.fr.

Ognir 1 fyribils vardveitslu eru itekiligar ognir og
figgjarligar ognir t.e. kapitalpartar i felogum, sum
bankin hevur sum mal at selja innan 12 manadir.
Talan er um ognir og felog, sum eru yvirtikin orsakad
av misrektum laniavtalum, umframt fyrrverandi
avgreidslubygningar hjd bankanum, sum eru til sglu.

Tilikar ognir verda virdisasettar til leegra virdid av
boékadum virdi & degnum, ta umbdking til hendan
roknskaparpostin verdur gjord, og dagsvirdid vid
fradratti av meguligum selukostnadi. Tad verda ikki
gjordar avskrivingar av itekiligum ognum.

Handil og teenastur millum felogini i samtakinum verda
avroknad til marknadarpris.

Transaktionir  fremmandum gjaldoyra verda

vid fyrstu innrokning umroknadar til kursin a
transaktionsdegnum. Gjaldoyramunir, i3 standast
millum kursin transaktiéonsdagin og avrokningardagin,
verda innroknadir i rakstrarroknskapin sum
"Virdisjavnan'.

Ag6di, skyldur og adrir figgjarligir postar { fremmandum
gjaldoyra, i0 ikki eru avroknadir & figgjarstedudegnum,
verda umroknadir vid endakursinum fyri vidkomandi
gjaldoyra figgjarstodudagin.

Bankin avdekkar rentuvadan & avisum fastrentadum
ognum og skyldum vid avleiddum figgjarambodum.
Broytingar i dagsvirdinum 4 avleiddum figgjarambodum
verda innroknadar 1 raksturin.

Ogn og skyldur verda métroknadar, ta bankin hevur
ein logfrodiligan reett at motrokna innroknadu
upphaeddirnar og samstundis hevur eetlan um at
nettoavrokna ella at avhenda ognina og samstundis at
gjalda aftur skylduna.

Av ti at virksemi® og marknadirnir ikki vikja fra hverjum
gOrum innanhysis, er i roknskapinum ikki upplyst,
hvussu rentu- og émaksgjeld netto og virdisjavnan er
bytt at 4 virkisekir og a landafrediligar marknadir.

The fair value of the properties is determined based on
the calculated return on operations and the individually
determined rate of return. The return rate is fixed on the
basis of the location of the individual property, potential
use, the state of maintenance, quality etc.

Assets in temporary possession are tangible assets and
financial assets actively marketed for sale within 12
months, for example assets and businesses taken over
under non-performing loan agreements. The Bank’s
former domicile properties now for sale are also stated
here.

Such assets are measured at the lower of their carrying
amount at the time of reclassification and their fair
value less expected costs to sell and are no longer
depreciated.

Intra-group transactions are entered into on an arm’s

length basis.

Transactions in foreign currencies are on initial
recognition translated at the exchange rate on the
transaction date. Gains and losses arising between the
exchange rate at the transaction date and the exchange
rate at the payment date are recognized in the fair
market value adjustments.

Receivables, payables and other monetary items
denominated in foreign currencies that have not been
settled at the balance sheet date are translated at the
closing exchange rate at the balance sheet date.

The Bank hedges interest rate risk on certain fixed rate
assets and liabilities in financial derivatives. Changes in
fair values of derivatives are recognised in the income
statement.

Assets and liabilities are offset when the Bank has a
legal right to offset the recognised amounts and also
intend to net or realise the asset and settle the liability
at the same time.

No segment information is disclosed, as the sum of net
interest and fee income and value adjustments do not
differ by activity and geographical markets.
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[Ralkstrarrolknslkapurin

Rentuinntgkur og -ttreidslur verda innroknadar

i rakstrarroknskapin { ti tidarskeidi, teer verda

vunnar. Rentuinntekur og —utreidslur, sum vidvikja
rentuberandi figgjarligum ambodum, id verda virdisasett
til amortiserad utveganarvirdid, verda innroknad {
rakstrarroknskapin sambeert effektiva rentuhattinum
vid grundarlagi 1 kostprisinum fyri figgjarliga ambodid.
Rentur fevna um amortisering av 6maksgjoldum, sum
eru ein partur af effektiva avkastinum a figgjarliga
ambodnum, so sum stovningarprovisionir.

Inntekufering av rentum 4 Gtlanum vid stak
nidurskriving er vid grundarlagi { ti nidurskrivada
virdinum.

Vinningsbyti av partabrevum verdur innroknad {
rakstrarroknskapin. Hetta verdur vanliga gjert, ta
vinningsbytid er samtykt 4 adalfundi felagsins.

Omaksgjeld sum vidvikja avtalum, har teenasta

verdur veitt 1 eitt tidarskeid, verda innroknad 1
teenastutidarskeidonum. Hetta fevnir millum annad um
abyrgdarprovisionir og inntekur fra ognarrektaravtalum.
Onnur émaksgjold verda innroknad i rakstrarrokn-
skapin 4 transaktionsdegnum. Hetta fevnir millum
annad um kurtagu, goymslugjeld og émaksgjeld fyri
gjaldsmidling.

Omaksgjold og provisiénir eru partur av framhaldandi
samstarvinum vid BRF Kredit. Vid at bjoda at BRF lan
feer bankin part av bidragnhum fra teimum lanum, sum
BREF veitir. Parturin hja bankanum av bidragnum verdur
innroknadur vid moétteku. Onnur 6maksgjeld verda
innroknad { rakstrarroknskapin a transaktions-
degnum.

Virdisjavnan fevnir um alla stadfesta og ikki-stadfesta
virdisjavning av ognum, skyldum og figgjarligum
ambodum, sum verda virdisasett til dagsvirdid. Afturat
hesum skal leggjast avirkanin av roknskaparligum
tryggingum av rentuvada, sum eisini eru tikin vio her,
umframt virdisjavnan av gjaldoyra.

Adrar vanligar inntekur fevna um roknskaparpostar
av minni tydandi slag i mun til hevudsvirksemid hja
bankanum, iroknad vinning og tap vid selu av ilogum,
ognum hja bankanum og @drum ognum.

Adrar vanligar inntgkur fevna eisini um leiguinntekur
fra bygningum, aftand at kostnadur er drigin fra.

Income statement

Interest income and expenses are recognised in the
income statement in the period to which they relate.
Interest income and expenses arising from interest-
bearing financial instruments measured at amortised
cost are recognised in the income statement according
to the effective interest method on the basis of the cost
of the individual financial instrument. Interest includes
amortised amounts of fees that are an integral part of
the effective yield on a financial instrument, such as
origination fees.

Interest on loans and advances subject to individual
impairment is recognised on the basis of the impaired
value.

Dividends on shares are recognised in the Income
Statement when the General Meeting has approved the
Annual Report.

Income related to services rendered over a given period
of time accrues over the service period. This includes
guarantee commission and portfolio management fees.
Other fees are recognised in the Income Statement
once the transaction has been completed. This includes
securities transaction and safe-custody fees as well as
money transfer fees.

Commissions and fees are part of an on-going service
with BRF Kredit. By disseminating BRF loans, the Bank
regularly receives commissions for the loans arranged
by BRF. The commissions are recognised in the income
statement as they are received. Other commissions

are recognised in the profit and loss account on the
transaction date.

All realised and unrealised value adjustments of assets,
liabilities and derivatives measured at fair value are
recognised under value adjustments. Furthermore,

the impact from fair value hedge accounting is also
recognised under value adjustments, as well as fair
market value adjustments of foreign currencies

Other operating income includes items that are
secondary to the Bank’s activities, including gains and
losses on the sale of acquired investment and corporate
properties and other assets.

Furthermore, other operating income includes rental in-
come from properties after deducting operating expenses.
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Avlop og hall vid selu av bygningum verdur gjert upp
aftana fradratt av kostnadi og roknskaparliga virdinum,
ta sglan for fram.

Adrar vanligar inntgkur fevna eisini um“virdisjavnan” av
lanum, sum bankin hevur yvirtikid fra gamla Eik Banka
P/F, og sum fevna um positivar broytingar { mun til virdi
av yvirtiknu lanunum.

Utreidslur til starvsfolk og fyrisiting fevnir um lanir,
fritidarlen, eftirlenarveitingar o.s.fr. Harumframt eru
adrar vanligar rakstrarttreidslur og keyp av verum og
teenastum iroknadar.

Bankin hevur gjort eftirlenaravtalu vid starvsfélkini.
Avtalan hevur vid seer, at bankin hvenn manad
flytir eina avisa upphaedd inn a eina persénliga
eftirlonarkontu hja vidkomandi starvsfolki.
Eftirlonargjaldid verdur utreidslufert so hvert, sum
starvsfolkini hava vunnio reett til tad.

Adrar rakstrarttreidslur innihalda roknskaparpostar
av sekunderum slagi { mun til hevudsvirksemid hja
bankanum.

Inntekur fra assosieradum og tilknyttum felogum fevna
um hin lutfalsliga partin av trslitinum hja teimum
einstoku felogunum eftir skatt.

Skattur i drinum fevnir um vanligan skatt og um
broyting 1 itsettum skatti. Tann parturin, sum

kann avisast til urslitio 1 arinum, verdur tikin vid i
rakstrarroknskapin, medan tann parturin, sum kann
avisast til bokingar beinleidis a eginognina, verdur tikin
vid { eginognina.

Gains and losses on sales are calculated based on sales
price deducting cost and the carrying amount at the
date of the sale.

Other operating income also includes value adjustments
of loans acquired from the former Eik Banki P/F and
includes positive changes to the value of the acquired
loans.

Staff costs and administrative expenses comprise
salaries, holiday pay, pension costs, etc. Costs of goods
and services provided are also included here.

The Bank has entered into defined contribution pension
plans with the employees. Under defined contribution
pension plans, the Bank makes fixed contributions to
an independent pension fund, etc. The contributions are
recognised in the income statement as they are earned
by the employees.

Other operating expenses contain items of a secondary
nature relative to the Bank’s activities.

Income from associated and subsidiary undertakings
comprises the proportionate share of the individual
companies’results after tax.

Tax for the year, which comprises current tax for the
year and changes in deferred taxes, is recognised in
the income statement with the portion attributable to
the profit for the year, and directly in equity with the
portion attributable to amounts recognised directly in

equity.
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Figgjarstoda

Aogn 1 lanistovnum og tjédbankum fevnir um dogn

hja edrum lanistovnum og tidarinnskot 1 tjodbankum.
Aogn hja lanistovnum og tjédbankum verdur virdisasett
til amortiserad Gtveganarvirdi, sum lyst undir Gtlan og
onnur aogn.

Utlén og onnur dogn verda { fyrstu atlogu innroknad
til dagsvirdi, iroknad handilskostnad, men fradrigid
6maksgjold og stovningarprovisionir i sambandi vid
upptekuna av laninum. Utlan og onnur dogn verda
hareftir virdisasett til amortiserad ttveganarvirdi vid
at nyta effektiva rentuhattin og fradrigid nidur-
skrivingar.

Utlén og 4ogn verda javnan kannad fyri
nidurskrivingarterv ut fra fastlogdum objektivum
abendingum um virdisminking. Hetta verdur

gjort vid stakvis at meta um gll tydningarmikil og
krediteydmerkt atlan og adrar dognir og vid at flokka
atlan og adrar dognir 1 bélkar vid felags eydkenni vid
atliti til kredittvada, og hareftir meta um hesi a slikum
grundarlagi.

Nidurskrivingar verda gjordar fyri hverja tilsegn seer,
ta tad er ein objektiv abending um virdisminking a eini
slikari tilsegn.

Ein objektiv abending um virdisminking verdur roknad
at vera til stadar, um ein ella fleiri av hesum hendingum

tyriliggja:

Lantakarin er { figgjarligum trupulleikum
lantakarin heldur ikki treytirnar { avtaluni
Treytirnar { lansavtaluni vera gjordar linari vegna
lantakarans figgjarligu trupulleikar

ella tad er sannlikt, at lantakarin fer undir
trotabusvidgerd ella verdur umfatadur av adrari
figgjarligari endurreisn

Uppheeddin, sum verdur nidurskrivad, verdur uppgjerd
sum munurin millum roknskaparliga virdid adrenn
nidurskriving og nutidarvirdid av veentada framtidar
pengastreyminum fra laninum, iroknad uppgerdarvirdid
av meguligum trygdum. Einhver megulig heekkan av
nutidarvirdinum av veentadu framtidar peningastreym-
unum merkir annadhvert partvisa ella fulla aftur-
foring av nidurskrivingum. Fyri Gtlan vid fastari rentu
verdur upprunaliga effektiva rentan nytt til at rokna
nutidarvirdid, og verandi effektiva rentan verdur nytt til
atlan vid broytiligari rentu og adra dogn.

Balance sheet

Claims on credit institutions and central banks comprise
receivables from other credit institutions and time depos-
its with central banks. The valuation of claims on credit
institutions and central banks are measured at amortised
cost as described under Loans and other receivables.

Initially, loans and advances are recognised at fair value
plus directly attributable transaction costs, less fees and
commissions received, which are directly associated
with the granting of loans. Subsequently, loans and
advances are measured at amortised cost in accordance
with the effective interest method less impairment
provisions for bad and doubtful debts.

Loans, advances and other receivables are monitored con-
tinuously to assess whether there is any objective indication
of impairment and whether an impairment test shows any
losses. This is done by individually assessing all significant
and credit-quality flagged loans, advances and receivables
and by classifying loans, advances and receivables loans
into categories with uniform characteristics with respect to
credit risk and then assessing them on a portfolio basis.

Impairment is based on an individual assessment
of facilities when there is an objective indication of
impairment of an individual facility.

An objective indication of impairment is assessed to
be present, if one or more of the following events have
occurred:

the borrower is in financial difficulties

the borrower does not comply with the terms of contract
the Bank grants the borrower special terms that
would not have been granted in the absence of the
borrower’s financial difficulties

or it is likely that the borrower goes bankrupt or

will be subject to other economic restoration

Impairment is calculated as the difference between

the carrying amount and the discounted value of the
expected cash-flows, including the realization value

of any collateral. Any subsequent increase of this
discounted value of the expected cash-flows results in
full or partial reversal of impairments. For fixed interest
rate loans and advances, the original effective interest
rate is used to calculate the discounted value, while the
current effective interest rate is used for floating rate
loans and advances.
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Tey atlan og agddar, sum ikki eru nidurskrivad hver
seer, verda bolkad 1 ymiskar bolkar, og mett verdur um
nidurskrivingartervin  hverjum bolki seer.

Torvurin a bélkanidurskrivingum tekur stedi i eini
bélking av ttlanum, sum hava felags kredittvada
eydkenni. Bolkanidurskrivingar eru m.a. eetladar at
fevna um versnandi gjaldorku i teimum avisu bélkunum
og broytingar 4 gdrum ekjum, sum grundad a royndir
eru tongdar at bélkum av Gtlanum og dognum vid
vantandi gjaldorku. Bankin hevur fyra ymiskar bélkar:
ein bélk fyri privatkundar, tvinnanda bélkar fyri
vinnukundar og ein fyri almennar kundar.

Metingin av bélkunum verdur gjerd eftir einum
segmenteringsmyndli, sum er mentur av LOPI (Lokale
pengeinstitutter). Myndilin fastleggur samanhangin {
ymsu bolkunum millum stadfest tap og nakrar tydandi
serkendar fragreidandi landsbuskaparligar variablar
vid eini linjureettari regressionsgreining. Sum variablar
verdur m.a. brikt arbeidsloysi, htsaprisir, renta, tal av
trotabtigvum / tvingsilssglum v.m.

Segmenteringsmyndilin er { itgangsstedinum
utroknadur grundad 4 tapsupplysingar fyri allan
peningastovnsgeiran.

Bankin skal ti meta, um tillagast skal til egin vidur-
skifti, soleidis at tad eru hesi tilpassadu estimatini,

sum verda brukt { itrokningini av nidurskriving uppa
bélkar. Fyri hvenn bélk av ttlanum og agédum feest
eitt estimat, sum sigur, hvussu stér virdisminkingin er
prosentum av einum bélki a figgjarstedudagfestingini.
Vid at samanbera upprunaliga tapsvadan fyri

einstaka ttlanid vid tapsvadan vid endan & aktuella
roknskaparskeidnum, kemur fram uppheeddin fra
einstaka ttlaninum til nidurskrivingarnar fyri bolkar.

Borsskrasett virdisbrev verda virdisasett til dagsvirdi
grundad 4 almenna kursin vid arsenda. Ikki bersskrasett
virdisbrev verda somuleidis békad til dagsvirdi vid stedi
1 frymlum um avtaladar handilsprisir sambeert vidtekum
og odrum.

Kursjavningar av bersskrasettum og ikki barsskrasettum
virdisbrevum verda bokadar { rakstrinum sum
“Virdisjavningar”.

Tilknyttar fyritekur eru fyritekur, har bankin hevur
avgerandi avirkan. Kapitalparturin verdur virdisasettur
til innara virdi. Lutfalsligi parturin av arslitinum aftana
skatt verdur innroknadur i raksturin undir postinum

Loans and other advances that are not impaired on an
individual basis are classified into categories to assess
need for impairment by group.

A portfolio assessment is made on the basis of groups of
loans with uniform credit risk characteristic. Among oth-
er things, the portfolio impairment is intended to cover
deterioration in the payment behaviour for the relevant
portfolio and changes in other conditions that, based on
experience, are related to the extent of non-payment in
the relevant groups of loans, advances and receivables.
The Bank operates with four different groups: one group
for retail customers, two industry groups for business
customers and one group for public authorities.

The collective evaluation is made by a segmentation
model developed by the Association of“Lokale Penge-
institutter”. The model establishes the relation in the
individual groups between realized losses and some
significant explanatory macroeconomic variables through
a linear regression analysis. Variables included are among
other things unemployment, house prices, interest rates,
numbers of bankruptcies / foreclosures etc.

The segmentation model is basically calculated based
on the information on losses in all the Faroese financial
institutions.

The Bank must therefore assess whether adjustments
should be made to its own circumstances, so that it

is these adapted estimates that form the basis for the
calculation of collective impairment. For each group
of loans and receivables, an estimate is calculated,
which gives the percentage impairment related to a
given group of loans on the balance sheet date. The
addition each individual loan brings to the collective
impairments can be seen by comparing the individual
loan initial risk of loss with the loan loss risk at the end
of the current accounting period.

Listed securities are measured at fair value at the
settlement rate. Fair value is measured at closing

price at the balance sheet date. Unlisted securities are
also recorded at fair value determined on the basis of
models on agreed trading prices according to articles of
associations etc.

All current value adjustments on listed and unlisted
securities are recognised in the income statement as
“Fair value adjustments”.

Subsidiaries are entities in which the Bank has control.
Holdings in subsidiaries are measured at the equity
value of the entities in the financial statements of the
Bank. The proportionate share of the profit or loss after
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“Urslit av kapitalpartum { assosieradum og tilknyttum
fyritokum”.

Assosieradar fyritekur eru fyritekur, sum ikki eru
tilknyttar, men har bankin eigur partar { og hevur
tydandi, men ikki avgerandi dvirkan. Kapitalpartarnir
verda vid Gtvegan innroknadir til tveganarvirdid og
heretftir til innara virdid froknad keypt goodwill og
adrar uppheeddir, i0 standast av keypinum. Lutfalsligi
parturin av uUrslitinum aftana skatt verdur innroknadur
 raksturin undir postinum“Urslit av kapitalpertum {
assosieradum og tilknyttum fyritokum”.

[ tann mun bankin hevur millumverandi vid

tilknyttar ella assosieradar fyritekur vid meguligum
nidurskrivingartervi, verour ein mogulig nidurskriving
fyrst tikin umvegis kapitalpartin. Hetta verdur gjort vid
tilvising til, at kapitalparturin md metast at standa fyri
tapi adrenn millumverandi.

Eitthvert avlop ella hall { sambandi vid selu, verdur
roknad sum munurin millum netto seluupphaedd og
roknskaparliga virdid a yvirtekudegnum, og tad verdur
tiki® vid undir postinum“Adrar rakstrarinntekur /
rakstraratreidslur”.

Ritbanadur verdur bokadur til Gtveganarvirdi saman
vid innleggingarkostnadi og avskrivad yvir mettu
brikstidina, sum { mesta lagi er 7 ar. Ritbanadur, sum
bankin sjalvur hevur ment, verdur tikin vid um so er, at
Gtveganarvirdid kann gerast upp alitandi, og um so er,
at metingar visa, at framtidar inntekur hja bankanum
av at taka i nytslu slikan ritbinad eru lika stér sum
menningarkostnadurin.

Menningarkostnadur, sum verdur roknadur fyri at
verda ein 6itekilig ogn, verdur avskrivadur linjuraett
yvir mettu brikstidina, sum { mesta lagi er 5 ar.
Utreidslur { fyrireikingartidini verda ikki ognarferdar,
men verda rakstrarfordar so hvert. Roknskaparliga
virdid av oitekiligari ogn verdur endurmett javnan
og nidurskrivad gjegnum raksturin um so er, at
roknskaparliga virdio er sterri enn teer mettu
nettoinntekurnar, sum ognin kastar av seer.

Grundeki og bygningar verda bytt 4 Fyrisitingar- og
deildarbygningar” og”ﬂggubygningar”. Bygningar,
sum bankin hevur til egna nytslu, vera nevndir deildar-
bygningar, medan adrir bygningar verda nevndir

ilegubygningar.

llegubygningnar verda virdisasettir til dagsvirdid
grundad a ein avkastsmyndli.

Virdisjavnan av dagsvirdi og leiguinntekur vera avikavist

tax of the entities is recognised under”Profit/(Loss) on
holdings in associated and subsidiary undertakings”.

Associates are entities, other than subsidiaries, in which
the Bank has holdings and significant influence but not
control. Holdings in associates are recognised at cost at the
date of acquisition and subsequent measurement is at the
proportionate share of the equity value of the entities plus
acquired goodwill and other balances in connection with
the acquisition. The proportionate share of the profit or loss
after tax of the entities is recognised under”Profit/(Loss) on
holdings in associated and subsidiary undertakings”.

If the Bank has balances with associated and subsidiary
undertakings, with reported need for impairment, this
is primarily taken from the shareholding. This with
reference to the shareholding being considered lost
before outstanding balances.

Any profit or loss upon sale is calculated as the
difference between the net selling price and the carrying
amount at the transfer date and is recognized under
“Other operating income/expenses”.

Software acquired is measured at cost plus installation
expenses and depreciation according to the straight-line
method over the expected useful life of a maximum of

7 years. Self-developed software is recognized if the
cost can be reliably calculated and if analyses show that
the Bank’s future earnings from implementing such
software are equal to the associated development costs.

Development costs recognized as an intangible asset
are amortized on a straight-line basis over the expected
useful life of a maximum of five years. Expenses during
the planning stage are not included but expensed as
and when defrayed. The carrying amount of intangible
assets is periodically re-measured and written down
against the income statement if the carrying amount
exceeds the expected future net income from the busi-
ness or the asset.

Land and buildings are divided in Domicile buildings and
Investment properties. Properties that house the Bank’s
branches are classified as domicile properties, while other
properties are categorised as investment properties.

Investment properties are measured at fair value
determined based on an asset return method.

Fair value adjustments and rental income are recognised
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tikin vid undir postunum“Virrdisjavnan” og“Adrar
vanligar inntekur”.

Deildarbygningar skulu virdisasetast til endurmett virdi,
sum er dagsvirdid tann dagin, metingin verdur gjerd.
Metingin er grundad a ein avkastsmyndil (sum lyst

i fylgiskjali 8 i Roknskaparkunngerdini) vid fradratti

av gjerdum avskrivingum og meguligum tapum fra
virdisminking. Avskrivingar verda gjordar linjureett

yvir 50 ar vid stedi i einum mettum restvirdi. Grundeki
verda ikki avskrivad.

Av- og nidurskrivingar vera roknadar undir“Av- og
nidurskrivingar av 6itekiligum og itekiligum ognum”

i rakstrinum, uttan so at bygningurin adur hevur

verid uppskrivadur. Uppskrivingar verda innroknadar
beinleidis undir“uppskrivingargrunn”i eginognini,
uttan so at bygningurin adur hevur verid nidurskrivadur
yvir raksturin.

Bygningar, sum eru yvirtiknir { sambandi vid stedgad
kundasambond, verda annadhvert bélkadir sum*ognir 1
fyribils vardveitslu” ella sum“ileguognir”.

Onnur itekilig ogn, sum fevnir um rakstrartdl, innbagv
og innreettingar, verdur bokad til itveganarvirdi
fradrigid samanlagdar avskrivingar og nidurskrivingar
tyri mogulig tap fra virdisminking.

Avskrivingar vera gjerdar linjureett vid grundarlagi

i veentadu brikstidini hja ognunum, sum er 2-8 ar.
Avskrivingargrundarlagid er grundad a ttveganarvirdi
fradrigiod roknad restvirdi. Avskrivingar og tap fra
virdisminking verda innroknad i raksturin.

Ognir 1 fyribils vardveitslu eru itekiligar ognir og
figgjarligar ognir. T.e. kapitalpartar { felogum, sum
bankin hevur sum mal at selja innan 12 manadir.
Talan er um ognir og felog, sum eru yvirtikin orsakad
av misrgktum laniavtalum, umframt fyrrverandi
avgreidslubygningar hja bankanum, sum eru til selu.

Ognir 1 fyribils vardveitslu verda i fyrstu atlegu
innroknadar til dagsvirdi, ta hesar eru yvirtiknar.
Eftirfylgjandi eru hesar virdisasettar til leegru
uppheeddina av roknskaparligum virdi og dagsvirdi vid
fradratti av meguligum selukostnadi.

Ognir 1 tilknyttum felogum (fyribils yvirtiknar) verda
virdisasettar til leegra virdid av ttveganarvirdi/bokada
virdinum og dagsvirdinum vid fradratti av meguligum
solukostnadi.

Inntekur ella tap, sum stava fra nidurskrivingum uppa
ognir 1 fyribils vardveitslu, verda tiknar vio {
rakstrinum.

under“Fair Value Adjustments”and”other operating
income”respectively.

Domicile properties are measured at revaluated amount,
being its fair value determined based on an asset return
method (as described in appendix 8 in the executive
order of bank’s financial reporting) less accumulated
depreciation and any impairment losses. Depreciation

is made on a straight-line basis over 50 years and based
on an estimated residual value. Land is not depreciated.

Depreciation and impairment are recognized in the
income statement under”Depreciation, amortization and
impairment of intangible assets and property, plant and
equipment”unless the revalued amount of the building
previously has been increased. Increases in the revaluated
amount are recognized directly in equity under the item
“revaluation reserve” unless the building previously has
been written down in income statement.

Properties acquired as a result of the liquidation of
customer exposures are either recognized as assets in
temporary possession or investment property.

Other tangible assets, including equipment, and
furnishings are measured at cost upon acquisition less
accumulated depreciation and any impairment losses.

Depreciation is calculated according to the straight-line
basis over the expected useful lives, which is 2-8 years.
The basis for depreciation is calculated as cost less
residual value. Depreciation and impairment losses are
recognized in the income statement.

Assets in temporary possession comprise assets taken
over as a result of the liquidation of customer exposures,
the intention being to sell the assets within 12 months.
The Bank’s former domicile properties now for sale are
also stated here.

Assets in temporary possession are recognized at

fair value upon taking them over and subsequently
measured at the lower amount of carrying amount and
fair value less any selling costs.

Assets of group undertakings (in temporary possession)
are measured at the lower of cost/carrying amount and
fair value less any selling costs.

Income or loss on impairment upon temporary assets is
recognized in the income statement.
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Tidarskeidsavmarkingar, i eru tiknar vid sum ogn,
fevna um frammanundan goldnan kostnad til m.a. lenir,
6maksgjeld, husaleigu og rentur.

Tidarskeidsavmarkingar, sum eru tiknar vid sum skuld,
fevna um inntekur, sum eru méttiknar fyri arsenda, men
sum hoyra til komandi tidarskeid. Herf eru eitt nt rentur
og 6maksgjeld.

Tidarskeidsavmarkingar eru matadar til itveganarvirdio.

Skuld til lanistovnar og tjodbankar er innroknad a
transaktionsdegnum og verdur eftirfylgjandi matad til
amortiserad utveganarviroi.

Innlan og onnur skuld verdur innroknad a
transaktionsdegnum og verdur eftirfylgjandi matad til
amortiserad Gtveganarvirdi.

Utsettur skattur verdur uppgjerdur vid ttgangsstedi {
pllum tidarmunum millum roknskaparligu og skattligu
virdini & ognum og skyldum.

Utsettur skattur verdur asettur &4 degnum fyri figgjar-
steduni, grundad 4 teer skattareglur og teir skattasatsir,
sum eru galdandi, ta utsetti skatturin gerst aktuellur.

Utsett skattaogn, herundir skattavirdi av halli, sum kann
flytast fram, er mald til tad virdid, sum dognin veentandi
kann avhendast til, annahvert vid javning 1 skatti av
framti®ar inntekum ella vid métrokning 1 Gtsettum skatti.

Utsett skattaogn og —skylda verdur métroknad innan
fyri somu logfrediligu eind.

Utsett skattaogn, sum stavar fra tidarskeionum beint
eftir yvirtekuna av gamla Eik Banka P/F er t6, visandi
til eina varisliga meting av hesum, ikki upptikin {
roknskapinum.

Verandi skattaogn og skyldur vera innroknad i
figgjarsteduna vid eini uppheedd, sum kann grundast 4
mettu skattskyldugu inntekuna hja bankanum, javnad
fyri skatt fra skattskyldugu inntgkuni undanfarnu arini.
Skattaogn og skyldur vera vist sum nettotel { tann mun
ein métrokning er loyvd, og { tann mun postarnir skulu
avroknast netto ella samstundis.

Onnur ogn fevnir um rentur og 6maksgjold tilgédar
og positiv marknadarvirdi a avleiddum figgjara-
bodum.

Prepayments recorded as assets include prepaid
expenses relating to, inter alia, wages, commissions,
rents and interest.

Prepayments recorded as liabilities include income
that is received before the balance sheet date but relate
to future accounting periods, including income from
interest and commission.

Prepayments are measured at cost.

Debt to credit institutions and central banks is
recognised on the transaction date and subsequently
measured at amortized cost.

Deposits and other debt is recognised at the transaction
date and subsequently measured at amortized cost.

Deferred tax is measured on the basis of all timing
differences between the carrying amounts and tax
values of assets and liabilities.

Deferred tax is measured based on the tax rules and
tax rates applicable at the time when the deferred tax
is expected to capitalize as current tax based on the
legislation in force at the reporting date.

Deferred tax assets, including the tax value of tax loss
carried forward is measured at the value at which the
asset is expected to be realized, either by elimination in
tax on future earnings or against deferred tax liabilities.

Deferred tax assets and liabilities are offset within the
same legal tax entity.

However, deferred tax attributable to the period
immediately following the acquisition of the former Eik
Banki P/F is with reference to the caution not recorded
in the accounts.

Current tax assets and liabilities are recognized in the
balance with the amount that can be calculated on the
basis of the expected taxable income adjusted for tax on
prior years’taxable income. Tax receivables and liabilities
are offset to the extent that there is legal access to set
off, and to the extent that the items are expected to be
settled net or simultaneously.

Other assets include interest and commission’s
receivable as well as the positive market value of
derivative instruments.
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Onnur skuld fevnir um skyldugar rentur og negativt
marknadarvirdi 4 avleiddum figgjarambodum.

Avsett moéti skyldum fevnir millum annad um avset-
ingar moti tapi av abyrgdum, tapsgevandi avtalum
og reettarmalum vm. Finansiellar abyrgdir verda inn-
roknadar fyrstu fer til dagsvirdid, sum oftast svarar
til mottiknu abyrgdarprovisionina. Eftir hetta verda
abyrgdirnar virdisasettar til tad sterra virdid av mot-
tiknu abyrgdarprovisiénin amortiserad yvir dbyrgdar-
tidarskeidid og eina moguliga avseting moti tapi.

Avseting verdur gjord av einari abyrgd ella tapsgevandi
avtalu, um tad er sannlikt, at abyrgdin ella avtalan
verdur effektuerad, og um steddin a skylduni kann
gerast alitandi upp. Avsetingar moti skyldum byggja

a eina meting hja leidsluni av steddini a skylduni.
Uppheeddin verdur afturdiskonterad, um hetta hevur
tydning.

Uppskot frd nevndini um vinningsbyti verdur vist sum
ein serstakur postur undir eginognini. Ta uppskotio

er samtykt a adalfundinum, verdur vinningsbytid
innroknad sum skuld.

Partapeningur bankans er 100 mié. kr. Partapeningurin
er ikki flokkadur.

Other liabilities include interest payable, the negative
fair market value of financial instruments and employee
benefits payable.

Provisions include provisions for guarantees, provisions
for onerous contracts and legal actions etc. Initial
recognition of financial guarantees is at fair value, which
is often equal to the guarantee premium received.
Subsequent measurement of guarantees is at the higher
of the guarantee premium received amortised over the
guarantee period and any provision made.

A provision for a guarantee or an onerous contract
is recognised if claims for payment under the
guarantee or contract are probable and the size of
the liability can be measured reliably. Provisions are
based on management’s best estimates of the size of
the liabilities. Measurement of provisions includes
discounting when significant.

Proposed dividend for the year is recognised as a
separate item in equity until adoption. Proposed
dividend is recognised as a liability at the date of
adoption by the Annual General Meeting.

The Bank’s share capital is 100 million DKK. The share
capital not divided into classes.
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Nota

DKK 1.000 2014 2013
Rentuinntekur / Interest Income

Aogn { lanistovnum og tjédbankum /

Claims on credit institutions and central banks 2.163 1.258
Utlan og onnur dogn / Loans and other claims 254.085 284.413
Lansbrev / Bonds 36.676 27.779
Avleidd figgjarambod / Derivative financial instruments -14.300 -21.656
Herav: / Of which recognised as:

Rentusattmalar / Interest contracts -14.300 -21.656
Adrar rentuinntekur / Other interest income 464 395
Rentuinntekur tilsamans / Total interest income 279.087 292.189
Rentutitreidslur / Interest expenses
Lanistovnar og tjodbankar / Credit institutions and central banks 32 3.389
Innlan og onnur skuld / Deposits and other debt 36.746 40.686
Adrar rentutitreidslur / Other interest expenses 201 0
Rentutitreidslur tilsamans / Total interest expenses 36.979 44.075
Omaksgjeld og provisiénsinntekur / Fee and commission income
Virdisbreevahandil og goymslur / Security and custody accounts 2.080 1.011
Gjaldmidling / Credit transfers 12.677 10.654
Avgreidslugjeld / Loan fees 12.150 10.880
Garantiprovisiéon / Guarantee commissions 3.100 2.813
Onnur émaksgjeld og provisionir / Other fees and commisions 32.484 41.102
Omaksgjeld og provisionsinntekur tilsamans / Total fee and commission income 62.491 66.460
Virdisjavnan / Fair value adjustments
Léansbrov / Bonds -23.022 -14.396
Partabrev / Shares -8.880 526
flogubygningar / Investment properties 0 -544
Gjaldoyra / Currencies 5.807 -5.503
Avleidd figgjarambod / Derivative financial instruments -20.968 36.366
Adrar skyldur / Other liabilities 0 233
Virdisjavnan tilsamans / Total market value adjustements -47.065 16.682
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Nota DKK 1.000 2014 2013
6 Adrar vanligar inntekur / Other operating income
Virdisjavnan av yvirtiknum lanum /Value adjustment of acquired loans 9.193 23.061
Adrar vanligar inntgkur / Other operating income 3.611 1.391
Tilsamans / Total 12.804 24.452
7 Utreidslur til starvsfélk og umsiting / Staff costs and administrative expenses

Stni Schwartz Jacobsen, forstjéri / CEO 1) 4) 5)

Lon / Salary 2.451 2.343
Pensjén / Pension 3) 477 414
Tilsamans / Total 2.929 2.757

Nevnd / Board of Directors 2) 4)

Torben Nielsen, Nevndarformadur / Chairman 630 630
Gunnar i Lida, Neaestformadur / Deputy Chairman 420 420
Jakup Egholm Hansen - fra juni 2014 / from June 2014 117 0
Ben Arabo 210 210
Jéhannes Danielsen 0 88
Jorn Astrup Hansen 210 210
Kristian Ostergaard 210 210
Jonleif Th. Jakobsen 210 210
Sverri Justinussen 210 210
Regin Hammer - til desember 2013 / until december 2013 0 210
Arni Jakobsen 210 122
Nevnd / Board of Directors 2.427 2.520
Stjérn og nevnd tilsamans / Executive Board and Board of Directors total 5.355 5.277

1) Forstjérin kann av Eik Banki uppsigast vid 24 manadar freist og kann sjalvur siga upp
vid 3 méanadar freist. / The chief executive officer has a notice of termination of 24 months
from Eik Banki, and can resign with 3 months notice.

2) Nevndarlimir hava ikki reett til samsyning, eftir at teir eru farnir frd. / Members of the
Board of Directors are not entitled to any benefits upon termination of employment.

3) Stjérn og starvsfolk eru fevnd av eini eftirlonarskipan / The Chief Executive Officer as
well as the staff are included in a defined contribution plan.

4) Hverki nevnd, stjérn ella starvsfélk eru fevnd av nakrari bonusskipan, sum er sett {
verk av bankanum / Neither members of the board, the management nor employees are
covered by any incentive program initiated by the bank.

5) Friur bilur, virdi 4 TDKK 89 skal leggjast afturat. / To which must be added employer-
paid car with a tax value of TDKK 89.

6) Leidslubolkurin fevnir um: / Other executives includes: Jean Djurhuus, Ole Guldborg
Nielsen, Olav S. Guttesen, Ussur S. Nolsge og Séleyd Hofgaard.
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Nota DKK1.000 2014 2013
Utreidslur til starvsfélk og umsiting (framh.) /
Staff costs and administrative expenses (cont.)
Starvsfélkattreidslur / Staff costs
Lonir / Salaries 72.040 76.639
Eftirlonir / Pensions 3) 11.699 11.860
Utreidslur til sosiala trygd / Social security costs 12.380 14.689
Tilsamans / Total 96.120 103.188
Adrar umsitingarttreidlsur / Other administrative expenses 61.192 63.564
Utreidslur til starvsfélk og umsiting tilsamans /
Staff costs and administrative expenses total 162.667 172.029
Midaltalid 4 arsverkum / Average number of employees, full time equivalent 177 174
Lon til leidslubélkin / Remuneration of other executives 6)
Lenir / Salaries 4.726 4.256
Eftirlenir / Pensions 639 526
Tilsamans / Total 5.365 4.782
Samsyning til grannskodarar valdir av adalfundinum /
Fee to the public accountants elected by the General Meeting
Samsyning fyri grannskodan / Audit Fee 875 991
Adrar teenastur / Other services 51 218
Tilsamans / Total 926 1.209
Av- og nidurskrivingar av 6itekiligum og itekiligum ognum /
Depreciations and impairments of intangible and tangible assets
Oitokiligar ognir / Intangible assets
Avskrivingar / Depreciation 138 656
Nidurskrivingar / Impairments 0 817
Oitekiligar ognir tilsamans / Total intangible assets 138 1.474
ftekiligar ognir / Tangible assets
Fyrisitingar- og deildarbygningar, avskrivingar /
Domicile properties, depreciation 1.345 1.739
Nidurskr. av reklassifiseradum bygningum /
Impairments on reclassifications 1.095 0
Fyrisitingar- og deildarbygningar, nidurskriving /
Domicile properties, impairments 0 7.849
Onnur itekilig ogn, avskrivingar / Other tangible assets, depreciation 1.965 2.065
Itokiligar ognir tilsamans / Total tangible assets 4.405 11.653
Av- og nidurskrivingar av éitekiligum og itekiligum ognum tils. /
Total depreciation and impairments of intangible and tangible assets 4.543 13.127
Adrar rakstraritreidslur / Other operating expences
Garantiprovision Finansiel Stabilitet /
Guarantee commission Finansiel Stabilitet 0 1.075
Nettotutreidsla Indskydergarantifonden /
Net cost Private Contingency Association 6.655 8.753
Adrar rakstrarttreidslur / Other operating expences -390 390
Adrar rakstrartatreidslur tilsamans / Total other operating expences 6.265 10.218
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Nota DKK 1.000 2014 2013

11 Nidurskrivingar av Gtlanum og adrari ogn /
Impairment of loans advances, receivables etc.
Tol, id eru vid i figgjarsteduni / Balance Sheet Items
Staknidurskrivingar / Individual impairments
Staknidurskrivingar primo / Impairments year begin 305.619 343.811
Nidurskrivingar og virdisbroytingar { arinum /
Impairments and value adjustments during the year 110.283 55.396
Afturferdar nidurskrivingar / Reversed individual impairments -85.110 -58.242
Stadfest tap, adur nidurskrivad /
Previous impairments now confirmed loss -80.666 -35.346
Staknidurskrivingar vid arsenda /
Total individual impairments end period 250.126 305.619
Bélkanidurskrivingar / Collective impairments
Nidurskrivingar primo / Impairments year begin 53.875 57.425
Nidurskrivingar og virdisbroytingar i drinum /
Impairments and value adjustment during the year 9.720 8.108
Afturferdar nidurskrivingar / Reversed individual impairments -16.514 -11.658
Bélkanidurskrivingar vid drsenda / Total collective impairments 47.080 53.875
Avseting til tap av abyrgdum / Provisions for losses on collaterals
Avseting til tap av abyrgdum primo /
Provisions for losses on guarantees year begin 1.658 2.500
Avsett og virdisbroytingar { rinum /
Impairments and value adjustment during the year 7.525 158
Afturford avseting / Reversed provisions for losses -108 -1.000
Avsett uppa abyrgdir vid arsenda /
Provisions for losses on guarantees end period 9.075 1.658
Tol, i0 eru vid i rakstrarroknskapinum /
Impairments included in the income statement
Nidurskrivingar / Impairments
Nidurskrivingar og virdisbroytingar { arinum /
Impairments and value adjustments during the year 120.003 63.505
Afturferdar nidurskrivingar / Reversed individual impairments -101.624 -69.900
Virdisbroyting av yvirtiknum ognum /
Value adjustment for acquired assets -36.551 50.579
Renta av nidurskrivingum /
Revenue from interests on impairments on loans -13.798 -17.729
Stadfest tap, har ikki er nidurskrivad frammanundan /
Write offs without prior impairment 685 604
Inngoldid & adur stadfest tap / Paid into previous depreciated claims -5.045 -2.863
Nidurskrivingar i rakstarroknskapinum /
Impairments included in the income statement -36.331 24.196
Avsett méti tapi / Provisions for losses
Avsett og virdisbroytingar { arinum /
Impairments and value adjustment during the year 7.525 158
Afturford avseting / Reversed provisions for losses -108 -1.000
Avsett i rakstrarroknskapinum /
Provisons for losses included in the income statement 7.417 -842
Nidurskrivingar tilsamans i rakstrarroknskapinum /
Total impairments in the income statement -28.914 23.354
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Nota DKK 1.000 2014 2013
Urslit av kapitalpertum { assosieradum og tilknyttum fyritelkum /
Income from associated and subsidiary undertakings
Urslit av kapitalpertum { assosieradum fyritakum /
Income from associated undertakings -1.500 0
Urslit av kapitalpartum { tilknyttum fyritekum /
Income from subsidiary undertakings 600 540
Vinningur og -tap vio selu av kapitalpertum /
Profit and loss from sold undertakings 374 1.000
Urslit av kapitalpertum { assosieradum og tilknyttum fyritekum tilsamans/ Total
income from associated and subsidiary undertakings -526 1.540
Skattur / Tax
Utsettur skattur / Deferred tax -10 -12.771
Javning av skatti / Adjusment of tax -22.182 -10.768
Skattur tilsamans / Total tax -22.192 -23.539
Skattur kann sundurgreinast soleidis: /
Tax for the year can be broken down as follows:
Roknadur skattur av arstrsliti / Calculated tax of profit for the year -22.158 -23.999
Inntekur og utreidslur, id skattur ikki roknast av /
Non-taxable income and non-deductable expenses 61 183
Urslit av kapitalpertum { assosieradum og tilknyttum fyritekum /
Income from associated and subsidiary undertakings -95 277
Tilsamans / Total -22.192 -23.539
Effektivt skattaprosent / Effective tax rate 17,9% 17,7%
Aogn i lanistovnum og tjédbankum /
Claims on credit institutions and central banks
Aogn 1 lanistovnum / Claims on credit institutions 229.962 288.242
Aogn i lanistovnum og tj6dbankum tilsamans /
Total claims on credit institutions and central banks 229.962 288.242
Aogn i lanistovnum og tjédbankum /
Claims on credit institutions and central banks
Uttan uppsegn / Demand deposits 141.819 204.495
Til og vid 3 manadir / Up to 3 months 15.483 14.957
Fra 3 manadum til og vid 1 ar / Over 3 months and up to 1 year 29.841 28.252
Fra 1 ari til og vid 5 ar / Over 1 year and up to 5 years 1.991 1.885
Yvir 5 ar / Over 5 years 40.827 38.653
Aogn i lanistovnum og tj6dbankum tilsamans /
Total claims on credit institutions and central banks 229.962 288.242
Sum trygd fyri rentuswappum standa kontant innistandandi &: / As collateral for interest
rate swaps there are deposited a total of: 72.659 68.789
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Nota DKK 1.000 2014 2013
15 Utlan og onnur dogn / Loans and other claims
Utlan og onnur dogn til amortiseradan kostpris /
Loans and other claims at amortised cost 5.015.613 4.847.736
Utlan og onnur dogn tilsamans / Total loans and other claims 5.015.613 4.847.736

Utlan og onnur dogn / Loan and other claims

Uttan uppsegn / Demand deposits 0 0
Til og vid 3 manadir / Up to 3 months 174.344 188.940
Fra 3 manadum til og vid 1 ar / Over 3 months and up to 1 year 516.562 463.332
Fra 1 ari til og vid 5 ar / Over 1 year and up to 5 years 1.742.056 1.649.757
Yvir 5 ar / Over 5 years 2.582.650 2.545.707
Utlan og onnur dogn tilsamans / Total loans and other claims 5.015.613 4.847.736

Bankin hevur partvis nidurskrivad ein part av itldanum og adrari dogn, orsakad av
objektivari indikation um virdisminking: / As an objective indication of value impairment
has occured, Eik Banki P/F has partially impaired parts of the Bank’s loans and other
claims

Utlan og onnur aogn adrenn nidurskrivingar /

Loans and other claims before impairments 518.138 562.642
Nidurskrivingar / Impairments -250.126 -305.619
Utlan og onnur dogn vid objektivari indikatién eftir nidurskriving /

Total loans and other claims after impairments 268.012 257.023

Utlan, dogn og abyrgdir bytt eftir sektorum og vinnum i prosent /
Loans , advances, and guarantees by sectors and industries, in per cent

Almennir myndugleikar / Total public sector 5,7% 8,2%

Vinnuliv / Commercial sector

Landbtnadur, veida og skégbrik / Agriculture, hunting and forestry 0,1% 0,1%
Fiskiskapur / Fishing 6,3% 6,9%
Framleidsla og rdevnisvinna / Manufacturing and mining utilities 9,4% 10,2%
Streymveiting o.l. / Energy supply, etc. 3,2% 0,0%
Byggivirksemi / Building and construction 1,1% 2,5%
Handil / Commerce 6,6% 6,1%
Flutningur, matstovu- og hotelvirksemi / Transport, restaurants and hotels 5,5% 5,5%
Samskifti / Information and communicating 0,5% 0,1%
Figgjar- og tryggingarvirksemi / Finance and insurance 0,7% 0,4%
Ognarfyrisiting og -handil, handilsteenasta /

Property administration, purchase and sale, business service 6,4% 6,0%
Adrar vinnur / Other industries 2,5% 3,0%
Vinnuliv tilsamans / Total commercial sector 42,3% 40,8%
Privat / Total retail sector 52,0% 51,0%

Utlan tilsamans / Total loans and advances 100,0% 100,0%
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Nota DWKK 1.000 2014 2013

16

17

18

Lansbrov til dagsvirdi / Bonds at fair value

Statslansbrev / Government bonds 270.945 211.231
Realkredit lansbrev / Mortgage credit bonds 1.445.638 1.041.552
Onnur lansbrev / Other bonds 207.279 102.669
Lansbrov tilsamans / Total bonds at fair value 1.923.861 1.355.452

Sum trygd fyri clearing og avvikling v.m. eru lansbrev logd sum trygd i Tjodbankanum og

BRF Kredit A/S fyri eitt samlad kursvirdi a: / In connection with clearing and settlement

etc. bonds have been deposited with the Danish Central Bank and BRF Kredit A/S for a

total of: 371.071 386.197

Partabrov / Shares
Skrésett & keypsskalanum i Keypmannahavn /

Shares listed on the Copenhagen Stock Exchange 37.355 44.298
Skrasett 4 odrum keypsskalum / Shares listed on other stock exchanges 15.327 13.847
Onnur partabrgv / Other shares 17.684 17.416
Partabrev tilsamans / Total shares 70.366 75.561

Kapitalpartar i assosieradum fyritekum /
Holdings in associated undertakings

Samladur keypsprisur vid arsbyrjan / Total acquisition value, beginning 102.703 107.593
Tilgongd / Additions 1.500 0
Fragongd / Disposals 0 -4.890
Samladur keypsprisur vid arsenda / Total acquisition value at year end 104.203 102.703
Upp- og nidurskrivingar vid arsbyrjan /

Revaluation and write-downs, beginning -102.703 -107.593
Nidurskrivingar / Impairments -1.500 0
Afturforingar / Reversals of revaluations 0 4.890
Upp- og nidurskrivingar vid arsenda /

Revaluation and impairments at year end -104.203 -102.703
Kapitalpartar vid arsenda / Book value at year end 0 0

Kapitalpartar i assosieradum fyritekum / Holdings in associated undertakings

Utslit / Profit/

Heimstadur/ Ognarpartur/ Partapeningur Eginpeningur loss for the

Place Ownership /Share-capital / Equity year

Fastogn P/F Toérshavn 50,0% 151.540 180.763 4.771
Elektron P/F Térshavn 25,0% 6.701 23.385 -19.782

Sambueert seinastu arsfragreiding, sum er tok / The information disclosed is extract from the companies' most recent
annual reports
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Nota DKK 1.000 2014 2013
Kapitalpartar i tilknyttum fyritekum / Holdings in subsidiary undertakings
Samladur keypsprisur vid arsbyrjan / Total acquisition value, beginning 23.735 23.735
Fragongd / Disposals -14.044 0
Samladur keypsprisur vid arsenda / total acquisition value at year end 9.691 23.735
Upp- og nidurskrivingar vid arsbyrjan /
Revaluation and write-downs, beginning -10.768 -11.308
Urslit { drinum / Result for the year 600 540
Fragongd / Disposals 9.980 0
Upp- og nidurskrivingar vid drsenda /
Revaluation and impairments at year end -188 -10.768
Kapitalpartar vid arsenda / Book value at year end 9.503 12.967
Kapitalpartar i tilknyttum fyritekum / Holdings in subsidiary undertakings
Parta- Urslit / Profit/
Heimstadur/ Ognarpartur/ peningur/ Eginpeningur loss for the
Place Ownership  Share-capital / Equity year
INNI P/F Térshavn 100% 500 9.503 600
13. februar 1997 P/F Térshavn 100% 0 0 374
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DKK 1.000 2014 2013
Oitekiligar ognir / Intangible assets

Samladur keypsprisur vid arsbyrjan / Acquisition value, beginning 33.811 33.601
Tilgongd / Additions 148 210
Samladur keypsprisur vid arsenda / Acquisition value, at year end 33.959 33.811
Av- og nidurskrivingar vid drsbyrjan / Depreciation, beginning -33.666 -32.193
Avskrivingar / Depreciation -138 -656
Nidurskrivingar / Impairments 0 -817
Av- og nidurskrivingar vid arsenda /

Depreciation and impairments at year end -33.804 -33.666
Oitekiligar ognir tilsamans / Book value, at year end 155 145
flegubygningar / Investment properties

Samladur keypsprisur vid arsbyrjan / Acquisition value, beginning 5.295 3.155
Reklassifikatién / Reclassification 900 2.140
Samladur keypsprisur vid arsenda / Acquisition value, at year end 6.195 5.295
Nidurskrivingar vid arsbyrjan / Impairments, beginning -640 0
Niourskrivingar / Impairments 0 -544
Reklassifikatién / Reclassification 0 -96
Nidurskrivingar vid drsenda / Impairments at year end -640 -640
flogubygningar tilsamans / Investment properties at year end 5.555 4.655
Fyrisitingar- og deildarbygningar / Domicile properties

Samladur keypsprisur vid arsbyrjan / Acquisition value, beginning 119.948 123.738
Tilgongd / Additions 14.000 0
Reklassifikatién / Reclassification -1.996 -3.790
Samladur keypsprisur vid arsenda / Acquisition value at year end 131.952 119.948
Av- og nidurskrivingar vid arsbyrjan / Impairments, beginning -21.531 -12.229
Avskrivingar / Depreciation -1.345 -1.739
Niourskrivingar / Impairments 0 -7.849
Reklassifikation / Reclassification 0 286
Av- og nidurskrivingar vid drsenda / Impairments at year end -22.876 -21.531
Fyrisitingar- og deildarbygningar tilsamans /

Domicile properties at year end 109.077 98.417
Onnur itekilig ogn / Other tangible assets

Utveganarvirdi vid arsbyrjan / Acquisition value, beginning 14.329 12.713
Tilgongd / Additions 2.179 1.616
Fragongd / Disposals -1.307 0
Utveganarvirdi vid arsenda / Acquisition value at year end 15.201 14.329
Av- og nidurskrivingar vid arsbyrjan /

Depreciation and impairments, beginning -7.537 -5.472
Avskrivingar / Depreciation -1.965 -2.065
Afturferdar av- og nidurskrivingar /

Reversal of depreciation and impairments 715 0
Av- og nidurskrivingar vid arsenda /

Depreciation and impairments at year end -8.787 -7.537
Onnur itekilig ogn tilsamans / Book value, at year end 6.414 6.792
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25

26

27

2014 2013
Utskotin skattaogn og skattaskuld / Deferred tax assets and liabilities
Utskotin skattur vid drsbyrjan / Deferred tax, beginning 163 12.935
Broytingar i ttsettum skatti / Changes in deferred taxes -10 -12.771
Utskotin skattaogn og skattaskuld tilsamans /
Total deferred tax assets and liabilities 153 163
Ttokilig ogn / Tangible assets 153 163
Utskotin skattaogn og skattaskuld tilsamans /
Total deferred tax assets and liabilities 153 163
Ognir i fyribils vardveitslu / Assets in temporary possession
Keypsprisur vid arsbyrjan / Acquisition value, beginning 292.850 281.353
Reklassifikation / Reclassification 0 1.461
Tilgongd / Additions 5.049 30.006
Fragongd / Disposals -187.705 -19.970
Samladur keypsprisur vid arsenda / Acquisition value at year end 110.194 292.850
Virdisbroytingar vid arsbyrjan /Value adjustments, beginning -137.831 -36.739
Virdisbroytingar i drinum /Value adjustments during the year -11.584 -102.802
Afturferdar virdisbroytingar i samband vid fragongd /
Reversed value adjustments on disposals during the year 107.164 1.710
Virdisbroytingar vid drsenda / Value adjustments at year end -42.251 -137.831
Fyribils yvirtiknar ognir vid arsenda /
Assets in temporary possession at year end 67.943 155.019
Ognir 1 fyribils vardveitslu fevna um ognir og felag, id bankin hevur yvirtikid, og sum
oll eru sett til selu. Harumframt fevnir posturin um avgreidslubygningar hja bankanum,
sum nu eru settir til selu. Felogini eru virdisasett til marknadarvirdi, og bankin veentar,
at aktivini kunnu seljast innan 12 manadir. Bankin roynir ahaldandi at selja hesar ognir,
og bankin hevur soleidis ongar eetlanir um at vardveita ognirnar. / Assets in temporary
possession comprises assets and companies which the Bank has taken over and are all
held for sale. The Bank's former domicile properties set for sale are also stated here. The
assets are recognized at fair value less selling cost and are expected to be disposed within
12 months.The Bank continually seeks to sell these assets.
Onnur ogn / Other assets
Positivt marknadarvirdi 4 avleiddum figgjarambodum v.m. /
Positive fair value of derivative financial instruments etc. 1) 19.279 8.056
Rentur tilgédar / Accrued interest 17.150 13.485
Onnur ogn / Other assets 15.758 16.827
Onnur ogn tilsamans / Total other assets 52.187 38.368
1) Swappar eru partur av avleiddum figgjarambodum. Hesir eru innroknadir til dagsvirdi
vid drsenda. Ovissan { postinum er tongd at framtidar marknadarrentuni. / Derivative
financial instruments contain Swaps, which are recognized at fair value at year-end. The
uncertainty is connected to future market interest.
Skuld til lanistovnar og tj6dbankar /
Debt to credit institutions and central banks
Skuld til Ianistovnar / Debt to credit institutions 8.407 30.560
Skuld til lanistovnar og tjédbankar tilsamans /
Total debt to credit institutions and central banks 8.407 30.560
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DKK 1.000 2014 2013
Skuld til lanistovnar og tj6dbankar (framh.) /

Debt to credit institutions and central banks (cont.)

Uttan uppsegn / Demand deposits 8.405 20.560
Til og vid 3 manadir / Up to 3 months 1 10.000
Fra 3 manadum til og vi® 1 ar / Over 3 months and up to 1 year 1 0
Skuld til lanistovnar og tj6dbankar tilsamans /

Total debt to credit institutions and central banks 8.407 30.560
Innlan og onnur skuld / Deposits and other debt

Innlan uttan uppsegn / Deposits on demand 3.384.417 3.081.641
Innlan vid uppsegn / Deposits at notice 1.080.054 1.299.885
Tidarinnskot / Time deposits 1.025.688 895.375
Serligir innlansheettir / Special categories of deposits 515.268 519.129
Innlan og onnur skuld tilsamans / Total deposits and other debt 6.005.426 5.796.030
Innlan og onnur skuld / Deposits and other debt

Uttan uppsegn / On demand 3.384.417  3.081.641
Til og vid 3 manadir / Up to 3 months 874.704 1.006.053
Fra 3 manadum til og vid 1 ar / Over 3 months and up to 1 year 1.341.322 1.173.824
Fra 1 ari til og vid 5 ar / Over 1 year and up to 5 years 128.467 232.091
Yvir 5 ar / Over 5 years 276.516 302.421
Innlan og onnur skuld tilsamans / Total deposits and other debt 6.005.426 5.796.030
Onnur skuld / Other liabilities

Negativt marknadarvirdi 4 avleiddum figgjarambodum v.m. /

Negative fair value of derivative financial instruments etc. 1) 91.566 57.999
Skyldugar rentur og provisiénir / Payable interests and provisions 6.974 5.821
Onnur skuld / Other liabilities 114.172 90.576
Onnur skuld tilsamans / Total other liabilities 212.712 154.396
1) Swappar eru partur av avleiddum figgjarambodum. Hesir eru innroknadir til dagsvirdi

vid drsenda. Ovissan 1 postinum er tongd at framtidar marknadarrentuni. / Derivative

financial instruments contain Swaps, which are recognized at fair value at year-end. The

uncertainty is mainly connected to future market interest.

Tol, i3 ikki eru tikin vid i javna / Off-balance sheet items

Abyrgdir v.m./ Guarantees and other contingent liabilities

Figgjarligar abyrgdir / Financial Guaranties 145.391 147.883
Abyrgdir fyri realkreditlanum / Loss guarantees for mortage loans 453.367 502.235
Adrar abyrgdir / Other contingent liabilities 75.894 70.831
Abyrgdir v.m. tilsamans / Total guarantees and other contingent liabilities 674.651 720.949
Adrar skyldur / Other commitments

Tilsagnir / Irrevocable credit commitments 14.000 57.000
Adrar skyldur tilsamans / Total other commitments 14.000 57.000
Tol, 10 ikki eru tikin vid i javna tilsamans / Total off-balance items 688.651 777.949

Moguligar ognir / Contingent assets

Eik Banki P/F hevur ongar "Moguligar ognir" /
Eik Banki P/F has no contingent assets.
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33

Nerstandandi partar / Partar vio
Related parties tydandi avirkan/ Atknytt felog / Nevnd / Stjérn /
Parties with sig-  Leysliga atknytt Subsidiary Board of  Executive
nificant influence felog/ Associates undertakings Directors Board

2014 2013 2014 2013 2014 2013 2014 2013 2014 2013

Ogn / Assets
Lan og lanitilsagnir /

Loans and loanassurance 0 0 163.855 171.392 0 67.728 3514 3.501 0 0
Tilsamans / Total 0 0 163.855 171.392 0 67.728 3.514 3.501 0 0
Skuld / Liabilities

Innlan / Deposits 202.847 142.001 7.466 2.382 10.103 25.557 3.428 3.211 597 508
Tilsamans / Total 202.847 142.001 7.466 2.382 10.103 25.557 3.428 3.211 597 508
Tel, id ikki eru tikin vid i

javna / Off-balance sheet

items

Abyrgdir / Guarantees 0 0 0 350 0 10.987 0 0 0 0
Tilsamans / Total 0 0 0 350 0 10.987 0 0 0 0
Rakstur / Income

Rentuinntekur /

Interest income 0 0 10.745 11495 1.740 4.704 96 61 0 0
Rentuttreidslur /

Interest expense 1.381 1.326 16 0 131 139 31 19 0 0
Inntekur av 6maksgjeldum/

Fee income 2.432 0 1.641 1.654 148 404 9 18 0 0
Adrar inntekur /

Other income 175 199 1 1 415 135 0 0 0 0
Adrar utreidslur /

Other expenses 0 0 0 0 860  1.196 0 0 0 0
Tilsamans / Total 3.988 1.525 12.403 13.150 3.294 6.578 136 98 0 0

Partar vio tydandi avirkan fevnir um partar sum hava ein ognarlut sterri enn 20% av Eik Banka P/F, ella sum hava
tydandi avirkan a annan hatt. Eitt yvirlit yvir atknytt og leysliga atknytt felag finst i notu 19 og 20. / Parties with
significant control means parts that hold a share larger than 20 per cent of Eik Banki P/F, or that otherwise have
significant control. See notes 19 and 20 for a list of subsidiaries and associated companies.

Rentusatsurin fyri lan til atknytt felog liggur millum 5,00 - 5,50% og fyri leysliga atknytt feleg 5,00 - 8,08 %.
Rentusatsturin fyri lan til nevndarlimir er 3,4%. / The interest rate on loans to subsidiaries varies between 5.00 - 5.50
per cent, and 5.00 - 8.08 per cent to associated companies. The interest rate on loans to members of the Board of
Directors is 3.4 per cent.

Moguliga skyldir / Contingent liabilities

Bankin hevur gjort avtalu vid Skandinavisk Data Center A/S um KT-veitingar. Um bankin sigur upp hesa avtalu i
uppsagnartidini, er bankin bundin at gjalda i mesta lagi 83 mié.kr., (2013: 49 mi6.kr) sum svarar til tad id midal atti at
verid goldid pr. manad fyri tilsamans 36 manadir. / The Bank has entered into an agreement with Skandinavisk Data
Center A/S regarding IT services. Withdrawing from this agreement within the period of notice, the Bank is obliged to
pay no more than 83 mill. DKK (2013: 49 mill. DKK), equivalent to what the average would have been paid by month
for a total of 36 months.

Bankin hevur { 2014 yvirtikid ein bygning, sum hevur vedskuld. Bygningurin er bokadur til 14 mié. kr. og hevur
lanveitarin tinglyst ved aljodandi 23 mi6. kr. { bygninginum / The bank has in 2014 acquired a building that is pledged.
The building is recorded at 14 mill. and the lender has a morgage for 23 mill. in the building.

Bankin er harafturat partur { ymiskum reettarmalum. Mett verdur regluliga um hesi mal, og neydugar avsetingar
verda gjordar, har mett verdur, at vandi er fyri tapi. Mett verdur ikki, at hesi reettarmal fara at hava serliga avirkan
a figgjarligu stodu bankans /The Bank is party to various legal proceedings. The cases are assessed continuously
and the necessary provisions are made based on the estimated risk of loss. The pending legal proceedings are not
expected to materially affect the Bank’s financial position.
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/ Key Ratios 1)

Solvensur og kapitalur / Solvency and capital ratios
Solvensprosent / Solvency ratio
Kjarnukapitalprosent / Core capital ratio

Vinningur / Earning ratios

Renting av eginogn ddrenn skatt / Return on equity before tax
Renting av eginogn eftir skatt / Return on equity after tax
Innteka pr. Gtreidslukrénu / Income/cost ratio

Ognaravkast / Return on assets

Marknadarvadi / Market risk ratios
Rentuvadi / Interest rate risk
Gjaldoyravadi / Foreign exchange risk

Gjaldferi / Liquidity ratios

Utlan og nidurskrivingar i mun til innlén /

Loans, advances and impairments in proportion to deposits
Yvirdekningur i mun til 16garkrav um gjaldferi /

Excess liquidity cover relative to statutory requirement

Lansvaoi / Credit risk ratios

Stoér vioskifti i mun til grundkapital /

Large loans as percentage of capital base

Tap og nidurskrivingar i tidarskeidinum i prosentum /
Write-offs and impairments during the period

Utlan { mun til eginognina / Total loans in proportion to equity
Utlansvekstur / Increase of loans

Fragreiding til lyklatel/Explanation of ratios
1) Si fragreiding um lyklatel a sidu 51-52 /
See explanation of ratios on page 51-52

2014

23,6%
23,6%

ROE 9,4%
ROE 7,7%

1,85
ROA 1,3%

2,0%
14,2%

88,6%

136,4%

73,1%

-0,5%
3,8
3,5%

2013

25,0%
25,0%

10,3%
8,4%
1,61
1,5%

1,7%
7,4%

89,9%

220,6%

88,4%

0,4%
3,7
-0,7%
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FFéngiéiﬂg til |\/|/<|8t@||ﬂ| / Explanation of Key figures

Solvensur og kapitalur

Solvensprosent 1)

Kjarnukapitalprosent 1)

Vinningur

Rentan av eginogn
adrenn skatt 1)

Rentan av eginogn
eftir skatt 1)

Innteka pr.
atreidslukrénu 1)

Ognaravkast 1)
Marknadarvadi

Rentuvadi 1) & 2)

Gjaldoyravadi 1) & 3)
Gjaldferi

Utlén og nidurskriving {
mun til innlan 1)

Yvirdekningur i mun til
l6garkrav um gjaldferi 1)

Lansvaoi

Stér vidskifti 1) & 4)

Tap og nidurskriving { tidar-
skeidinum 1 prosentum 1)

Utlén { mun til eginogn 1)

Utlansvekstur 1)

Grundkapitalur x 100

Vektad ogn tilsamans

Kjarnukapitalur eftir
fradratt x 100

Vektad ogn tilsamans

Arsirslit 3drenn skatt x
100

€ginogn (mioal)

Arsarslit eftir skatt x 100

€ginogn (midal)

Vanligar inntelkur

Vanligar Utreidslur

Arsiarslit eftir skatt

Ogn tilsamans

Rentuvasdi x 100

Kjarnukapitalur eftir
fradratt

Valutaindikator 1 x 100

Kjarnukapitalur eftir
fradratt x 100

(Utlan + Nidurskrivingar)
x 100

Innlan

(Tok ogn - Skuld styttri
enn 1 manada samb. FIL §
152 (nr.2)) x 100

Skuld styttrienn 1
manada

Stor vidskifti x 100

Grundkapital

Tap og nidurskrivingar 1
tidarskeidinum*100

Brutto 0tldn + Abyrgdir

Otlan

€ginogn

(Utlan ultimo - Utlan
primo) x 100

Utlan primo

Solvency and
capital ratios

Solvency 1)

Core capital ratio 1)

€arning ratios

Return on equity
before tax 1)

Return on equity
after tax 1)

Income/cost ratio 1)

Return on assets 1)
Marked risk ratios

Interest rate risk 1) & 2)

Foreign exchange
risk 1) & 3)

Liquidity ratio

Loans, advances and im-
pairments in proportion to
deposits 1)

Exess cover relative to
liquidity requirement 1)

Credit risk ratios

Large loans 1) & 4)

Write-offs and impairments
during the year 1)

Total loans in proportion to
equity 1)

Increase in loans 1)

Capital base x 100

Total risk weighted assets

Core capital less statutory
deductions x 100

Total risk weighted assets

Profit before taxes x 100

€quity (avg.)
Net profit x 100

Equity (avg.)

Operating income

Operating expenses

Net profit

Total assets

Interest rate x 100

Core capital less statutory
deductions

Exchange indicator 1 x
100

Core capital less statutory
deductions x 100

(Loans + impairments) x
100

Deposits

excess liquidity after
fulfilment of FIL, s. 152
(no2)

Short term liabilities (less
1m)

Large loans x 100

Capital base

Write-offs and
depreciation during the
yvear *100

Gross loans + guarantees

Total loans

Equity

(Loans year end - loans
year begin) x 100

Loans year begin
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Fragreiding til lyklatelini / Explanation of Key ratios

1

2)

3)

4)

Gjert { samsvari vid leidreglurnar hja Figgjareftirlitinum. / Prepared in accordance with the regulations issued by the Danish
Financial Supervisory Authority

Rentuvadi er grundadur 4, at effektiva rentan broytist 1%, og broytingin i kronum verdur roknad i mun til kjarnukapitalin eftir
fradratt. / Interest rate risk is based on the premise that the effective interest rate fluctuates 1 per cent and that the fluctuations in
DKK are calculated in comparison to core capital less certain adjustments abd statutory deductions.

Gjaldoyravadi er heegra talid a ogn ella skuld 1 gjaldoyra og verdur roknadur i prosentum av kjarnukapitalinum eftir fradratt. /
Foreign exchange risk is the higher amount of assets or liabilities in currency and is calculated in per cent to core capital less
certain adjustments

Engagement storri enn 10% eftir fradratt fyri tryggum krevum { prosentum av grundkapitalinum. /Outstanding balances greater
than 10 per cent after deductions for secure requirements in per cent to capital base.
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Leidsluatekning

Nevnd og stjérn hava i dag vidgjert og gdokent
roknskapin fyri Eik Banka P/F fyri roknskaparario 1.
januar — 31. desember 2014.

Arsroknskapurin og leidslufragreidingin er sett upp
samsvarandi l6g um figgjarstovnar v.m., kunngerd og
leidreglum fra Figgjareftirlitinum vidvikjandi frasegn fyri
peningastovnar v.m.

Tad er okkara fatan, at arsroknskapurin gevur eina
reettvisandi mynd av felagsins ognum, skyldum og
figgjarstodu 31. desember 2014 og Urslitinum av
virkseminum { tidarskeidinum 1. januar - 31. desember
2014.

Tad er okkara fatan, at leidslufragreidingin gevur eina
reettvisandi umredu av gongdini { virkseminum hja
Eik Banka P/F og figgjarligu steduni, umframt eina
reettvisandi lysing av teimum tydandi vadunum og
Ovissu faktorunum, sum bankin kann avirkast av.

Arsfrasagnin verdur logd fyri adalfundin til
gbédkenningar.

Statement by the
Management

The Management and The Board of Directors have to-
day considered and approved the Annual Report of Eik
Banki P/F for the period 1 January — 31 December 2014.

The financial statement has been prepared in
accordance with the Financial Business Act, and in
accordance with the executive order and guidelines
of the Danish Financial Supervisory Authority on
presentations of financial statements.

It is our opinion that the financial statement gives a
true and fair view of the company’s assets, liabilities,
and financial position at 31 December 2014 and of the
results of the company’s operations for the period 1
January — 31 December 2014.

In addition, we also consider the Management'’s review
to give a fair presentation of the development in the
company’s activities and the company’s financial
position as a whole, as well as a description of the
significant risks and elements of uncertainty that may
affect the Bank.

The Annual Report will be submitted to the Generel
Meeting for approval.

Eik Banki P/F
Toérshavn, 3. mars 2015

Stjoérn / Executive Board

Suini Schwartz Jacobsen
Forstjori / Chief Executive Officer

Nevnd / Board of Directors

Torben Nielsen
Nevndarformadur / Chairman

Jakup Egholm Hansen Ben Arabo

Kristian Ostergaard

Jonleif Th. Jacobsen

Gunnar i Lida
Neestformaour / Deputy Chairman

Arni Jakobsen

Jorn Astrup Hansen

Sverri Justinussen
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Vattanir fra innanhysis
erannskkodara

Atekning 4 arsroknskapin

Vit hava grannskodad arsroknskapin hja Eik Banki P/F
fyri roknskapararid 2014. Arsroknskapurin er gjerdur {
samsvari vid 16g um figgjarligt virksemi.

Grannskodanin er gjord vid stedi i kunngerd fra
Figgjareftirlitinum um fremjan av grannskodan i
figgjarligum fyritekum o.. umframt av figgjarligum
samtokum og 1 trdd vid altj6da asetingar innan
grannskodan. Hetta krevur, at grannskodanin verdur
logd til reettis og framd a slikan hatt, so heg vissa feest
fyri, at arsroknskapurin ikki er fongdur vid tydandi
feilupplysingum.

Grannskodanin er framd 1 trad vid tad bytid, sum

er avtalad vid uttanhysis grannskodanina, og hevur
fevnt um meting av skipadum mannagongdum og
innanhysis eftirlitum, heruppii ta vadastyring, sum
leidslan hevur lagt til reettis, og sum er reettad moti
fragreidingartilgongdum og tydandi handilsligum
vadum. Grundad 4 tydning og vada hava vit vid
stakroyndum eftirkannad uppheeddir og adrar
upplysingar { arsroknskapinum. Grannskodanin hevur
eisini framt eina meting av, um tann roknskaparhattur,
sum leidslan hevur valt, er héskandi, um
roknskaparligar metingar hja leidsluni eru rimiligar, og
um hvussu arsroknskapurin sum heild er gjerdur.

Vit hava luttikid { grannskodanini av tydandi og
vadakendum ekjum, og okkara fatan er, at vit hava
fingid nektandi grannskodanarprogy, id kann vera
grundarlag fyri okkara nidurstedu.

Grannskodanin hevur ikki givid orsek til fyrivarni.

Okkara fatan er, at skipadar mannagongdir og
innanhysis eftirlit, iroknad tann vadastyring, sum
leidslan hevur lagt til reettis, i3 er reettad moti
fragreidingartilgongdini og tydandi handilsligum
vadum, virka & tryggan hatt.

Herumframt er tad okkara fatan, at arsroknskapurin
gevur eina reettvisandi mynd av ogn, skuld, eginogn og
figgjarligu stedu bankans tann 31. desember 2014 og av
urslitinum av virksemi bankans fyri roknskapararid 2014
i samsvari vid 16g um figgjarligt virksemi.

Stadfestan vidvikjandi leidslufragreidingini

Internal auditor's
report

Report on financial statement

We have audited the Financial Statements of Eik Banki
P/F for the financial year 2014. The Financial Statements
have been prepared in accordance with the Faroese
Financial Business Act.

We have conducted our audit in accordance with the
Executive Order of the Danish Financial Supervisory
Authority on Auditing Financial Undertakings etc.

as well as Financial Groups and in accordance with
International Standards on Auditing. Those standards
require that we plan and perform the audit to obtain
reasonable assurance that the Financial Statements are
free from material misstatement.

The audit has been performed in accordance with the
division of work agreed with the external auditors and
has included an assessment of procedures and internal
controls established, including the risk management or-
ganised by Management relevant to the entity’s reporting
processes and significant business risks. Based on materi-
ality and risk, we have examined, on a test basis, the basis
of amounts and other disclosures in the Financial State-
ments. Furthermore, the audit has included evaluating
the appropriateness of the accounting policies applied by
Management and the reasonableness of the accounting
estimates made by Management, as well as evaluating
the overall presentation of the Financial Statements.

We have participated in the audit of risk and other
material areas and believe that the audit evidence we
have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Our audit has not resulted in any qualification.

In our opinion, the procedures and internal controls
established, including the risk management organised
by Management relevant to the entity’s reporting
processes and significant business risks, are working
satisfactorily.

In addition, in our opinion, the Bank’s Financial
Statements give a true and fair view of the Bank’s assets,
liabilities, shareholders equity and financial position at
December 31, 2014 and of its financial performance for
the financial year 2014 in accordance with the Faroese
Financial Business Act.

Statement regarding Management Review
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Vit hava 1 trad vid 16g um figgjarligt virksemi lisid We have, in accordance with the Faroese Financial
leidslufragreidingina. Vit hava hesum vidvikjandi ikki Business Act, read the Management Review. We have
framt fleiri stig { sambandi vid grannskodanina av not conducted any additional procedures in connection
arsroknskapinum. with our audit of the Financial Statements.

Vio stedi1 hesum er tad okkara okkara fatan, at On this basis, it is our opinion that the information
upplysingarnar { leidslufragreidingini eru i samsvari vid  presented in the Management Review is in accordance
arsroknskapin. with the Financial Statements.

Torshavn, 3. mars 2015

Petur A. Johannesen
Grannskodanarleidari / Chief Auditor
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Vattanir fra oheftum
Brannskodara

Til partaeigararnar i Eik Banki P/F

Vit hava grannskodad arsroknskapin hja Eik Banki

P/F fyri roknskapararid 1. januar — 31. desember

2014, sidu 22-52, vid rakstrarroknskapi, figgjarstadu,
fragreiding um broytingar { eginogn, solvensuppgerd og
notum, herundir nyttum roknskaparhatty fyri felagio.
Arsroknskapurin er gjardur eftir 16gini um figgjarligt
virksemi.

Leidslan hevur dbyrgdina av at gera ein arsroknskap,
i0 gevur eina reettvisandi mynd { samsvari vid l6gina
um figgjarligt virksemi. Leidslan hevur harumframt
abyrgdina av innanhysis eftirlitinum, i leidslan metir
skal til, fyri at ein arsroknskapur kann gerast uttan
tydandi skeivleikar, uttan mun til um skeivleikarnir
standast av sviki ella mistekum.

Okkara abyrgd er, vid stedi i grannskodanini, at
gera eina nidurstedu um arsroknskapin. Vit hava
grannskodad samsvarandi altj6da standardum um
grannskodan og eftir edrum asetingum 1 feroysku
grannskodanarloggavuni. Hetta krevur, at vit halda
tey etisku krovini og leggja til reettis og grannskoda
fyri at faa grundada vissu fyri, at tad ikki eru tydandi
skeivleikar 1 drsroknskapinum.

Grannskodanin ber 1 seer, at gjord verda tey
grannskodaraarbeidi, sum skulu til fyri at faa
grannskodanarprogv fyri uppheeddum og upplysingum
i arsroknskapinum. Grannskodarin metir um, hvat
arbeidi skal gerast, herundir metir hann um vandan
fyri tydandi skeivleikum 1 drsroknskapinum, uttan mun
til um skeivleikarnir standast av sviki ella mistekum. f
vadametingini hevur grannskodarin eisini innanhysis
eftirlitid 1 huga, 10 skal til fyri at felagid kann gera ein
arsroknskap, sum gevur eina reettvisandi mynd. Hetta
verdur gjort fyri at leggja grannskodanina til reettis

eftir umstedunum og ikki fyri at gera eina nidurstedu
um dygdina 4 innanhysis eftirlitinum. Grannskodanin
ber eisini { seer, at mett verdur um roknskaparhatturin,
sum leidslan nytir, er hoskandi, um teer roknskaparligu
metingar, sum leidslan hevur gjort, eru rimiligar, og
hvussu arsroknskapurin sum heild er gjerdur.

Tad er okkara fatan, at vit hava fingid nektandi

Independent auditors'
report

To the shareholders of Eik Banki P/F

We have audited the financial statements of Eik Banki
P/F for the financial year 1 January — 31 December
2014, pp. 22-52. The financial statements comprise
income statement, balance sheet, statement of changes
in equity, statement of solvency and notes, including
summary of significant accounting policies. The
financial statements have been prepared in accordance
with the Faroese Financial Business Act.

Management is responsible for the preparation and fair
presentation of financial statements in accordance with
the Faroese Financial Business Act and for such internal
control that Management determines is necessary to
enable the preparation of financial statements that are
free from material misstatements, whether due to fraud
Or error.

Our responsibility is to express an opinion on the
financial statements based on our audit. We conducted
our audit in accordance with International Standards
on Auditing and additional requirements according to
Faroese Auditing Law. This requires that we comply
with ethical requirements and plan and perform the
audit to obtain reasonable assurance as to whether
the financial statements are free from material
misstatement.

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

We believe that the audit evidence we have obtained
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grannskodanarprdgy, id kann vera grundarlag undir
okkara nidurstedu.

Grannskodanin hevur ikki givid orsek til fyrivarni.

Tad er okkara fatan, at arsroknskapurin gevur eina
reettvisandi mynd av felagsins ognum, skyldum og
figgjarligu stodu 31. desember 2014 og av drslitinum
av virksemi felagsins fyri roknskapararid 1. januar —
31. desember 2014 samsvarandi 16gini um figgjarligt
virksemi.

Vit hava, sum asett 1 16gini um figgjarligt virksemi, lisid
leidslufragreidingina. Vit hava ikki gjert annad 1 hesum
sambandi, t4 i0 arsroknskapurin vard grannskodadur.
Utfra omanfyri standandi er tad okkara fatan, at
upplysingarnar i leidslufragreidingini eru { samsvari vid
arsroknskapin.

is sufficient and appropriate to provide a basis for our
audit opinion.

Our audit has not resulted in any qualification.

In our opinion, the financial statements give a true
and fair view of the Company’s assets, liabilities and
financial position at 31 December 2014 and of the
results of its operations for the financial year 1 January
— 31 December 2014 in accordance with the Faroese
Financial Business Act.

Pursuant to the Faroese Financial Business Act, we have
read the Management'’s review. We have not performed
any other procedures in addition to the audit of the
financial statements. On this basis, it is our opinion that
the information given in the Management’s review is
consistent with the financial statements.

Torshavn, 3. mars 2015

SPEKT
Loggildir grannskodarar Sp/f

Finnbjern Zachariasen

statsaut. revisor / State Authorised Public Accountant

Jéhannes Fero
statsaut. revisor / State Authorised Public Accountant
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