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Breev fra stjorn

I arsfragreidingini fyri 2011 vard
mett, at Orslitid fyri 2012 for at visa
eitt avlop.

Vit kunnu n0 stadfesta, at Orslitid
fyri 2012 visir eitt avlop upp 3 76,8

mio. kr. eftir skatt. Bankin metir
hetta vera nektandi, t3 havt verdur

Sani Schwartz

Jacobsen
Forstjori/ CEO

Thuga, at talan er um annad virkisar
bankans eftir endurstovnanina.

€ginpeningur bankans var 1.307 mio. kr. vid arsenda
2012. Solvensurin, sum sigur nakad um evnini hj3a
bankanum at standa imoti tapum, er eisini sera goour.
Vi@ arsenda 2012 var hann 23,3%, sum skal siggjast 1
mun til ein individuellan solvensterv upp 3 12,6%.

Virksemid hja bankanum 12012 hevur verid
avbjodandi. Umframt handfaring av yvirtiknum
[anum vid vanaligari godsku er tid og orlka nytt at
tillaga bankan til framtidar virksemiod a feroyskka
marknadinum.

Bankin arbeidir ahaldandi vid at tillaga og menna
virksemid soleidis, at bankin kann verda rikin so
skynsamt sum meguligt, vio ti fyri eygad at kunna
bjoda kundum oklkara eina so goda og fjolbroytta
teenastu sum moeguligt.

A vari 2012 tok bankin stig til at halda netbankakveld,
t.e. skeidvirksemi fyri oll tey, sum ynsktu meira
kunnleika til netbankaskipanina. A heysti 2012 t6k
bankin stig til at halda bistadarkveld fyri tey, sum
hevdu etlanir um annadhvert ny- ella umbygging av
bUstaodi, vid luttalku av arkitelkti, sum greiddi fré um
burdardygga og skilagoda bygging.

Um manadarskiftid august - september 2012 var

Letter from the CEO

In the annual report 2011, the Bank estimated a profit
for the year 2012.

This year, we can confirm a DKK 76.8 million profit
after taxes for the year 2012. The Bank considers the
result satisfying, taking into consideration that this is
the Bank's second year since the re-establishment.

At year-end 2012, equity was DKIK 1,307 million.

The Bank's solvency that says something about a
bank's ability to withstand losses is also very good. At
year-end 2012, solvency was 23.3 per cent against a
solvency requirement of 12.6 per cent.

The Bank's activities during 2012 have been
challenging. Aside from handling acquired loans

of bad quality, considerable energy has been put
into adjusting the Bank to its future activities in the
Faroese market.

The Bank is persistent in its efforts to adjust and
develaop its activities, in order to be able to run the
Bank as efficiently as possible, and thereby being able
to offer the customers diversified services of high
quality.

In the spring of 2012, the Bank initiated a series of
customer events, inviting customers inside, offering
tutoring in the Bank's home-banking system. Later

in the year, customers were invited to a series of
inspirational events, with the participation of an
architect, on how to 'build or re-build their property' in
an environmentally friendly and efficient way.

In August - September 2012, the Financial Services
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Figgjareftirlitid a regluligari eftirlitsvitjan 1 Eikk Banka.
Hetta er fyrsta eftirlitsvitjanin, sidan virksemid vard
yvirtikid fra gamla €ik Banka.

Figgjareftirlitid gjognumgekk narum helmingin av
ollum Utlanskrénum bankans upp a tilsamans 5,7 mia.
kr. 0g kom sum heild til somu nidurstedu sum bankin
Tvirdisasetingini av Otlanunum.

Figgjareftirlitid telkur sum heild undir vid
virdisasetingunum av ognum bankans. Eftirlitid visti
3 ein terv 3 at laga einstakar virkisgongdir til nyggju
kunngerdina um leidslu av peningastovnum, og hevur
€ilk Banki framt allar hesar tillagingar.

Figgjareftirlitid hevur asett fimm vegleidandi figgjarlig
yti, sum bankar eiga at halda seg innanfyri. Sum saest 1
leidslufragreidingini a sidu 14, er bankin val innan fyri
oll hesi yti.

Logtingid valdi um arsskiftid 2012/13 at hakka
starvsfollkalkastnadin hja teimum feroysku
peningastovnunum. Hetta vard gjort viod at haekika
loanarhaddaravgjaldid, sum verdur goldid sum eitt
avgjald til lIandskassan av hverjari lenarkrénu, sum
verdur Utgoldin T peningastovnunum. Lenarhaddar-
avejaldido upp a 12% er nO helst tad haegsta T
heiminum.

Hoast ahaldandi dbreidslur um, at rentustedid er ov
hegt, kunnu vit stadfesta, at talan er um eitt so lagt
rentustedi, sum vit neyvan nakrantid hava sx0 1
Feoroyum adur.

Um vit skulu samanbera rentustedid 1 Feroyum vid
tad T edrum londum - herundir Danmark, verda altid
- eins 0g 3 MoNgum @drum akjum - servidurskifti1
hverjum landi ser, sum hava avirkan.

I mun til realkredittldantakarar T Danmark rinda

Authority (FSA) conducted an on-site inspection of €ik
Banki. This was the first inspection after the takkeover
of activities of the former €ik Banki P/F.

The FSA went through almost half of the loans of DKK
5.7 million in total, and generally arrived at the same
conclusion as the Bank in its valuations of the loans.

In general, the FSA agrees with the Bank's valuations
of its assets. However, the FSA pointed out certain
procedures that needed adjusting in accordance

with new regulations on bank management. These
adjustments have all been made.

The FSA has stipulated five measuring points, which
banks should meet. As shown on page 14 in the
Management Report, the Bank is well within the limits
of these measuring points.

Around the turn of the year 2012/13, the Parliament
decided to increase staff expenses for the Faroese
financial institutions by increasing the employer
payroll tax, which is a fee financial institutions pay
to the government of each salary paid. The Faroese
employer payroll tax of 12 per cent may now be the
highest in the world.

Despite perpetual accusations that the interest rates
are too high, we can establish that the current interest
rates are on a historically low level in this country.

If we are to compare Faroese interest rates to those
of other countries - including Denmarlk, there will
always be special circumstances in each of the
countries that need to be taken into consideration.

As opposed to Danish credit mortgage customers,
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foroyskir realkredittiantakarar eisini fyri |I6garasett
kapitalkrov til bankan, orsakad av vedhaldi

motvegis danska realkredittfelagnum, umframt
umsitingargjald. Realkredittfelog ynskja ikki sjalv at
veita figging 1 Feroyum, og um Eik Banki ikki vedhelt
fyri realkreditlanunum, hevoi tad ikki verid gjerligt hja
bankanum at bj6da hesa teenastu til kundar okikara.

Arid 2012 var merkt av lutfalsliga Iftlum Tloguahuga
fra privatum Tleggjarum. Tao er ta jaligt, at kommunur
0g Landid hava framtilegur, og harvid vidvirkas til at
halda virkseminum T Feroyum uppi.

Feroysku peningastovnarnir hava 12012, saman vid
almennu myndugleikunum, arbeitt vid at faa sett

3 stovn eina talgilda undirskriftaskipan fyri allar
foroyingar. €in sovorodin talgild undirskriftaskipan
fer at gera samskiftid, har ein bindandi undirskrift er
neyoug, skjotari og meira smidligt. Hetta fer eisini at
lyfta feroyska samfelagid enn eitt fet longri fram. Vid
arsenda 2012 var ikki komid & mal, men sambeert
Utsegnum fra almennu myndugleikunum er orsek til
at halda, at hetta kann gerast veruleiki um eitt gott ar
ella so.

Manglandi vakstur 1 samfelagnum hevur eisini avirkad
€ilk Banka. Avirkad av hesum framdi bankin 7 februar
2013 nidurlagingar soleidis, at 30 starvsfollkk eru
uppsegd, samstundis sum deildarnetid er minkad Gr 9
nidur 16 deildir.

Sidani endurstavnanina 12010 er starvsfolkatalid
minkad vid 85 heiltidarstervum og deildarnetio vido 10
deildum.

I sambandi vid uppsegn av starvsfolkum verdur
storur dentur Iagdur 3 at hjalpa teimum vidari, sum
ilkiki halda fram T starvi fyri bankan. Hetta eitt no

Faroese credit mortgage customers pay for capital
adequacy requirements that the Bank is subject to by
the agreement with the Danish credit mortgage insti-
tution, in addition to an administration fee. The credit
mortgage institutions do not wish to be exposed to
credit risk in the Faroe Islands, and if the Bank did not
guarantee against losses, the Bank would not be able
to provide its customers with this service.

The year 2012 was marked by a relatively limited
interest in investments by private investors. It is
therefore positive that municipalities as well as the
government have made investments and thereby
contributed to the activities in the Faroe Islands.

During 2012, the Faroese financial institutions have
worked in association with governmental institutions
towards implementing a digital signature scheme
for the Faroese population. A digital signature
solution would contribute to faster and more flexible
communication in cases where binding signature is
needed. This would also bring the Faroese society a
step forward. At year-end 2012, this project was not
vet concluded, but according to statements from the
authorities there is good reason to believe that it will
beinayear or so.

Declining activity in the Faroese society has also had

an effect on €ik Banki. Consequently, the Bank had to
downsize in February 2013. 30 employees were Iaid
off and the branch network was reduced from 9 to 6
branch offices.

Since the re-establishment in 2010 the number of
full time employees has decreased by 85 and branch
network has been reduced by 10 branch offices.

When employees are laid off, a great effort is made
to make their transition as smooth as possible e.g.
by offering them psychological support as well as
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vid hjalp fra salarfredingum og vid hjalp til at sakja
nytt starv. Eisini teimum starvsfollkum, sum hildu
fram 1 bankanum, og sum eydsz=0d voru avirkad av
uppseEnuNUM, er veitt serfredingahjalp.

Samstundis sum deildarnetid er minkad, hevur
bankin ekt meguleikarnar hja vidskiftafolki at koma 1
samband vid bankan umvegis telefon og teldupost.

Bankin setti sr aftan 8 endurstovnanina fleiri mal
fyri komandi arini. Millum hesi kann nevnast hegt
kundanegdsemi, sum merkir, at bankin leggur seg
eftir at skkapa eina skjota og goda tanastu fyri oklkara
kundar.

Vid tillagingini av deildarnetinum 1 huga er tad
eyovitad, at kundar T onkrum ferum fara at merkja
hetta, eisini 3 ein neiligan hatt.

€inginivi skal vera um, at viti €ik ynskja at veita
eina gooa radgeving vid kundanum 1 fokus, eins og
tidarhoskandi og brilkaravinarligar teenastur skulu
mennast til tess at bata upp fyri ti broyting, sum fer
fram. Hetta skal gerast, samstundis sum bankin er
hoskandi skipadur vid starvsfolki og deildarneti.

assistance in seeking new employment. Psychological
support is also offered to remaining employees who
are affected by the situation.

As the branch network has been reduced, the Bank
has increased the customers' possibilities to contact
the Bank by telephone and e-mail.

After the reestablishment high customer satisfaction
is one of the Bank's goals for the coming years; good
and swift customer service is therefore a priority.

The Bank is aware that downsizing the branch
network will affect some of our customers in a
negative manner.

There should be no doubt that the Bank aims to
provide good financial advice with the customer's
needs at the centre, as well as adequate and user-
friendly solutions that serve as a compensation

for the changes that have been made. This should,
however, coincide with a suitable structure as regards
the number of employees and branch offices.
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Leidslufragreiding

I stuttum

e Urslitid farna tidarskeid visir eitt aviop upp & 76,8
mio. kr.

o Niourskrivingar av Gtlanum upp 8 61,2 miod. kr.

o Ursliti® 8drenn skatt, javnan av kapitalpertum og
niourskrivingum visir eitt avliop upp 8 130 mio. kr.

e Ursliti® fyri 2013 fer vaentandi at visa eitt aviop 8
haedd vio 2012.

e Vinningsbyti upp 8 122 mid. kr. verdur Utlutad.

Hovudsvirksemi

Hovuosvirksemi bankans er at vera heildarpeninga-
stovnur feroyinga, herundir at bjoda figgjarligar
tanastur a feroyska marknadinum, id teena privat-,
vinnu- 0g almennum kundum. Herundir eisini at
radgeva um innlan, 0tlan, realkreditt, gjaldsmiodling,
flegur vm.

Gongdin i baskaparligum vidurskiftum

BUskaparliga gongdin 12012 var 3 leid hin sama sum
12011. Gongdin uttan fyri Faroyar versnadi fyrru
helvt av 2012 og forsegnirnar um bldskaparvekstur
l2klkadu. €in avis stabilisering visti seg 1 seinnu helvt
av 2012, men vit kunnu ikki vid vissu siga, at talan er
um, at gongdin er vend 1 mun til 2011.

Hagstovan visir 3, at pristalid haakkadiitmedal 2,1 % 1

2012 og var tad nakad minnienn12011, t3 vaksturin
var 2,3 %.

€isini hevur Hagstovan gjert upp, at12012 vordu
goldnar 238 mid. kr meira 0t Tlenumenni2011, og
at starsti vaksturin 12012 var 1 vinnum, sum hava
vid sjogvin at gera. Hoast hetta visa avreidingartelini,
at virdiod av veidu, sum for um avreidingarskipaning,
minkadi12012 1 mun til 2011. Hetta merkir, at

Management Review

Highlights

e Net result of DKK 76.8 million.

e Impairments on loans and haoldings amount to DKK
61.2 million.

e Result before taxes, adjustments in associated
undertakings and impairments is DKIK 130 million.

e QOutlook for 2013 is expected to be a profit of the
same level as in 2012.

e A proposed dividend yield of DKIK 122 million.

Main activity

The Bank's main activity is to be a full-service bank
for the peaople 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.

Development of Economy

The economic developmentin 2012 was
approximately the same as in 201 1. Outside the Faroe
Islands, the economic activity decreased during the
yvear 2012, and the prognosis of growth diminished.

A certain stabilisation was evident in the latter half of
2012, it is however too soon to say whether there has
been a turn compared to 2011.

The 'Statistics Faroe Islands' institute paoints outa 2.1
per centincrease in the 2012 consumer price index,
which is somewhat less than the 2.3 per cent increase
in2011.

Furthermore, Statistics Faroe Islands show an
increase of DKIK 238 million in wages paid in 2012
compared to 2011. The largest growth was in sea-
related industries. However, numbers show that the
price of the total catch that was landed in 2012 was
lower than in 2011. This means that the development
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gongdin 1 fiskivinnuni hevur verid misjevn, og
samsvarar hetta eisini vid tad, sum vit siggja 1 telunum
fra Eik. Talan er soleidis um, at partar av vinnuni sum
hava vid sjogvin at gera, ganga veel, medan aodrir
partar hava truplar umstedur, har Gtlitini, at siggja til,
ikiki eru broytt til tad betra.

Hyggja vit eftir lenarotgjaldingunum yvir eitt longri
tidarskeid, siggja vit, at lenarotgjaldingarnar 1
framleidsluvinnuni eru minni N0 enn vid aldarskiftid,
samstundis sum hesar ahaldandi minka T mun til
taenastuvinnuna. Hetta merkir, at eitt skifti fer fram,
har bUskapurin T sterri mun byggir 3 almennar og
privatar teenastuvinnur.

Lenargjaldingar i hevudsvinnub6lkum 2001-2012
Mib kr.

3000
2500

2000 //\/
1500 —

1000

99 5001 2005 2009 2012

Almennar taenastur
BN Privatar teenastur

Byggivinna o.o. tilvirking
Fiskivinna 0.0. raevnisvinna

Hyggja vit at myndini omanfyri saest, at tann

boélkurin sum er vaksin mest seinastu 12 arini, er
bolkurin almennar teenastur. Um almennar taenastur
framhaldani skulu vaksa, er neydugt, at privata vinnan
verdur alsamt meira lansom til tess at tryggja eitt
nektandi skattagrundarlag.

in the fishing industry fluctuates, and this corresponds
well with the Banks numbers. Evidently, parts of the
sea-related industries are prospering whilst other
parts are struggling with no apparent change on the
horizon.

Focusing on the total payment of wages over a longer
period of time it is evident that the payment of wages
in the production sector has decreased since the turn
of the century and at the same time, wages in this
sector decreases compared to the service sector.

It is apparent that a shift is taking place in that the
economy to 3 larger extent rests on the private and
the public service sector.

Wages paid in Principal industry groups 2001-2012
DKK million
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Fishing industry

As apparent in the above chart, the fastest growing
sector in the Iast twelve years is the public service
sector. If the public service sector continues to

grow, it is vital that the private sector becomes more
profitable in order to secure an adequate tax base.
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Framgongdin Tlenardtgjaldingunum saest eisini aftur
Tarbeidsloysinum, sum vid endan av 2012 var tad
legsta i3 ar.

Gongdin hja €ik Banka
2012 er annad roknskaparar hja Eik Banka.

Meodan tidarskeidiod fra olkktober 2010 til desember
2011 var merkt av, at bankin nytti négva orku upp 3
at handfara yvirtikin 1an vid vanaligari godsku, so var
2012 merkt av, at bankin hevur nytt munandi meiri
orku upp 3 at samskifta vid kundarnar hja bankanum.

Bankin hevuri2012 eitt n0 broytt mannagongdir
3 fleiri akjum fyri at betra um tanastuna til
vinnulkundarnar.

Samskiftid vid vinnukundarnar er soleidis okt
munandi samanborid vid undanfarin ar. Hoast sera
avmarkaodan eftirspurning eftir figging, hevur hetta
fort til, at bankin hevur veitt yvir 500 mio. kr. 1
nygegjum lanum og kredittum til verandi og nyggjar
vinnukundar.

Gongdin a privatkundaekinum 12012 hevur verid
merkt av, at kundarnir yvirhevur hava verid varnir.
Eftirspurningurin eftir bankalanum hevur ki

verid, sum vaentad, to hevur eftirspurningurin eftir
reallkredittlanum verid sterri enn vaentad. Innlanini eru
eisini ekt munandi T arinum.

Arbeitt verdur ahaldandi vid at menna nyggjar teen-
astur. Soleidis verdur 1 naestum farid undir nytt slag
av bilfiggingum, sum fer at gera tad skjotari og lettari
hja kundum at faa figgjad bilin. Eisini verdur arbeitt
vid at okja og betra um tznastuna T Kundatanastuni,
eitt N0 viod at leingja um upplatingartidirnar.

At samladu 0tlanini til kundar bankans ikki eru okt 1
arinum kemst av, at fleiri av kundum bankans hava

The progress in the payment of wages is also visible
in the unemployment numbers, which at year-end
2012 were at its lowest in the Iast three years.

Development of €ik Banki
The year 2012 is the second fiscal year of €ik Banki.

While the period October 2010 thru December 2011
was marked by the Bank's efforts to handle acquired
loans of poar quality, the year 2012 was marked by
the Bank's greater effort to communicate with its
customers.

In 2012, the Bank has changed procedures in several
areas in order to improve the service for its corporate
customers.

Consequently, the communication with the corporate
customers has increased in comparison with previous
vears. These efforts have resulted in DKIK 500 million
waorth of new loans and credits to existent as well

3s new corporate customers - despite a very limited
demand for corporate financing.

The development of the retail banking customer
segmentin 2012 is marked by tentative customers.
The demand for loans has not lived up to
expectations, however, demand for mortgage credit
financing has been higher than expected. Deposits
have also increased in 2012.

The Bank constantly strives to develop new services.
One such is 8 new kind of car financing system, which
will malke it faster and easier for customers to obtain
car finance. Furthermore, an increased and improved
Customer Service Center is underway. Partly by ex-
panding office hours in the Customer Service Center.

Total loans have not increased in 2012, as customers
to a greater extent choose to repay their loans and did
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goldid nidur upp a sini Ian og nytt kredittirnar T minni
munenni201l.

AEtlanin er at okja um samskiftid vid kundarnar enn
meiri 12013 fyri at tryggja, at bankin er kunnnigur
vid tervin hja kundunum og kann veita ellum
kundum bankans eina skjota og goda tenastu vid
kappingarferum prisum.

I februar 2013 avgjerdi bankin at tillaga deildarnetio
til verandi virksemi, og hevdi hetta vid szer eina
l2kking av starvsfolkatalinum.

Roknskapartal

Arsorslitid hja €ilk Banka fyri 2012 visir eitt avliop upp
3 76,8 mid. kr. Hetta er munandi betri enn fyri 2011,
har Grslitid var eitt hall upp 3 256 mid. kr.

Nevndin T €ik Banka hevur sett fram uppskot um at
luta Ot vinningsbyti upp 8 122 mio. kr. Utlutingin er
partur av avtaluni, sum Finansiel Stabilitet og TF
Holding gjerdu 1 sambandi vid, at TF Holding keypti
70% av partabrevunum T €ilk Banka. Utlutingin verdur
oll goldin til Finansiel Stabilitet.

12012 eru framdar samladar nidurskrivingar upp 3 18n
08 0ENirannars upp 3 61,2 miod. kr. Hetta er munandi
minni enn 12011, har nidurskrivingar vorou framdar
fyri umleid 420 miod. kr. Hoast upphaaddin er mun-
andi minni12012 enni2011, er enn talan um stérar
nidurskrivingar, og kunnu hesar fyri stéran part visast

aftur 3 goodskuna av teimum Utlanum, sum Eik yvirtok.

Urslitid 38renn skatt, javnan av kapitalpertum og

nidurskrivingar, visir eitt avlop upp 3 umleid 130 mio.

Kkr. moti 124 mio. kr. tidarskeidid frammanundan.

Bankin hevodi 12012 Utreidslur til starvsfolk upp 3
108,7 mi6. kr. Iroknad hesum eru eftirlen og gjold til

not draw on their credits as they did in 2011.

The intent to further increase communication with the
Bank's customers is based on the wish to be better
informed of the customer's needs and thereby being
able to provide swift quality services at compatible
prices.

In February 2013, the Bank decided to adjust the
branch network to the current activities, which also
entailed a downsizing of employees.

Profit and loss account

€ilk Banki's result for the period is a profit of DKK 76.8
million. This is a significant improvement compared to
2011, when the result was a loss of DKK 256 million.

The Board of Directors of €ilk Bank has put forward a
proposal to distribute a dividend of DKIK 122 million. The
distribution is part of the agreement between Finansiel
Stabilitet and TF Holding ariginating from TF Holdings
purchase of 70 per cent of share holdings in €ikk Banki.
The distribution will all be paid to Finansiel Stabilitet.

Total impairments on loans and assets taken over

in the period amounted to DKK 61.2 million. This is
significantly less than in 2011, when total impair-
ments on loans and assets taken over amounted to
approximately DKIK 420 million. Although the amount
is significantly less than in 2012, impairments are still
high, partly due to poor quality on assets taken over.

Result before taxes, adjustments in associated
undertakings and impairments, is a profit of DKK 130
million compared to a profit of DKK 124 million in
previous period.

Total employee expenses in 2012 were DKIK 108.7
million including pension costs and contribution to
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almennar grunnar. Men herumframt er eisini iroknad
serligt lenarhaddaravgjald upp 3 8,6 mio. kr.

Legtingid samtylkti T desember 2012 at hakka hetta
gjald hja peningastovnum vid 20%, at galda fra 2013.
Lenarhaddaravgjaldid er ta komid upp 8 12%.

Adrar umsitingaritreidslur voru upp 3 74,2 mio.

kr. Peningastovnar faa ikki sum onnur vinnuvirki
endurgoldido MVG av Otreidslum og soleidis hevur Eik
Banki12012 goldid MVG upp 3 umleid 6,6 mio. kr.

€ilkk Banki hevur 1 farna ari strembad eftir at la=kka
Kkostnadarstedid hjd bankanum soleidis, at kundar
bankans eisini kunnu f3a gagn av hesum. Hesum
fer bankin at halda fram vid 1 2013, og tillagingin av
deildarnetinum og starvsfollkahépinum er partur av
hesum.

Avskrivingarnar hja bankanum 12012 voru sterri enn
vanligt. I framhaldi av vitjanini hja Figgjareftirlitinum
avegjerdi bankin at fremja eina nidurskriving upp a
7,4 mio. kr. vidvikjandi einum skrivstovubygningi.
Harumframt hevur bankin framt eina nidurskriving 1
virdunum 3 oitekiligum ognum upp 8 20,2 Miod. kr.

Bankin hevur 1 tidarskeidnum havt Utreidslur upp a
umleid 10 mio. kr. til Finansiel Stabilitet fyri 3byrgdar-
provision. Hetta er provision, sum knytir seg at Ianum
vid statsveohaldi.

Av teimum Ianum, sum voarou veitt bankanum vid
statsveohaldi, var bert tad eina Ianid upp 3 EUR 140
mio. eftir ultimo 2012. Lanid, sum fall til gjaldingar 1
februar 2013, er alt goldid aftur hin 13. februar 2013.

Vid arslok 2012 javnvigaodi figgjarstadan hja
bankanum vid 8,2 mia. kr. samanborid vid 7,8 mia. Kr.
vid arslokk 2011.

public funds. Also included in the amount is cost of
DKK 8.6 million in payroll tax.

In December 2012, the Parliament passed a proposal
to increase the payroll tax by 20 per cent effective
from 2013. The payroll tax will then be 12 per cent.

Other administrative expenses amounted to DKIK 74.2
million. Banks are not like other businesses entitled to
have VAT on expenses reimbursed, and thus €ilkk Banki
in 2012 paid VAT of approximately DKK 6.6 million.

€ilk Banki has during the past year strived to reduce
costs, so that the Banks customers can also benefit
from this. These efforts will continue in 2013, and the
adaptation in number of branches and staff are to be
seen as part of this.

Depreciations were higher in 2012 than normally.
As 3 consequence of an inspection by the Danish
Supervisory Authority, the Bank decided to write
down an office building by DKK 7.4 million.
Furthermore, the Bank decided to decrease book
value of intangible assets by DKIK 20.2 million.

In the period, Eikk Banki had expenses amounting to
DKK 10 million to Finansiel Stabilitet for guarantee
fee. This is a fee connected to loans guaranteed by

government.

Only one loan raised by the Bank against a
government guarantee was outstanding at year-end
2012. The loan amounting to EUR 140 million due in
February 2013 was repaid 13 February 2013.

Total assets of the bank amounted to DKK 8.2 billion
at the end of 2012, compared to DKK 7.8 billion at the
end of 2011.
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Veksturin Tjavnanum kemur fyri stéran part av, at
innlanini eru alkt. Vid arslok 2012 voru innlanini 6,5
mia. kr., medan innlanini vid arslok 2011 voru 6,3
mia. Kkr.

€in tryggur peningastovnur 8 einum tryggum
grundarlagi

Av javnanum upp a3 8,2 mia. kr. er eginognin 1,3 mia.
kr. og innlan 6,5 mia. kr.

Vio arslolk 2012 hevoi bankin Gtlan uppa 4,9 mia. kr.
0g innlan uppa 6,5 mia. kr. Fraroknad serinnlan vid
statsvedhaldi eru innlanini sostatt 5,5 mia. kr, umleid
700 mib. kr. sterri enn Otlanini ultimo 2012.

Talan er soleidis um ein peningastovn, sum hvilir 3
einum radiligum grundarlagi.

Vid arslok 2012 var solvensurin hjd bankanum 23,3%
moti einum individuellum solvenstervi upp 3 12,6%.
Logarkravdi solvensurin er 8%.

Gjaldferi

€ilkk Banki hevodi vid arslok 2012 ein yvirdekning T mun
til I6garkravda gjaldferid upp 8 297%.

Iroknad innldn og adra skuld bankans upp 3 6,5 mia.
Kkr. er statsveohildio 13n 8 EUR 140 mio. (1 mia. kr.),
sum fall til gjaldingar 1 februar 2013. Bankin hevur
goldid 13nid aftur hin 13. februar 2013.

Utlit fyri 2013

€ilk Banki sar ikki, at 0tlitini fyri 2013 verda munandi
broytt samanborid vid 2012. Landsbankin metir 1
seinastu fragreiding sini, at BTU T arsins prisum 12013
mest sannlikt ekist vid millum 3 0g 4 %.

The increase in total assets is largely attributed to

an increase in deposits. By year-end 2012 deposits
amounted to DKK 6.5 billion compared to DKK 6.3
billion by year-end 2011.

A safe bank on firm ground

€quity accounts for DKK 1.3 billion, while deposits
account for DKK 6.5 billion of the total balance of DKK
8.2 billion.

In terms of assets, the Bank had loans and advances
totalling DKK 4.9 billion and excluding State
Guaranteed loan deposits at year-end 2012 amounted
to DKK 5.5 billion exceeding loans and advances by
approximately DKK 700 million.

Therefore the Bank is a financial institution resting on
a3 solid foundation.

At the end of 2012, the Bank's solvency ratio was
23.3 per cent against a solvency requirement of 12.6
per cent. Statutory minimum requirement is 8 per
cent.

Liquidity

€ilk Banki's excess liquidity at the end of 2012 was
297 per cent when compared to statutory minimum
requirement.

The Bank's deposits and other debt of DKK 6.5 billion,
include a loan of EUR 140 million (DKIK 1 billion),
guaranteed by the Danish government that was due
in February 2013. The Bank paid back the loan 13
February 2013.

2013 Outlook

The Bank expects no significant changes in 2013 com-
pared to 2012. The Governmental Bank of the Faroe
Islands estimates in its Economic Assessment that
GDP will increase between 3 and 4 per centin 2013.
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Um hetta verdur samanbaorid vid broytingar 1 lanum
og pristali, er likt til, at vit ikki fara at siggja nakra
munandi broyting 1 bUskapinum12013.

Hetta saman vid einum avmarkadum eftirspurningi
eftir figging merkir, at korini fyri vakstri hja
peningastovnunum framvegis eru avmarkao.

Bankin veentar to, at 2013 fer at geva eitt avlop 3
haedd vid tad 12012, Avlopid skal haldast saman vid
2tlanum hja bankanum um at tillaga raksturin til
verandi samfelagsbiskap.

Eftirlitsdiamanturin

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

Hesi yti knyta seg at markvirdum vidvikjandi gjaldferi,
figgjarlutfalli, Utlani til fastognir, Otlansvaekstri og
markvirdi fyri storar kundar. €ik Banki liggur innan fyri
oll hesi 5 Vti vid arslok 2012.

> Stérir kundar < 125%
€ik: 97,9%

Gjaldfori S;E;tsur
yvir l6gar- <209
innar krav o

~ B0% €ilk: -1,78%
E€ik: 297,3%

Figgingarlutfall < 1,0
€ik: 0,72

Utlan til fastognir < 25%
€ik: 10,2%

€ilk Banki P/F BN cftirlitsdiamantur

Compared to growth in wages and consumer prices
this most likely means that total production in 2013
will be unchanged.

Together with a limited demand for financing this
means that conditions for growth in the financial
sector is limited.

Despite this the Bank expects a profit in 2013 equal
to 2012. The profit shall be compared to the Bank's
plan of adapting the activity to the current Faroese
economy.

The Supervisory Diamond

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 Iarge loans. €ik Banki is within all of
these 5 values at the end of 2012.

> Large loans < 125%
€ik: 97.9%

Liquidity Increase in
coverage loans
ratio <20%
>50% €ilk:-1,78%
€ilk: 297.3%

Funding-ratio< 1,0
€ilk: 0.72

Property exposure < 25%
€ilk: 10.2%

€ik Banki P/F W The Supervisory Diamond
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Vitanartilfeingi

Tydandi vitanartilfeingi av serligum tydningi fyri
framtidar inntekur er einamest oklkara dugnaligu
starvsfolk og teer teenastur, sum nyttar verda 1
sambandi vid radgevingina.

Ovissa vid innrokning og mating

Tann mest tydandi dvissan vid innrokning og mating
knytir seg til Gtlanini og virdisaseting av ognum.
Leidslan metir, at 6vissan er 3 einum stedi, sum er
raoiligt 1 mun til arsfrasegnina. Vit visa til Iysingina 1
notu 1 7 nyttum roknskaparhatti.

Ovanligar hendingar 12012

Umframt tey vidurskifti, sum eru nevnd 1
arsfragreidingini, er einki ovanligt farid fram.

Hendingar eftir roknskaparlok

Fra degnum fyri figgjarsteduni vid arslok 2012 fram
til 1 dag er einki hent, sum hevur tydandi avirkan a
arsfrasegnina.

Corporate governance

Bankin fylgir tilmaelunum fra Finansradnum um gadan
leidslusio, og askodan bankans a hesi tilmeeli er jalig.

Bankin fylgir reglunum um godan bankasid, sum eru
3settar 1 "Bekendtgoerelse for Faereerne om god skilk
for finansielle virksomheder", sum hevur verid 1 gildi
Feroyar sidan 1. november 2008.

Hetta merkir, at vit T okkkara dagliga virki, t.e.
radgeving og 1 edrum vidskiftum vid kundan halda
g00an sid, eru heidurlig, radgeva og upplysa kundan 1
neydugan mun, at vidgerdin er gjegnumskygd, eins og
at avtalur og annad av tydningi verda gjerdar skrivliga.

Knowledge Resource

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

Uncertainty in the recognition and measurement

The most essential uncertainties relating to
recognition and measurement relates to loans and the
valuation of properties. Management believes 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.

Unusual conditions in 2012

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

Events after the reporting period

No events of significance for the reporting period have
occurred after 31 December 2012.

Corporate Governance

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

The Bank complies with the guidelines for ethical
banking behaviour that are stipulated in "Faroese
Executive Order on ethical behaviour for financial
institutions", which has been in effect in the Faroes
since 1 November 2008.

This entails that we, in our daily work advising custom-
ers 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.
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Kunngerdin er Otgivin vid heimild 18 43, stkk. 21

"Lov om finansiel virksomhed" (Fil), i® dsetur, at
peningastovnar skulu "drives i overensstemmelse
med redelig forretningsskikk og god praksis inden for
virksomhedsomradet".

Kunngerdin er galdandi fyri allar figgjarfyritekur.

Grannskodanarnevnd

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

Iykur kravini um ferleilkar innan roknskap og/ella
grannskodan.

Vadavidurskifti

Bankin hevur stadfest avisar vadar, sum knyta seg til
at reka 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 Iystir nidanfyri.

Nzerri Iysing av vadavidurskiftum bankans er 1
vaoafragreiding, sum er almannakunngjerd 3
heimasidu bankans, www.eik.fo.

Kredittvadi

Sum lidur T handilsmyndli bankans bjodar €ilk Banki

Ian, kredittir, abyrgdir og adrar teenastur og atelkur szer
hervid kredittvada. Kredittvadin kann Iysast sum vand-
in fyri figgjarligum missi, ta kundin ikki er ferur fyri at
yvirhalda sinar figgjarligu skyldur motvegis bankanum.

Lysing og styring av kredittakinum 7 bankanum
er samlad i kredittpolitikkinum fyri bankan, id var
godkendur av nevndini tann 21. september 2011.

Kredittpalitiklkurin verdur té6 dagferdur, um bankin
ynskir at broyta kredittreytirnar fyri betri at kunna
talka hadd fyri uttanhysis ella innanhysis broytingum,

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 "operated in accardance with good carporate
governance and ethical behaviour within their
business fields".

The executive arder applies to all financial institutions.

Audit committee

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.

Risk Management

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, whichis
published on the Bank's website, www.eilk.fo.

Credit risk

€ilk Banki offers loans, credits, guarantees and other
products as part of its business model and thus incurs
credit risk. Credit risk is the risl of losses arising
because 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 was ap-
proved by the board of directors 21 September 2011.

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
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id kunnu avirka kredittvirdid hja kundum. Talan kann
m.a. vera um, at bankin broytir treytir i ssmbandi vid
figging av avisum kundabolkum. Kredittpalitiklkurin
skal arliga leggjast fyri og godkennast av nevndini.
Kredittpalitiklkurin hevur stedi 1 "Lov om finansiel
virksomhed" og kunngerdini um "Ledelse og

styring af pengeinstitutter". Politikkurin asetur teer
grundreglur, id eru galdandi fyri, hvussu bankin
handfer kredittvada, vid atliti til virkisskipan
bankans, arbeidsaeki og innan fyri teer rammur, id
Figgjareftirlitid hevur asett.

Marknadarvadi

Marknadarvaoi er vadin fyri, at marknadarvirdid a
ymiskum alktivum og passivum, og meguligum @drum
figgjarligum télum hja bankanum, broytast orsakad av
broytingum T marknadarvidurskiftunum.

At 3taka sar marknadarvada er ein 6loysandi partur
av virksemi bankans, og verdur marknadarvadin 1
€ilk Banka byttur upp 1 rentuvada, partabraevavaoda,
gjaldoyravada og adrar prisvadar.

Nevndin 1 €ik Banlka hevur goédkent ein marknadar-
vaodapolitiklk, sum greitt tilskilar og asetir markvirdir
fyri, hvussu storan marknadarvada €ik Banki ynskir
at atalka szer 8 teimum ymisku ekjunum (Figgardeild
bankans hevur eftirlit vid, at marknadarvada-
politiklkurin og markvirdini verda hildin).

Nevnd og stjorn faa regluliga kunning um marknadar-
vadan, har hesin verdur hildin upp TmMoti markvirdunum,
sum eru asett 1 politikkinum og T heimildunum til stjorn.

Rakstrarvadi

Ralkstrarvadi kann Iysast sum vandin, sum stendst av
oskynsemi og manglandi innanhysis mannagongdum,
menniskjaligum mistekum, skipanarvillum ella av
uttanifra komandi hendingum.

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
talking into account the Bank's business organisation,
area of operation and the framework posed by the
Danish Financial Supervisory Authority.

Market Risk

Market riskk is defined as the risk that the market
value of assets and liabilities, as well as off-balance
items, will be affected as a result of changing market
conditions.

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

The Board of Directors of €ikk 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 receive reports regarding
market risk compared to limit values as defined in the
palicy and management's authorisations.

Operational risk

Operational risk is defined as the risk arising from
inadequate and inefficient internal processes, human
errors, IT-failures and external factors.
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Ralkstrarvadar kunnu avmarkast, men ikki sleppast
3av vid. Tad verdur regluliga eftirkannad, um vadar,
sum kunnu hava neiliga avirkan § bankan, taka seg
upp. Arbeitt verdur stedugt vid at menna og styrkja
vadastyringina 1 bankanum, t.d. vid at styrkja og
endurskoda mannagongdir og eftirlit, at tryggja
skjalfesting, styra broytingum eins og at skrasets,
fraboda og eftirmeta vadar.

Gjaldferisvaoi

Gjaldferisvadin 1 bankanum kann Iysast sum vadin, id
stendst av, at munur er 3 tidarbundnum Otgangandi
0g inngangandi gjaldferisstreymum T bankanum.

Nevndin hevur asett yvirskipadan vadapolitikik
fyri gjaldferisvadar, id greitt asetir krov til dagliga
gjaldferid og uppgerd av gjaldferisvadum.

€ilk Banki asetir hetta sum gjaldferisvadar:

e At Otreidslur til gjaldferisitvegan okjast munandi

e At manglandi figging fordar bankanum 1 at vardveita
godkenda handilsmyndilin

o At bankin ikki Iykur sinar gjaldsskyldur grundad a
manglandi figging

Gjaldferispolitikikur bankans er at hava eitt gjaldferi,
sum 1 minsta lagi er 1,5 ferdir sterri enn l6garasetta
minstakravid. Vid arsenda 2012 hevdi bankin ein
gjaldfaerisyvirdekning upp a knappliga 4 ferdir
|6garasetta minstakravio.

Eftir afturrindan av skuld vid statsvedhaldi
uUpp 3 EUR 140 mib. er framvegis ein munandi
gjaldferisyvirdekningur i mun til I16garasetta
minstakravid.

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 contrals,
ensuring documentation, contral changes and
register, report and assess risks.

Liquidity risk

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 riskks, which clearly states

the requirements for daily liquidity and statement of
liquidity risk.

€ilk Banki assesses the following as liquidity risks:

e Expenses to obtain and keep liquidity might
increase significantly

e | ack of funding may prevent the Bank from
maintaining the approved business model

e The Bank might not be able to meet its obligations
due to lack of funding

The Bank's liquidity palicy is to maintain liquidity,
which is at least 1.5 times higher than the statutory
minimum requirement. At the end of 2012, the Bank
had an excess liquidity that was 4 times higher than
the statutory minimum requirement.

After the repayment of the government guaranteed
loan of EUR 140 million, the Bank still has a
substantial excess liquidity relative to statutory
minimum requirements.
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Leidslusterv / Directorships

Nevndarlimir / Boardmembers

Torben Nielsen

o Tryg Forsikring A/S, nastformadur og formadur fyri
grannskodanarnevndini og risikonevndini / Deputy
Chairman and Chairman of the audit committee as
well as the risk committee

e Sparinvest SICAV, Luxembourg, nevndarformadur /
Chairman

o Investeringsforeningen Sparinvest,
nevndarformadur / Chairman

e Plass Data A/S, nevndarformadur / Chairman

e VP Lux S.a.r.l., nevndarformadur / Chairman

e Museum Sydestdanmark, nevndarformadur /
Chairman

e VP Securities A/S, nastformadur / Deputy Chairman

e Bankernes Kontantservice A/S, naestformadur /
Deputy Chairman

e Nets Holding A/S, nevndarlimur / Board member

e Dansk Landbrugs Realkredit A/S, nevndarlimur
og formadur fyri grannskadanarnevndini / Board
member and Chairman of the audit committee

e Adj. Professor CBS / Adj Professor CBS

e
@

.,

‘i

GunnariLida

e Ognarfelag Tryggingartakaranna, nevndarformadur
/ Chairman

e TF Holding P/F, nevndarformadur / Chairman

Tryggingarfelagid Feroyar P/F, nevndarformadur /

Chairman
e [P/F Hotel Feroyar, nevndarformadur / Chairman

Grenlandsbanken A/S, nevndarformadur / Chairman

Ben Arabo

P/F Atlantic Petroleum, stjori / CEO

Atlantic Petroleum UK Ltd, nevndarformadur /
Chairman

Atlantic Petraleum Norge AS, nevndarformadur /
Chairman

Rubicon Sp/F, stjori / CED

Atlantic Petroleum (Ireland) Ltd, nevndarlimur /
Board member

Volantis Exploration Ltd, nevndarlimur /

Board member

Johannes Danielsen

Ognarfelag Tryggingartakaranna, nastformadur /
Deputy Chairman

TF Holding P/F, nastformadur / Deputy Chairman
Tryggingarfelagid Feroyar P/F, nastformadur /
Deputy Chairman

SP/F Johs., stjori / CEO

Nes Kommuna, borgarstjori / Mayor

-l

Regin Hammer

Ognarfelag Tryggingartakaranna, stjori / CEO

TF Holding P/F, stjori/ CEO

Tryggingarfelagid Feroyar P/F, forstjori / CEO
Betri Pension P/F, nevndarformadur / Chairman
TF Ognir P/F, nevndarfarmadur / Chairman

TF Ilegur P/F, nevndarformadur / Chairman

FIC Guernsey Ltd., nevndarformadur / Chairman
BUagrunnurin, nevndarlimur / Board member
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Jorn Astrup Hansen
e Einki/ None

joe

Sverri Justinussen
e £inki/ None

STUORN 7/ EXECUTIVE BOARD

ﬂk.

S0ni Schwartz Jacobsen
e [P/F Notio Framtaksfelag,
nevndarformadur / Chairman

e P/F Elektron, nevndarformadur / Chairman

e P/F Inni, nevndarformadur / Chairman

e [P/F Rundingur, nevndarformadur / Chairman

e [P/F Fastogn, nevndarlimur / Board member

e Virdisbraavamarknadur Feroya P/F,
nastformadur / Deputy Chairman

(lFmrem i

Kristian Ostergaard
e Einki/ None

Jonleif Th. Jacobsen
e £inki/ None

20



Nota

10
11

12

13

14

Eilk
12. okt.
2010
til 31. des.
DKK 1.000 2012 2011
Rakstrarroknskapur / Income Statement
Rentuinntekur / Interest income 345.530 535.005
Rentudtreidslur / Interest expenses 81.667 156.878
Rentuinntekur netto / Net interest income 263.863 378.127
Vinningsbyti av partabrevum v.m. / Dividends on shares, etc. 930 1.317
Omaksgjeld og provisionsinntelkur / Fee and commission income 71.048 86.642
Utreidslur til 6maksgjeld og provisionir / Fee and commission expenses 391 7.218
Rentu- og 6maksgjeld netto / Net interest income and fee income 335.450 458.868
Virdisjavnan / Fair value adjustments 32.907 -36.252
Adrar vanligar inntekur / Other operating income 34.209 139.519
Utreidslur til starvsfollk og umsiting / Staff costs and adm. expenses 182.946 255.088
Av- 0g nidurskrivingar av oTtekiligum og Ttekiligum ognum / Depreciations
and write down of intangible and tangible assets 36.685 13.490
Adrar rakstrarGtreidslur / Other operating expences 16.284 68.180
Nidurskrivingar av 0tlanum og adrari ogn / Impairment of loans advances,
receivables etc. 61.188 420.554
Urslit av kapitalpeortum T assosieradum og tilknyttum fyritekum / Income
from associated and subsidiary undertakings -7.220 -111.389
Urslit fra uppathaldandi virksemi / Profit/loss (-) on discontiuing activities -4.164 20.460
Urslit adrenn skatt / Profit/loss (-) before tax 94.079 -286.106
Skattur / Tax -17.251 30.186
Arsurslit / Net profit/loss (-) for the year 76.828 -255.920
Byti av arsorsliti / Allocation
Arsirslit / Net profit for the period 76.828 -255.920
Flutt fra Yvirkursgrunni / Transferred from Share premium account 1.130.001 769.999
Nettoogn yvirtikin / Net assets acquired 0 -514.079
At rada yvir tilsamans / Total amount available for allocation 1.206.829 0
Vinningsbyti / Dividends for the year 122.031 0
At flyta til naesta ar / Carried forward to next year 1.084.798 0
Nytsla av arsursliti / Total allocation 1.206.829 0
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31

Eilk
DKK 1.000 2012 2011
Figgjarsteda / Balance sheet
0gn / Assets
Kassapeningur og 3ogn uttan uppsegn hja tjodbankum / Cash in hand and
demand deposits with central bankks 400.286 182.976
AognTlanistovnum og tj6dbankum / Claims on credit institutions and
central banks 270.850 382.167
Utldn og onnur ogn til amortiseradan kostpris / Loans and other
claims at amortised cost 4.879.659  4.968.084
Lansbrav til dagsvirdi / Bonds at fair value 2.111.224 1.634.912
Partabrov / Shares 85.782 113.966
Kapitalpartar 1 assosieradum fyritelkum / Holdings in associated
undertakings 0 0
Kapitalpartar 1 tilknyttum fyritekum / Holdings in subsidiary undertakings 12.427 20.457
Ottekiligar ognir / Intangible assets 1.408 25.421
Grundeki og bygningar 1 alt/ Land and buildings 114.664 130.175
- Ilegubygningar / Investment properties 3,155 0
- Fyrisitingar- og deildarbygningar / Domicile properties 111.509 130.175
Onnur Ttekilig ogn / Other tangible assets 7.241 7.769
Verandi skattaogn / Current tax assets 57 79
Utskotin skattaogn / Deferred tax assets 12.935 30.186
Ognir 1 fyribils vardveitslu / Assets in temparary possession 244.614 309.468
Onnur ogn / Other assets 35.260 34.715
Tidarskeidsavmarkingar / Prepayments 8.069 8.592
Ogn tilsamans / Total assets 8.184.476 7.848.967
Skuld / Liabilities
Skuld til Ianistovnar og tjodbankar / Debt to credit institutions and
central banks 148.953 145.020
Innlan og onnur skuld / Deposits and other debt 6.519.598  6.285.801
Onnur skuld / Other ligbilities 197.254 178.071
Tidarskeidsavmarkingar /Prepayments 58 176
Skuld tilsamans / Total liabilities 6.865.863 6.609.068
Avsett til eftirlen / Provisions for pensions 1.295 0
Avsett til tap av abyrgdum / Provisions for loan on collaterals 2.500 2.017
Avsett til adrar Otreidslur / Other provisions 7.989 7.881
Avsetingar til skyldur / Provisions for liabilities and charges 11.784 9.898
Eginpeningur / Equity
Partapeningur / Share capital 100.000 100.000
Yvirkursur vid partabravaltgavu / Share premium reserve 0 1.130.001
Flutt avliop /Retained profit 1.084.798 0
Uppskot til vinningsbyti / Proposed dividend 122.031 0
€ginpeningur tilsamans / Total equity 1.306.829 1.230.001
Skuld, skyldur og eginpeningur tilsamans / Total liabilities 8.184.476  7.848.967
Tel, i® ikki eru tikin vid 1 javna / Off-balance sheet items
Abyrgdir v.m. / Guarantees, etc. 727.501 715.773
Adrar skyldur / Other commitments 17.000 600
Tol, i6 ikki eru tikin vid 1 javna, tilsamans / Total off-balance sheet items 744.501 716.373
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Uppgerd av broyting 1 eginogn /
Statement of changes in equity
Yvirkursur
vid
partabrava-
Parta- otgavu Uppskot til
peningur / Share Flutt avlop vinningsbyti
/ Share premium / Retained / Proposed Tilsamans /
DKK 1.000 Capital account earnings dividend Total
Arsbyrjan / Beginning of year 100.000 1.130.001 0 0 1.230.001
Flutt fra Yvirkursgrunni /
Transferred from Share premium
account -1.130.001 1.084.798 45.203 0
Arsirslit / Net result for the year 0 76.828 76.828
31. desember 2012 100.000 0 1.084.798 122.031 1.306.829
Arsbyrjan / Beginning of year 100.000 1.900.000 -514.079 0 1.485.921
Flutt fra Yvirkursgrunni /
Transferred from Share premium
account -769.999 769.999 0
Arsirslit / Net result for the year -255.920 -255.920
31. desember 2011 100.000 1.130.001 0 0 1.230.001

Partapeningurin hja €ikk er uppa DKK 100 mio., byttur 8 DKIK 30 mid. T A-partabrevum og DKIK 70 mid. 1
B-partabrevum. Badi A-partabrov og B-partabrov eru bytt 8 partabrov 8 DIKKK 1 ella multipla av hesum. A
arsadalfundinum hin 13. mars 2013 verdur vidtekubroyting framd soleidis, at byti millum A- og B-partabrov
hvervur. / The Company's share capital amounts to DKIK 100 million. divided to DKK 30 million A-shares and
DKK 70 million B-shares. Both Class A shares and B shares are divided into shares of DKK 1 and multiples
thereof. At the General Meeting on 13 March, the Articles of assiociation will be amended, so that the
difference between Class A- and B-shares dissappears.
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DKK 1.000 2012 2011
Solvensuppgero / Statement of Solvency
Kjarnukapitalur eftir fradrattir / Core capital less statutory deductions 1.070.455 1.174.394
Grundkapitalur / Capital Base 1.170.455 1.174.394
Vektad ogn uttan fyri handilsogning, Trolknad tel, id ikki eru tikin vid Tjavna /
Weighted assets not included in trading portfolio including off balance-sheet
items 3.997.954  4.360.895
Velktadir postar vid marknadarvada / Weighted items with market rislk 449.700 458.174
Ralkstrarvaodi / Operational risk 577.036 480.651
Vektad ogn tilsamans / Total risk weighted assets 5.024.690 5.299.720
Solvensprosent eftir FIL § 124, stk. 2, nr. 1 / Solvency ratio purs. to
FIL§124,2n0.1 23,3% 22,2%
Kjarnukapitalur eftir fradratt 1 prosent av vektadari ogn / Core capital ratio 21,3% 22,2%
Kapitalkrav / Capital demand
Kjarnulkapitalur fyri fradrattir / Core Capital before statutory deductions 1.206.829 1.230.001
Uppskot til vinningsbyti / Proposed dividend 122.031 0
Ottekiligar ognir / Intangible assets 1.408 25.421
Skattaalktiv / Tax assets 12.935 30.186
Kjarnukapitalur eftir fradrattir / Core capital less statutory deductions 1.070.455 1.174.394
Supplerandi kapitalur / Supplementary capital
Partapeningur, sum ikki verdur tikkin vid T kjarnukapitalin / Share capital, not
included in Core capital 100.000 0
Grundkapitalur / Capital base 1.170.455 1.174.394
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Notur

1. Nyttur roknskaparhattur
ALMENT

Arsroknslkapurin er gjerdur sambaert dsetingunum 1
l6g um figgjarligt virksemi og tilhayrandi kunngerd
um figgjarligar frasegnir fyri peningastovnar v.m.,
sum er galdandiiFeroyum.

Arsroknslkapurin verdur vistur T donskum krénum,
sum er funktionella gjaldoyra hja bankanum. @Il onnur
gjaldoyru verda mett sum fremmant gjaldoyra.

Arsroknslkapurin er settur upp 11.000 kr.

Nyttur roknslkaparhattur er 6broyttur T mun til
arsroknskapin fyri 201 1.

Samanberingartelini fevna um tidarskeidio fra
stovnan 12. oktober 2010 til 31. desember 2011.

Samtaksroknskapur

Visandi til grein 138, stk 2 1 "Bekendtgarelse for
Faereerne om finansielle rapporter for kreditinstitutter
og fondsmaeglerselskaber m.fI" ger bankin ikki
samtaksroknskap.

€ilkk Banki P/F er partur av:
Ognarfelag Tryggingartakaranna
100 Torshavn
Felagsskrasetingarnummar: 113

Samtaksroknslkapurin er tekur 8 bUstadnum hja
moodurfelagnum

Kongabragvin
100 Térshavn

Alment um innrokning og virdisaseting.

Inntelkur verda innrolknadar 1 rakstrarrolknskapin 1

t1 tidarskeiodi, teer verda vunnar. Herumframt verda
rolknadar vio allar virdisbroytingar av figgjarligum
ognum 0g skyldum, sum verda innroknadar til
dagsvirdi ella Utveganarvirdi. Harnaest verda allar
Utreidslur roknadar vid Ttann mun, hesar eru hildnar,
fyri at naa inntelkurnar 1 arinum, Troknad avskrivingar,
nidurskrivingar, avsettar skyldur og afturferingar
orsalkkad av broyttum roknskaparligum metingum

av upphaddum, sum adur hava veriod tiknar vid 1
ralksturin.
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Notes

1. Significant accounting policies
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 DKIK, 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 accounting policies are unchanged compared to
the annual report 2011.

The comparative figures cover the period 12 October
2010 to 31 December 2011 which was the first
financial statements for €ik Bank P/F.

Consolidated Financial Statements

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.

€ilk Banki P/F is part of:
Ognarfelag Tryggingartalkkaranna
100 Torshavn

Registration number: 113

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

Kongabragvin
100 Torshavn

Basis for recognition and measurement

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
vear's earnings, such as depreciation, amortization,
provisions and reversals due to changes in accounting
estimates of amounts previously recognized in the
income statement are included.



0Ogn verdur innroknad 1 figgjarstaduna, ta tad er
sannlikkt, at figgjarligir fyrimunir T framtidini koma
bankanum til godar, og virdid av ognini kann asetast
alitandi.

Skyldur verda innroknadar 1 figgjarsteduna, ta id
tad er sannlikt, at bankin 7 framtidini skal av vid
figgjarligar agoodar, og steddin a skyldunum kann
gerast upp alitandi.

Figgjarlig ambod verda innroknad a
avrokningardegnum og innrokningin stedgar ta
raetturin at mottaka ella Iata pengar fra figgjarliga
amboodnum fer Or gildi ella um figgjarliga ambodi
verdur avhendad soleidis at vadin og reettindini til
vinning 1sambandi vid ognarraettin T hevudsheitum
eru flutt til annan eigara.

T3 i® ognir ella skyldur verda innraknadar 1
figgjarsteduna a fyrsta sinni, verdur hetta gjort til
dagsvirdi. To verda oitekiligar og Ttekiligar ognir

a fyrsta sinni asettar til Gtveganarvirdi. Eftir hetta
verda ognir og skyldur uppgjerdar sum lyst fyri hvenn
roknskaparpost szr nidanfyri.

Vid innrokning og virdisaseting verdur atlit tikid til
upplysingar um vinning, tap og vagar, id koma til
oklkara kunnleilka fram til dagin, ta arsroknskapurin
verdur lagdur fram og sum vatta ella avsanna
vidurskifti sum voru figgjarstedudagin.

Avisar figgjarligar ognir og skyldur verda asettar til
amortiseradan Gtveganarkostnad, soleidis at taer
verda roknadar vid eini stedugari effelktivari rentu
alt avtalutidarskeidid. Amortiserad Otveganarvirdi
er upprunaliga Otveganarvirdid vid iskoyti/fradratti
av allari amortiseringini av muninum millum
Utvegarnarkostnad og aljodandi upphadd. Avdrattir
0 Meguligar nidurskrivingar verda fratreltar.

ROKNSKAPARLIGAR METINGAR

Roknskaparliga virdid 3 avisum ognum og skyldum er
tengt at metingum av, hvussu hesar ognir og skyldur
verda avirkadar av framtidar hendingum.

Metingarnar og fyritreytirnar, sum nyttar eru, byggja
3 seguligar royndir og adrar falktorar, sum leidslan
eftir umstedunum metir vera raodiligar, men sum eru
ovissar og torferar at siga nakkad um. Fyritreytirnar
kunnu vera o6fullfiggjadar ella 6neyvar og Gvantadar
hendingar ella umstadur kunnu koma fyri. Harnaest
er bankin fevndur av vandanum fyri ovissu, sum
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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.

Ligbilities 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
settlement, and the recognition ceases when the right
to receive or deliver cash flows from the financial
instrument 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 unpredictable. Such assumptions may be
incomplete or inaccurate, and unexpected events
or circumstances may occur. In addition, the Bank



kann fera vid seer vidurskifti, sum vikja frd hesum
metingum. Tad kann verda neyodugt at broyta adur
gjordar metingar orsakad av broytingum 1 teimum
fyritreytum, sum metingarnar byggja a ella orsakka av
nygegjari vitan ella hendingum, sum seinni eru Ikomnar
Teer tydningarmiklastu fyritreytirnar og serstaku
vandarnir eru umreddir T leidslufragreidingini og 1
notunum.

Nidurskrivingar 8 Gtlan og adra dogn

Vid Otrokning av nidurskriving a Utlanum eru tydandi
metingar tengdar at uppgerodini av steddini 3 vanda-
num fyri, at kundin ikki yvirheldur sinar skyldur T fram-
tidini. Um tad kann stadfestast, at kundin ikki fer at
yvirhalda sinar skyldur, er steddin av vantadu aftur-
gjoeldunum 1 framtidini, herundir seluvirdir av trygdum
0g vanta Utgjald av bytispeningi fra trotablgvum
eisini knytt at tydandi metingum og ovissu.

Bolkanidurskrivingar

Bolkanidurskrivingar eru eisini heftar vid ovissu, vid
tad at seguliga grundarlagio fyri Gtrokningunum er
avmarkao.

Dagsvirdi a figgjarligum ambodum

Bankin matar eina red av figgjarligum ambodum til
dagsvirai, Troknad all avleidd figgjarlig ambod og a
sama hatt partabrev og lansbrov. Vidvikjandi figgjar-
ligum ambodum, sum eru skrasett og verda handlad 3
einum virknum marknadi ella har, sum virdisasetingin
byggir a alment vidurkendar virdisasetingarhaettir
sum aftur byggja 8 marknadarupplysingar, sum
kunnu eygleidast, eru ikki tydandi metingar tengdar
at virdisasetingini. Vidvikjandi figgjarligum ambodum
har virdisasetingin bert T minni mun byggir a
marknadarupplysingar, sum kunnu eygleidast, er
virdisasetingin avirkad av metingum. Hetta er til
demis galdandi fyri ikkki bersskrasett partabrov.

Um dagsvirdio ikki kann asetast alitandi verdur ilegan
innroknad til keypsvirdid fradrigid nidurskrivingar 1
sambandi vid virdisminking.

Avsetingar moti tapi uppa abyrgdir v.m.

Vidvikjandi avseting moti tapi uppa abyrgdir er

ovissa tengd at metingini um og T hvussu storan

mun, 3byrgdin verdur virkin um abyrgdarhavarin
kemur 1 figgjarligar trupulleilkar, og hvussu stort tapid
verdur. Somu metingar gera seg galdandi vidvikjandi
meguligum reettarkrevum har 6vissa er um og T hvenn
mun ein megulig hending kemur at vidfera eitt tap fyri
bankan.
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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

3 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.

Impairment charges on loans and other claims

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

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

Fair value of financial instruments

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.

Provisions for losses on guarantees etc.

Regarding provisions for losses on guarantees

this is subject to the uncertainty of assessing the
extent to which guarantees may be called upon as 3
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
3 future loss for the Bank.



Dagsvirdi a fyrisitingar- og deildarbygningum
Vid aseting av dagsvirdinum av bygningum verdur ein
lonsemisgrundadur myndil nyttur.

Dagsvirdi a bygningum er grundad 3 eina aftur-
diskontering av framtidar rakstri vid einszeris asettum
leansemiskrevum. Lensemiskravid er asett vid stedi
Tstadnum, har bygningurin er, meguligari nytslu og 1
mun til, hvussu bygningurin er vidlikahildin o.s.fr.

Ognir i fyribils vardveitslu

Ognir 1 fyribils vardveitslu eru Ttakiligar ognir og
figgjarligar ognir t.e. kapitalpartar 1 felegum, sum
bankin hevur sum mal at selja innan 12 manadir.
Talan er um ognir og feleg, sum eru yvirtikin orsalkkad
av misraktum laniavtalum, umframt fyrrverandi
avgreidslubygningar hja bankanum, sum eru til selu.

Tilikar agnir verda virdisasettar til l2gra virdid av
bolkadum virdi 3 degnum, ta umbaoking til hendan
roknskaparpostin verdur gjerd, og dagsvirdi vid
fradratti av meguligum selukostnadi. Tad verda ikki
gjerdar avskrivingar av Ttekiligum ognum.

Transaktionir millum feleg i samtakinum

Handil og taenastur millum felegini T samtakinum
verda avroknad til marknadarpris.

Utlendskt gjaldoyra

Transaktionir T fremmandum gjaldoyra verda

vid fyrstu innrokning umroknadar til kursin 3
transaktionsdegnum. Gjaldoyramunir, id standast
millum kursin transaktionsdagin og avrokningardagin,
verda innroknadir T rakstrarroknslkapin sum
'Virdisjavnan'.

Agodi, skyldur og adrir figgjarligir postar 1
fremmandum gjaldoyra, i ikki eru avroknadir
3 figgjarstedudegnum, verda umroknadir

vid endakursinum fyri vidkomandi gjaldoyra
figgjarstedudagin.

Roknskaparlig trygging av rentuvada

Bankin avdekkar rentuvadan a avisum fastrentadum
ognum og skyldum vid avleiddum figgjarambodum.
Broytingar 1 dagsvirdinum a avleiddum
figgjarambodum verda innroknadar 1 ralksturin.

Motrokning

0gn og skyldur verda motroknadar, ta bankin hevur
ein legfrediligan reett at motrokna innroknadu
upphaddirnar og samstundis hevur &tlan um at
nettoavrokna ella at avhenda ognina og samstundis at
gjalda aftur skylduna.
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Fair value of domicile properties

To measure the fair value of properties an asset return
model is used.

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

Assets in temporary possession are tangible assets
and financial assets actively marketed for sale within
12 months, for example assets and businesses talkken
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

Intra-group transactions are entered into on an arm's
length basis.

Foreign Currency Translation

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.

Hedge accounting of interest rate risk

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.

Offsetting

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.



Segmentupplysingar

Av ti at virksemid og marknadirnir ikki vikja fra
hverjum edrum innanhysis, er T raknskapinum ikki
upplyst, hvussu rentu- og 6maksgjeld netto og
virdisjavnan er bytt 0t 3 virkisekir og a landafrediligar
marknadir.

RAKSTRARROKNSKAPURIN

Rentuinntekur og Otreidslur

Rentuinntekur og -Otreidslur verda innroknadar

T rakstrarroknslkapin 1 ti tidarskeidi, taer verda
vunnar. Rentuinntelkur og —0treidslur sum vidvikja
rentuberandi figgjarligum ambodum, id verda
virdisasett til amortiserad Gtveganarvirdio, verda
innroknad 1 rakstrarroknskapin sambaert effektiva
rentuhattinum vid grundarlagi 1 kostprisinum fyri
figgjarliga ambodid. Rentur fevna um amortisering
av 0maksgjeldum, sum eru ein partur af effektiva
avkastinum 3 figgjarliga ambodnum, so sum
stovningarprovisionir.

Inntekufering av rentum a Otlanum vid stak
nidurskriving er vid grundarlagi 1t nidurskrivada
virdinum.

Omaksgjold

Omaksgjel,d sum vidvikja avtalum har taenasta
verour veitt 1 eitt tidarskeid, verda innroknad

T taenastutidarskeidnum. Hetta fevnir millum
annad um abyrgdarpravisionir og inntakur fra
ognarrektaravtalum. Onnur 6maksgjeld verda

innroknad T rakstrarroknslkapin 3 transaktionsdegnum.

Hetta fevnir millum annad um kurtagu, goymslugjeld
og 6maksgjeld fyri gjaldsmiodling.

Omaksgjeld og provisionir eru partur av framhaldandi
samstarvinum vid BRF Kredit. Vid at bjoda 0t BRF

Ian faer bankin part av iskoytinum fra teimum

[anum, sum BRF veitir. Parturin hja bankanum av
iskoytinum verdur innraknadur vid motteku. Onnur
omaksgjold verda innroknad 1 rakstrarrolknskapin 3
transalktionsdegnum.

Virdisjavnan

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

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.

INCOME STATEMENT

Interest income and expenses

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.

Fees received and paid

Income related to services rendered over 3 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.

Value adjustments

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 ac-
counting is also recognised under value adjustments,
as well as fair market value adjustments of foreign
currencies



Adrar vanligar inntekur

Adrar vanligar inntelkur fevna um roknskaparpostar
av minni tydandi slag 1 mun til hevudsvirksemiod hja
bankanum, Troknad vinning og tap vid selu av llegum,
ognum hja bankanum og edrum ognum.

Adrar vanligar inntelkur fevna eisini um leiguinntekur
fra bygningum, aftana at kostnadur er drigin fra.

Avlop og hall vid selu av bygningum verdur gjort
upp aftana fradratt av kostnadi og roknskaparliga
virdinum, ta selan for fram.

Adrar vanligar inntekur fevna eisini um "virdisjavnan"
av lanum, sum bankin hevur yvirtikid fra gamla Eik
Banka P/F og sum fevna um positivar broytingar 1
mun til virdi av yvirtiknu Ianunum.

Utreidslur til starvsfalk og fyrisiting

Utreidslur til starvsfollk og fyrisiting fevnir um lenir,
fritidarlan, eftirlenarveitingar, og so framvegis.
Harumframt eru adrar vanligar ralkstrardtreioslur og
keyp av verum og teenastum iroknadar.

Eftirlonargjaldsskyldur

Bankin hevur gjert eftirlenaravtalu vid starvsfolkini
Tbankanum. Avtalan hevur vid szer, at bankin
hvenn manad flytir eina avisa upphadd inn 3 eina

personliga eftirlenarkontu hja vidkomandi starvsfolki.

Eftirlonargjaldid verdur Utreidslufert so hvert, sum
starvsfolkini hava vunnid reett til tad.

Adrar rakstrarotreidslur

Adrar rakstrardtreidslur innihalda roknskaparpostar
av sekunderum slagi T mun til hevudsvirksemid hja
bankanum.

Inntekur fra assosieradum og tilknyttum felegum
Inntekur fra assosieradum og tilknyttum felegum
fevna um hin lutfalsliga partin av Grslitinum hja
teimum einsteku felegunum eftir skatt.

Skattur

Skattur T arinum fevnir um vanligan skatt og um
broyting T 0tsettum skatti. Tann parturin, sum

kann avisast til rslitid Tarinum, verdur tikin vid 1
ralkstrarroknskapin, medan tann parturin, sum kann
avisast til bakingar beinleidis 8 eginognina, verdur
tikkin vid T eginognina.

Eik 30

Other operating income

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.

Furthermaore, other operating income includes rental
income from properties after deducting operating
expenses.

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

Staff costs and administrative expenses comprise
salaries, holiday pay, pension costs, etc. Costs of
go0ds and services provided are also included here.

Pension obligations

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

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

Taxes

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.



FIGGJARSTODA

Aogn hja lanistovnum og tjedbankum

Aogn Tlanistovnum og tjedbankum fevnir um dogn
hja @drum lanistovnum og tidarinnskot 1 tjodbankum.
Aogn hja 1anistovnum og tjedbankum verdur
virdisasett til amortiserad Gtveganarvirdi sum Iyst
undir Utlan og adrar dognir.

Utldn og onnur do0gn

Utlan og onnur 3ogn, verda 1 fyrstu atlegu innroknad
til dagsvirdi, iroknad handilskostnad, men fradrigid
omaksgjeld og stovningarprovisionir 1 sambandi vid
upptekuna av 1aninum. Utldn og onnur 30gn verda
hareftir virdisasett til amortiserad Gtveganarvirdi
vid at nyta effektiva rentuhattin og fradrigio
nidurskrivingar.

Nidurskrivingar

Utlan og dogn verda javnan kannad fyri
nidurskrivingarterv Ot fra fastlegdum objektivum
abendingum um virdisminking. Hetta verdur gjort

vid stakvis, at meta um all tydningarmikil og
krediteydmerkt 0tlan og adrar dognir, og viod at flokka
Utlan og adrar aognir 1 bolkar vio felags eyokenni vid
atliti til kredittvada, og hareftir meta um hesi 3 slikum
grundarlag.

Staknidurskrivingar

Nidurskrivingar verda gjerdar fyri hverja tilsegn saer,
t3 tad er ein objektiv abending um virdisminking a eini
slikari tilsagn.

€in objelktiv abending um virdisminking verdur
roknad at vera til stadar, um ein ella fleiri av hesum
hendingum fyriliggja:

e Lantakarin erifiggjarligum trupulleikum
e |3ntakarin heldur ikki treytirnar 1 avtaluni

Treytirnar T 1ansavtaluni vera gjerdar linari vegna
Iantalkarans figgjarligu trupulleikar

e ella tad er sannlikt, at Iantakarin fer undir
trotablsvidgerd ella verdur umfatadur av adrari
figgjarligari endurreisn

Upphaeddin, sum verdur nidurskrivad, verdur
uppgjerd sum munurin millum roknskaparliga virdid
3adrenn nidurskriving og n0tidarvirdid av vaentada
framtidar pengastreyminum fra Ianinum, Troknad
Uppgerdarvirdid av meguligum trygdum. Einhvaer
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BALANCE SHEET

Claims on credit institutions and central banks
Claims on credit institutions and central banks
comprise receivables from other credit institutions
and time deposits 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.

Loans, advances 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.

Impairments

Loans, advances and other receivables are monitored
continuously 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.

Individual impairments

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:

e the borrower is in financial difficulties

e the borrower does not comply with the terms of
contract

e the Bank grants the borrower special terms that
would not have been granted in the absence of the
borrower's financial difficulties

e Oritis 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



megulig haekkan av ndtidarvirdinum av veentadu
framtidar peningastreymunum merkir annadhvaert
partvisa ella fulla afturfering av nidurskrivingum. Fyri
Utlan vio fastari rentu verdur upprunaliga effektiva
rentan nytt til at rakna notidarvirdid, medan verandi
effelktiva rentan verdur nytt til Gtlan vid broytiligari
rentu og adra aogn.

Bolkanidurskrivingar

Tey 0tlan og agddar, sum ikki eru nidurskrivad hver
seer, verda bolkad 1ymiskar bollkar, og mett verdur
um nidurskrivingartervin T hvaerjum bolki seer.

Torvurin 3 bolkanidurskrivingum tekur stedi 1 eini
bolking av 0tlanum, sum hava felags kredittvada
eyokenni. Bolkanidurskrivingar eru m.a. tladar

at fevna um versnandi gjaldorku T teimum avisu
bolkunum og broytingar 3 edrum ekjum, sum grundad
3 royndir eru tengdar at bolkum av Gtlanum og
30gnum vid vantandi gjaldorku. Bankin hevur fyra
ymiskar bolkar: ein balk fyri privatikundar, tvinnanda
bolkar fyri vinnulkundar og ein fyri almennar kundar.

Metingin av bolkunum verdur gjerd eftir einum
segmenteringsmyndli, sum er mentur av LOPI (Lokale
pengeinstitutter). Myndilin fastleggur samanhangin
Tymsu bolkunum millum stadfest tap og nalkrar
tydandi serkendar farklarandi landsbiskaparligar
variablar vid eini linjuraettari regressionsgreining. Sum
variablar verdur m.a. brokt arbeidsloysi, husaprisir,
renta, tal av trotablgvum / tvingsilsselum v.m.

Segmenteringsmyndilin er 1 Utgangsstedinum
Utroknadur grundad a tapsupplysingar fyri allan
peningastovnsgeiran.

Bankin skal tt meta, um tillagast skal til egin
viourskifti, soleidis at tad eru hesi tilpassadu
estimatini, sum verda brolkt T Gtrokningini av
nidurskriving uppa bolkar. Fyri hvenn bolk av
Utlanum og ag66um faest eitt estimat, sum sigur,
Rvussu stor virdisminkingin er T prosentum av einum
bolki a figgjarstedudagfestingini. Vid at samanbera
upprunaliga tapsvadan fyri einstalka 0tlanid vid
tapsvadan vid endan a aktuella roknskaparskeidnum,
framkemur upphaddin fra einstalkka Gtlaninum til
nidurskrivingarnar fyri bolkar.

Lansbrev og partabrov
Barsskrasett virdisbrev verda virdisasett til
dagsvirdi grundad 3 almenna kursin vid arsenda.
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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.

Collective impairment

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 other 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 caollective evaluation is made by a segmentation
model developed by the Association of "Lokale
Pengeinstitutter". 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 riskk of loss with the loan loss risk at the
end of the current accounting period.

Bonds and shares

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



Ikli borsskrasett virdisbrov verda somuleidis
bolkao til dagsvirdi vid stedi 1 frymlum um avtaladar
handilsprisir sasmbeert vidtekum og edrum.

Kursjavningar av barsskrasettum og ikki
barsskrasettum virdisbrevum verda bokadar 1
rakstrinum sum "Virdisjavningar".

Kapitalpartar 1 tilknyttum fyritekum

Tilknyttar fyritelkur eru fyritekur, har bankin hevur
avgerandi avirkan. Kapitalparturin verdur virdisasettur
til innara virdi. Lutfalsligi parturin av Grslitinum aftana
skatt verdur innroknadur 1 raksturin undir postinum
"Urslit av kapitalpertum T assosieradum og tilknyttum
fyritakum®.

Kapitalpartar i assosieradum fyritoakum
Assosieradar fyritekur eru fyritekur sum ikki eru
tilknyttar, men har bankin eigur kapitalpartar 1

0g hevur tydandi, men ikki avgerandi avirkan.
Kapitalpartarnir verda vid Utvegan innroknadir til
Utveganarvirdid og hereftir til innara virdid iroknad
keypt goodwill og adrar upphaddir, id standast av
keypinum. Lutfalsligi parturin av Urslitinum aftana
skatt verdur innroknadur 1 raksturin undir postinum
"Urslit av kapitalpertum T assosieradum og tilknyttum
fyritakum®.

I tann mun bankin hevur millumverandi vid

tilknyttar ella assosieradar fyritakur vid meguligum
nidurskrivingartervi, verdur ein maegulig nidurskriving
fyrst tikin umvegis kapitalpartin. Hetta verdur gjort
vio tilvising til, at kapitalparturin ma metast at standa
fyri tapi adrenn millumverandi.

€itthvert avlop ella hall 1 sambandi vid salu, verdur
roknad sum munurin millum netto seluupphaedd og
roknskaparliga virdid 3 yvirtekudegnum, og verdur
tilki® vid undir postinum "Adrar rakstrarinntekur /
ralkstrartreidslur".

Ottakilig ogn

RitbGnadur verdur bakaodur til Utveganarvirdi saman
vid innleggingarkkostnadi og avskrivad yvir mettu
brikstidina, sum 1 mesta lagi er 7 ar. RitbGnadur,
sum bankin sjalvur hevur ment, verdur tikin vid um
so er, at Utveganarvirdid kann gerast upp alitandi, og
um so er at metingar visa, at framtidar inntekur hja
bankanum av at taka 1 nytslu slikan ritbdnad er lika
storur sum menningarkostnadurin.

Menningarkostnadur, sum verdur raknadur fyri at
verda ein oTtekilig ogn, verdur avskrivad linjuratt
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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".

Holdings in subsidiary undertakings

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 tax of
the entities is recognised under "Profit/(Loss) on hold-
ings in associated and subsidiary undertalkkings".

Holdings in associates

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
sharehalding. 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".

Intangible assets

Software acquired is measured at cost plus
installation expenses and depreciation according to
the straight-line method over the expected useful life
of @ 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
associgted development costs.

Development costs recognized as an intangible as-
set are amortized on a straight-line basis over the
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yvir mettu brakstiding, sum T mesta lagier 5 ar.
Utreidslur 7 fyrireikingartidini verda ikiki ognarferdar,
men verda rakstrarferdar so hvert. Roknskaparliga
virdid av ottekiligari ogn verdur endurmett javnan
0g nidurskrivad gjegnum raksturin um so er, at
roknskaparliga virdid er sterri enn taer mettu
nettoinntelkurnar, sum ognin kastar av seer.

Grundoki og bygningar

Grundeki og bygningar verda bytt 8 "Fyrisitingar- og
deildarbygningar" og "Ilegubygningar". Bygningar,
sum bankin hevur til egna nytslu, vera nevndir
deildarbygningar, medan ao6rir bygningar verda
nevndir Tlegubygningar.

Ilegubygningnar verda virdisasettir til dagsvirdiod
grundad 3 ein avkastbaseradan myndil.

Deildarbygningar skulu virdisasetast til endurmett
virdi, sum er dagsvirdid tann dagin, metingin verdur
gjord. Metingin er grundad 3 ein avkastbaseradan
myndil (sum 1yst 1 fylgiskjali 8 1 Roknskapar-
kunngerdini) vid fradratti av gjerdum avskrivingum
08 Mmoeguligum tapum fra virdisminking. Avskrivingar
verda gjerdar linjureett yvir 50 ar, 0g vid stediieinum
mettum restvirdi. Grundeki verda ikiki avskrivadi.

Av- 0@ nidurskrivingar vera roknadar undir "Av-

0g nidurskrivingar av oitekiligum og Ttekiligum
ognum" T ralkstrinum uttan so, at bygningurin adur
hevur verid uppskrivadur. Uppskrivingar verda
innroknadar beinleidis undir "uppskrivingargrunn' 1
eginognini, uttan so, at bygningurin adur hevur verid

nidurskrivadur yvir raksturin.

Bygningar, sum eru yvirtiknir T sambandi vid stedgad
Kkundasambond, verda annadhvert bolkadir sum
"ognir 1 fyribils vardveitslu" ella sum "fleguognir".

Onnur itekilig ogn

Onnur Ttekilig ogn, sum fevnir um ralkkstrartol, innbdgv
0g innreettingar, verdur bokao til Gtveganarvirdi
fradrigid samanlagdar avskrivingar og nidurskrivingar
fyri mogulig tap fra virdisminking.

Avskrivingar vera gjerdar linjuratt vid grundarlagi
Tvaentadu brokstidini hjgd ognunum, sum er 3-8 ar.
Avskrivingargrundarlagid er grundad a Utveganarvirdi
fradrigid roknad restvirdi. Avskrivingar og tap fra
virdisminking verda innroknad 1 raksturin.
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expected useful life of 8 maximum of five years. Ex-
penses 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 business or the asset.

Land and buildings

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.

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
vears 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

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
3-8 years. The basis for depreciation is calculated as
cost less residual value. Depreciation and impairment
losses are recognized in the income statement.



Ognir i fyribils vardveitslu

Ognir 1 fyribils vardveitslu eru Ttakiligar ognir og
figgjarligar ognir t.e. kapitalpartar 1 felegum, sum
bankin hevur sum mal at selja innan 12 manadir.
Talan er um ognir og feleg, sum eru yvirtikin orsakad
av misrelkktum laniavtalum, umframt fyrrverandi
avgreioslubygningar hja bankanum, sum eru til selu.

Ognir 1 fyribils vardveitslu verda 1 fyrstu atlegu
innrolknadar til dagsvirdi, ta hesar eru yvirtiknar.
Eftirfylgjandi eru hesar virdisasettar til la2gru
upphaddina av roknskaparligum virdi og dagsvirdi vid
fradratti av meguligum selukostnadi.

Ognir 1 tilknyttum felegum (fyribils yvirtiknar) verda
virdisasettar til l2gra virdi av Utveganarvirdi/bokada
virdinum og dagsvirdinum vio fradratti av meguligum
solulkkostnadi.

Inntekur ella tap, sum stava fra nidurskrivingum
uppa ognir 1 fyribils vardveitslu, verda tiknar vid 1
ralkstrinum.

Tidarskeidsavmarkingar

Tidarskeidsavmarkingar, sum eru tiknar vid sum ogn,
fevna um frammanundan goldnan kostnad til m.a.
lonir, 6maksgjeld, hisaleigu og rentur.

Tidarskeidsavmarkingar, sum eru tiknar vid sum
skuld, fevna um inntekur, sum eru mottiknar fyri
arsenda, men sum hoyra til kamandi tidarskeid. Hert
eru eitt N0 rentur og 6maksgjeld.

Tidarskeidsavmarkingar eru matadar til
Utveganarvirdio.

Skuld til Ianistovnar og tjodbankar

Skuld til Ianistovnar og tjodbankar er innroknad a
transaktionsdegnum og verdur eftirfylgjandi matad til
amortiserad Utveganarvirdi.

Innlan og onnur skuld

Innlan og onnur skuld verdur innroknad 3
transaktionsdegnum og verdur eftirfylgjandi matao til
amortiserad Utveganarvirdi.

Utsettar skattaognir og -skyldur

Utsettur skattur verdur uppgjerdur vid Utgangsstedi 1
ollum tidarmunum millum roknskaparligu og skattligu
virdini 3 ognum og skyldum.

Utsettur skattur verdur dsettur & degnum fyri
figgjarsteduni, grundad 3 teer skattareglur og teir
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Assets in temporary possession

Assets in temporary possession comprise assets
talken over 3s 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.

Prepayments

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

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

Deposits and other debt

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

Deferred tax assets and liabilities

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



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
vantandi kann avhendast til, annahvert vid javning
1 skatti av framtidar inntekum ella vid motrokning 1
Utsettum skatti.

Utsett skattaogn og -skylda verdur motroknad innan
fyri somu legfrediligu eind.

Utsett skattaogn, sum stavar fra tidarskeidnum beint
eftir yvirtakuna av gamla €ik Banka P/F er to, visandi
til eina varisliga meting av hesum, ikki upptikin 1
roknskapinum.

Verandi skattaogn og - skyldur

Verandi skattaogn og -skyldur verda innroknadi 1
figgjarsteduna vid eini upphaedd, sum kann grundast a
mettu skattskyldugu inntekuna hja bankanum, javnad
fyri skatt fra skattskyldugu inntelkkuni undanfarnu
arini. Skattaogn og -skyldur vera vist sum nettotal

1 tann mun ein motrokning er loyvd, og T tann mun
postarnir skulu avroknast netto ella samstundis.

Onnur ogn

Onnur ogn fevnir um tilgddahavandi rentur og
omaksgjold og positiv marknadarvirdi 3 avleiddum
figgjarabodum.

Onnur skuld

Onnur skuld fevnir um skyldugar rentur og negativt
marknadarvirdi a avleiddum figgjarambodum.

Avsett moti skyldum

Avsett moti skyldum fevnir millum annad um
avsetingar moti tapi av abyrgdum, tapsgevandi
avtalum og reettarmalum vm. Finansiellar sbyrgdir
verda innraknadar fyrstu fer til dagsvirdid, id sum
oftast svarar til mottiknu abyrgdarprovisionina. Eftir
hetta verda abyrgdirnar virdisasettar til tad sterra
virdid av mottiknu abyrgdarprovisionina amortiserad
yvir abyrgdartidarskeidid og eina meguliga avseting
maoti tapi.

Avseting verdur gjeord av einari abyrgd ella
tapsgevandi avtalu um tad er sannlikkt, at abyrgdin ella
avtalan verdur effelktuera og um steddin 3 skylduni
kann gerast alitandi upp. Avsetingar moti skyldum
byggja a eina meting hja leidsluni yvir steddina 8
slkylduni. Upphaeddin verdur afturdiskontera um hetta
hevur tydning.
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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
€ilkk Banki P/F is with reference to the caution not
recorded in the accounts.

Current tax assets and liabilities

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

Other assets include interest and commission's
receivable as well as the positive market value of
derivative instruments.

Other liabilities

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

Provisions

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 8 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.



Vinningsbytid

Uppskot fra nevndini um vinningsbyti verdur vist sum
ein serstalkur postur undir eginognini. T3 uppskotid
er samtykt 3 adalfundinum verdur vinningsbytid
innroknad sum skuld.

Partapeningur.
Partapeningur bankans er skrasettur sum avikavist A
0g B partapeningur.

I samband vid at nyggj kunngerd vard Iyst 12012
viovikjandi uppgerod av basiskapitali er uppgerdin av
Kkjarnukapitalinum vid endan av 2012 broytt viod atliti
at nyggju reglunum.
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Dividends

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.

Share Capital
The Bank's share capital is registered as A and B share
capital.

In connection with a new ministerial order regarding
calculation of capital base came into force in 2012,

is the calculation of core capital at the end of 2012
amended with regard to the new rules.
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Eilk
12. okt.
2010
til 31. des.
DKK 1.000 2012 2011
Rentuinntekur / Interest Income
Aogn Tlanistovnum og tjdbankum / Claims on credit institutions and
central banks 544 4.708
Utldn og onnur dogn / Loans and other claims 322.349 480.678
Lansbrev / Bonds 40.493 69.089
Avleidd figgjaramboo / Derivative financial instruments -19.015 -33.892
Herav: / Of which recognised as:
Gjaldoyrasattmalar / Currency contracts 0 -9.842
Rentusattmalar / Interest contracts -19.015 -24.050
Adrar rentuinntekur / Other interest income 1.159 14.422
Rentuinntekur tilsamans / Total interest income 345.530 535.005
Rentultreidslur / Interest expenses
Lanistovnar og tjodbankar / Credit institutions and central banks 2.788 11.474
Innlan og onnur skuld / Deposits and other debt 77.996 103.085
Utgivin 18nsbrev / Issued bonds 0 41.695
Adrar rentultreidslur / Other interest expenses 883 624
Rentultreidslur tilsamans / Total interest expenses 81.667 156.878
Omalksgjold og provisiénsinntakur / Fee and commission income
Virdisbraevahandil og goymslur / Security and custody accounts 1.207 2.184
Gjaldmidling / Credit transfers 10.849 14.957
Avgreidslugjeld / Loan fees 14.509 14.305
Garantiprovision / Guarantee commissions 2.500 6.508
Onnur dmaksgjeld og provisionir / Other fees and commisions 41.983 48.688
Omaksgjold og provisiénsinntakur tilsamans / Total fee and commission
income 71.048 86.642
Virdisjavnan / Fair value adjustments
Utlan og onnur dogn til dagsvirdi / Loans and other claims at fair value 979 -105
Lansbrev / Bonds 557 -23.386
Partabrov / Shares 13.253 -9.012
Gjaldoyra / Currencies 3.148 8.317
Avleidd figgjarambod / Derivative financial instruments 16.101 -11.593
Adrar ognir / Other assets =137 -473
Adrar skyldir / Other liabilities 2.078 0
Virdisjavnan tilsamans / Total market value adjustements 32.907 -36.252

38



Nota

Eilk
12. okt.
2010
til 31. des.
DKK 1.000 2012 2011
Adrar vanligar inntekur / Other operating income
Virdisjavnan av yvirtiknum Ianum / Value adjustment of acquired loans 32.381 121.971
Adrar vanligar inntelkur / Other operating income 1.828 17.548
Tilsamans / Total 34.209 139.519
Utreidslur til starvsfélk og umsiting / Staff costs and administrative
expenses
Soni Schwartz Jacobsen, forstjori/ CEO 1) 4) 5)
Len / Salary 2.182 1.780
Pensjon / Pension 3) 387 307
Tilsamans / Total 2.569 2.087
Jorn Astrup Hansen - until april 2011
Lon / Salary 0 808
Pensjon / Pension 0 0
Tilsamans / Total 0 808
Heini Joensen - april to may 2011
Len / Salary 0 245
Pensjon / Pension 0 44
Tilsamans / Total 0 289
Stjorn tilsamans / Executive Board total 2.569 3.184
Nevnd / Board of Directors 2) 4)
Torben Nielsen, Nevndarformadur / Chairman 630 465
Gunnar T Lida, Neestformaodur / Deputy Chairman 420 334
Ben Arabo 210 155
Johannes Danielsen 210 155
Jorn Astrup Hansen 210 155
Birgir Mohr - until december 2012 210 179
Kristian @stergaard 210 78
Jonleif Th. Jacobsen 210 78
Sverri Justinussen 210 78
Regin Hammer - from december 2012 0 0
Nevnd / Board of Directors 2.520 1.677
Stjorn og nevnd tilsamans / Executive Board and Board of Directors total 5.089 4.861

1) Forstjorin kann av €ik Banki uppsigast vio 24 manadar freist og kann sjalvur siga upp vio 3
manaodar freist. / The chief executive officer has a notice of termination of 24 months from Eilk Banki,

and can resign with 3 months notice.

2) Nevndarlimir hava ikki reett til samsyning aftana at teir eru farnir fra. / Members of the Board of

Directors are not entitled to any benefits upon termination of employment.

3) Stjorn og starvsfolk eru fevnd av eini pensiénsskipan / The Chief Executive Officer as well as the

staff are included in a defined contribution plan

4) Hverki nevnd, stjorn ella starvsfolk eru fevnd av nakrari bonusskipan sum er sett 7 verk av banka-
num / Neither members of the board, the management nor employees are covered by any incentive

program initiated by the bank.

5) Friur bilur og telefon, virdi 8 TDKK 97 skal leggjast afturat. / To which must be added employer-paid

car and telephone with a tax value of TDKK 97

6) Leidslubolikurin fevnir um: / Other executives includes: Fanny Petersen, Jean Djurhuus,

Nielsen, Olav S. Guttesen og @ssur S. Nolsee

Ole G.
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Eilk
12. okt.
2010
til 31. des.
DKK 1.000 2012 2011
Utreidslur til starvsfélk og umsiting (framh.) / Staff costs and
administrative expenses (cont.)
Starvsfolkautreidslur / Staff costs
Lenir / Salaries 79.945 114.452
Eftirlanir / Pensions 3) 11.831 13.728
Utreidslur til sosiala trygd / Social security costs 11.849 16.428
Tilsamans / Total 103.625 144.608
Adrar umsitingardtreidlsur / Other administrative expenses 74.232 105.619
Utreidslur til starvsfélk og umsiting tilsamans / Staff costs and
administrative expenses total 182.946 255.088
Midaltalid a arsverkum / Average number of employees, full time
equivalent 206 221
Lon til leidslubdlkin / Remuneration of other executives 6)
Lenir / Salaries 3.969 3.353
Eftirlenir / Pensions 530 422
Tilsamans / Total 4.499 3.775
Samsyning til grannskodarar valdir av adalfundinum /
Fee to the public accountants elected by the General Meeting
Samsyning fyri grannskodan / Audit Fee l1.616 6.777
Adrar taenastur / Other services 441 1.304
Tilsamans / Total 2.057 8.081
Av- og nidurskrivingar av oitekiligum og itekiligum ognum /
Depreciations and impairments of intangible and tangible assets
Oitekiligar ognir / Intangible assets
Avskrivingar / Depreciation 5.124 6.850
Nidurskrivingar / Impairments 20.219 0
Oitakiligar ognir tilsamans / Total intangible assets 25.343 6.850
Itekiligar ognir / Tangible assets
Fyrisitingar- og deildarbygningar, avskrivingar /
Domicile properties, depreciation 2.017 2.968
Fyrisiting- og deildarbygningar, nidurskriving /
Domicile properties, impairments 7.279 0
Onnur Ttekilig ogn, avskrivingar / Other tangible assets, depreciation 2.046 3.673
Ttekiligar ognir tilsamans / Total tangible assets 11.342 6.641
Av- og nidurskrivingar av oitekiligum og itekiligum ognum tils. /
Total depreciation and impairments of intangible and tangible assets 36.685 13.490
Adrar rakstrarotreidslur / Other operating expences
Garantiprovison Finansiel Stabilitet / Guarantee commission
Finansiel Stabilitet 10.065 42.637
Kostnaodur fyri at innfria Otgivin Iansbrav 8drenn tid / Expenses
from prepayment of issued bonds 0 9.000
NettoUtreidsla Indskydergarantifonden / Net cost Private
Contingency Association 4.836 7.691
Adrar rakstrarttreidslur / Other operating expences 1.383 8.852
Adrar rakstrarotreidslur tilsamans / Total other operating expences 16.284 68.180
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Eilkk
DKK 1.000 2012 2011
Nidurskrivingar av Utlanum og adrari ogn / Impairments on loans
advances, receivables etc.
Tel, i6 eru vid i figgjarstoduni / Balance Sheet Items
Staknidurskrivingar / Individual impairments
Staknidurskrivingar primo / Impairments year begin 321.993 0
Nidurskrivingar og virdisbroytingar 1 arinum / Impairments and value
adjustments during the year 103.525 380.100
Afturferdar nidurskrivingar / Reversed individual impairments -28.741 0
Stadfest tap, adur nidurskrivad / Previous impairments now confirmed
loss -52.966 -58.107
Staknidurskrivingar vid arsenda / Total individual impairments end
period 343.811 321.993
Boélkanidurskrivingar / Collective impairments
Nidurskrivingar primo / Impairments year begin 40.030 0
Nidurskrivingar og virdisbroytingar 1 arinum / Impairments and value
adjustment during the year 17.395 40.030
Boélkanidurskrivingar vid arsenda / Total collective impairments 57.425 40.030
Avseting til tap av abyrgdum / Provisions for losses on collaterals
Avseting til tap av abyrgdum primao / Pravisions for losses on guarantees
year begin 2.017 54.209
Avsett og virdisbroytingar 1 arinum / Impairments and value adjustment
during the year 1.013 3.742
Afturferd avseting / Reversed provisions for losses -379 -1.510
Staodfest tap, adur avsett / Previous write-offs now confirmed loss =151 -54.424
Avsett uppa abyrgdir vid arsenda / Provisions for losses on guarantees
end period 2.500 2.017
Tel, i6 eru vid i rakstrarroknskapinum / Impairments included in the
income statement
Nidurskrivingar / Impairments
Nidurskrivingar og virdisbroytingar 1 arinum / Impairments and value
adjustments during the year 120.919 420.130
Afturferdar nidurskrivingar / Reversed individual impairments -28.741 0
Virdisbroyting av yvirtiknum ognum / Value adjustment for
acquired assets -7.014 14.070
Renta av nidurskrivingum / Revenue from interests on impairments on
loans -24.537 -19.645
Stadfest tap, har ikki er nidurskrivad frammanundan / Write offs
without prior impairment 172 5.193
Inngoldid a aour stadfest tap / Paid into previous depreciated claims -245 -1.426
Nidurskrivingar i rakstarroknskapinum / Impairments included i
n the income statement 60.554 418.322
Avsett moti tapi / Provisions for losses
Avsett og virdisbroytingar 1 arinum / Impairments and value adjustment
during the year 1.013 3.742
Afturferd avseting / Reversed provisions for losses -379 -1.510
Avsett i rakstrarroknskapinum / Provisons for losses included in the
income statement 634 2.232
Nidurskrivingar i alt i rakstrarroknskapinum / Total impairments in the
income statement 61.188 420.554
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Eilk
12. okt.
2010
til 31. des.
DKK 1.000 2012 2011
Urslit av kapitalpertum T assosieradum og tilknyttum fyritekum /
Incomes from associated and subsidiary undertakings
Urslit av kapitalpertum T assosieradum fyritalkkum / Income from
associated undertakings 0 -108.752
Urslit av kapitalportum T tilknyttum fyritekum / Income from
subsidiary undertakings -8.030 -3.278
Vinningur og -tap vid selu av kapitalpertum / Profit and loss from
sold undertakings 810 641
Urslit av kapitalpertum i assosieradum og tilknyttum fyritakum tilsamans
/ Total income from associated and subsidiary undertakings -7.220 -111.389
Urslit fra uppathaldandi virksemi / Loss on discontiuing activities
Urslit av kapitalpertum / Profit and loss from undertakings -2.878 20.460
Virdisjavnan av bygningum / Value adjustments on properties -1.286 0
Urslit fra uppathaldandi virksemi tilsamans / Loss on discontiuing
activities total -4.164 20.460
Skattur / Tax
Utsettur skattur / Deferred tax -19.028 30.186
Javnan av Utsettum skatti undanfarin ar / Adjustment in deferred tax
previous years 1.777 0
Skattur tilsamans / Total tax -17.251 30.186
Skattur kann sundurgreinast soleidis: / Tax for the year can be broken
down as follows:
Roknadur skattur av arsdrsliti / Calculated tax of profit for the year -16.934 51.499
Inntekur og Otreidslur, 10 skattur ikiki roknast av / Non-taxable income
and non-deductable expenses 182 224
Urslit av kapitalportum T assosieradum og tilknyttum fyritelkum /
Income from associated and subsidiary undertakings -1.300 -22.309
Javnan av Otsettum skatti / Adjustment in deferred tax -976 772
Javnan av Utsettum skatti undanfarin ar / Adjustment in deferred tax
previous years 1.777 0
Tilsamans / Total -17.251 30.186
Effelktivt skattaprosent / Effective tax rate 18,3% 10,6%
2012 2011
Aogn i lanistovnum og tjddbankum / Claims on credit institutions
and central banks
Aogn Tlanistovnum / Claims on credit institutions 270.850 382.167
Aogn i lanistovnum og tjddbankum tilsamans / Total claims on
credit institutions and central banks 270.850 382.167
Aogn T lanistovnum og tjodbankum / Claims on credit institutions
and central banks
Uttan uppsegn / Demand deposits 270.847 212.162
Til og vid 3 manaodir / Up to 3 months 3 170.005
Aogn i lanistovnum og tjddbankum tilsamans / Total claims on credit
institutions and central banks 270.850 382.167
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Eilk
DKK 1.000 2012 2011
Utlan og onnur d0gn / Loans and other claims
Utlan og onnur ogn til amortiseradan kostpris / Loans and other claims
at amortised cost 4.879.659 4.968.084
Utlan og onnur dogn tilsamans / Total loans and other claims 4.879.659 4.968.084
Utldn og onnur 3ogn / Loan and other claims
Uttan uppsegn / Demand deposits 0 4531
Til og vid 3 manaodir / Up to 3 months 248.918 459.992
Fra 3 manadir til og vid 1 ar / Over 3 months and up to 1 year 570.486 489.641
Fra 1 artil og vid 5 ar/ Over 1 year and up to 5 years 1.486.138 1.526.598
Yvir 5 ar/ Over 5 years 2.574.117 2.487.322
Utlan og onnur dogn tilsamans / Total loans and other claims 4.879.659 4.968.084
Bankin hevur partvis nidurskrivad ein part av 0tlanum og adrari sogn,
orsakad av objektivari indilkkation um virdisminking: / As an objective
indication of value impairment has occured, €ik Banki P/F has partially
impaired parts of the Bank's loans and other claims
Utldn og onnur dogn 8drenn nidurskrivingar / Loans and other claims
before impairments 688.817 720.992
Nidurskrivingar / Impairments -343.811 -321.993
Utlan og onnur dogn vid objektivari indikation eftir nidurskriving /
Total loans and other claims after impairments 345.006 398.999
Utlan, 3ogn 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 6,0% 4,3%
Vinnuliv/ Commercial sector
Landbunadur, veida og skogbruk / Agriculture, hunting and forestry 0,1% 0,1%
Fiskiskapur / Fishing 7,6% 6,9%
Framleidsla og raevnisvinna / Manufacturing and mining utilities 9,2% 9,2%
Streymveiting o.l. / Energy supply, etc. 2,8% 0,5%
Bygegivirksemi / Building and construction 1,1% 2,4%
Handil / Commerce 7.2% 7.6%
Flutningur, matstovu- og hotelvirksemi / Transport, restaurants and
hotels 5,6% 4,4%
Samskifti / Information and communicating 1,9% 1,3%
Figgjar- og tryggingarvirksemi / Finance and insurance 1,0% 0,1%
Ognarfyrisiting og -handil, handilstanasta / Property administration,
purchase and sale, business service 7.5% 7.5%
Adrar vinnur / Other industries 3.7% 3,7%
Vinnuliv tilsamans / Total commercial sector 47,7% 43,7%
Privat / Total retail sector 46,3% 52,0%
Utlan tilsamans / Total loans and advances 100,0% 100,0%
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Eilk
DKK 1.000 2012 2011
Lansbrev til dagsvirdi / Bonds at fair value
Statslansbrev / Government bonds 321.330 381.703
Realkredit lansbrov / Mortgage credit bonds 1.788.014 1.238.030
Onnur Iansbraev / Other bonds 1.880 15.179
Lansbrov tilsamans / Total bonds at fair value 2.111.224 1.634.912
Sum trygd fyri clearing og avvikling v.m. eru lansbrev legd sum trygd 1
Tjoobankanum og BRF Kredit A/S fyri eitt samlad kursvirdi a: / In connec-
tion with clearing and settlement etc. bonds have been depaosited with
the Danish Central Bank and BRF Kredit A/S for a total of: 379.587 382.824
Partabrev / Shares
Skrasett 3 keypsskalanum 1 Keypmannahavn / Shares listed on the Co-
penhagen Stock Exchange 54.733 78.770
Skrasett 3 eorum keypsskalum / Shares listed on other stock exchanges 13.759 16.063
Onnur partabrev / Other shares 17.290 19.133
Partabrov tilsamans / Total shares 85.782 113.966
Kapitalpartar i assosieradum fyritakum / Investments in associated
undertakings
Samladur keypsprisur vid arsbyrjan / Total acquisition value, beginning 110.370 0
Tilgongd / Additions 0 140.370
Fragongd / Disposals -2.777 -30.000
Samladur keypsprisur vid arsenda / Total acquisition value at year end 107.593 110.370
Upp- og nidurskrivingar vid arsbyrjan / Revaluation and write-downs,
beginning -110.370 0
Urslit T arinum / Result for the year 0 -23.701
Afturferingar / Reversals of revaluations 2.777 0
Nidurskrivingar / Impairments 0 -86.669
Upp- og nidurskrivingar vid arsenda / Revaluation and impairments at
year end -107.593 -110.370
Kapitalpartar vid arsenda / Book value at year end 0 0
Kapitalpartar i assosieradum fyritakum / Holdings in associated undertakings
Partapenin- Urslit /
Heimstadur/ Ognarpartur  gur/Share- Eginpeningur Profit/loss
Place / Ownership capital / Equity  for the year
Skalafjardartunnilin P/F Torshavn 50,0% 11.800 7.928 -1.350
Fastogn P/F Torshavn 50,0% 148.540 171.563 -39.282
Velks P/F Torshavn 37,0% 503 412 -19
Elektron P/F Torshavn 25,0% 6.700 33.864 3.266

Sambeert seinastu arsfragreiding, sum er telk / The information disclosed is extract from the

companies' most recent annual reports
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20 Kapitalpartar i tilknyttum fyritekum / Holdings in subsidiary undertakings

Samladur keypsprisur vid arsbyrjan / Total acquisition value, beginning 23.735 0
Tilgongd / Additions 0 30.510
Fragongd / Disposals 0 -6.775
Samladur keypsprisur vid drsenda / total acquisition value at year end 23.735 23.735

Upp- og nidurskrivingar vid arsbyrjan / Revaluation and write-downs,

beginning -3.278 0
Urslit T arinum / Result for the year -8.030 328
Nidurskrivingar / Impairments 0 -3.606
Upp- og nidurskrivingar vid arsenda / Revaluation and impairments at

year end -11.308 -3.278
Kapitalpartar vid arsenda / Book value at year end 12.427 20.457

Kapitalpartar i tilknyttum fyritoekum / Holdings in subsidiary undertakings

Partapenin- Urslit /

Heimstadur/ Ognarpartur gur/Share- Eginpeningur Profit/loss

Place / Ownership capital / €quity  for the year

INNI P/F Torshavn 100% 500 8.794 726

13. februar 1997 P/F Torshavn 100% 540 3.633 -8.756
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Eilkk
DKK 1.000 2012 2011
Oitekiligar ognir / Intangible assets
Samladur keypsprisur vid arsbyrjan / Acquisition value, beginning 32.271 0
Tilgongd / Additions 1.330 32.271
Samladur keypsprisur vid arsenda / Acquisition value, at year end 33.601 32.271
Av- 0g nidurskrivingar vid arsbyrjan / Depreciation, beginning -6.850 0
Avskrivingar / Depreciation -5.124 -6.850
Nidurskrivingar / Impairments -20.219 0
Av- 0g nidurskrivingar vid arsenda / Depreciation and impairments at year end -32.193 -6.850
Oitakiligar ognir tilsamans / Book value, at year end 1.408 25.421
Ilegubygningar / Investment properties
Reklassifilkation / Reclassification 3.155 0
Samladur keypsprisur vid arsenda / Acquisition value, at year end 3.155 0
Nidurskrivingar vid arsbyrjan / Impairments, beginning 0 0
Nidurskrivingar vid arsenda / Impairments at year end 0 0
Ilogubygningar tilsamans / Investment properties at year end 3.155 0
€ilk Banki nytir oheft metingarfollk 1.s.v. virdisaseting av bygningum /
External consultants are involved in revaluation of buildings
Fyrisitingar- og deildarbygningar / Domicile properties
Samladur keypsprisur vid arsbyrjan / Acquisition value, beginning 133.143 0
Tilgongd / Additions 3.892 134574
Fragongd / Disposals -2.000 -1.431
Relklassifikkation / Reclassification -11.297 0
Samladur keypsprisur vid arsenda / Acquisition value at year end 123.738 133.143
Av- 0g nidurskrivingar vid arsbyrjan / Impairments, beginning -2.968 0
Avskrivingar / Depreciation -2.017 -2.968
Nidurskrivingar / Impairments -7.279 0
Afturferdar av- og nidurskrivingar / Reversal of depreciation and impairments 35 0
Av- og nidurskrivingar vid arsenda / Impairments at year end -12.229 -2.968
Fyrisitingar- og deildarbygningar tilsamans / Domicile properties at year end 111.509 130.175
€ilk Banki nytir oheft metingarfollk i.s.v. virdisaseting av bygningum /
External consultants are involved in revaluation of buildings
Onnur itekilig ogn /7 Other tangible assets
Utveganarvirdi vid arsbyrjan / Acquisition value, beginning 11.261 0
Tilgongd / Additions 1.626 11.991
Fragongd / Disposals -174 -730
Utveganarvirdi vid arsenda / Acquisition value at year end 12.713 11.261
Av- 0g nidurskrivingar vid arsbyrjan / Depreciation and impairments,
beginning -3.492 0
Avskrivingar / Depreciation -2.046 -3.673
Afturferdar av- og nidurskrivingar / Reversal of depreciation and impairments 66 181
Av- og nidurskrivingar vid arsenda / Depreciation and impairments at
year end -5.472 -3.492
Onnur itekilig ogn tilsamans / Book value, at year end 7.241 7.769
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Eilk
DKK 1.000 2012 2011
Utskotin skattaogn og skattaskuld / Deferred tax assets and liabilities
Utskotin skattur vid arsbyrjan / Deferred tax, beginning 30.186 0
Javnan av Utsettum skatti frs undanfarnum arum / Adjustment in
deferred tax previous years 1.777 0
Broytingar 1 Otsettum skatti / Changes in deferred taxes -19.028 30.186
Utskotin skattaogn og skattaskuld tilsamans / Total deferred tax assets
and liabilities 12.935 30.186
Ottekiligar ognir / Intangible assets 0 -544
Ttokilig ogn / Tangible assets 147 178
Skattligt hall / Tax loss 12.788 30.552
Utskotin skattaogn og skattaskuld tilsamans / Total deferred tax assets
and liabilities 12.935 30.186
Ognir 1 fyribils vardveitslu / Assets in temporary possession
Keypsprisur vid arsbyrian / Acquisition value, beginning 307.818 0
Reklassifikation / Reclassification 7.820 0
Tilgongd / Additions 33.334 360.382
Fragongd / Disposals -67.619 -52.564
Samladur keypsprisur vid arsenda / Acquisition value at year end 281.353 307.818
Virdisbroytingar vid arsbyrjan / Valute adjustments, beginning 1.650 0
Virdisbroytingar 1 arinum / Value adjustments during the year 3.939 4.439
Afturferdar virdisbroytingar 1 samband vid fragongd / Reversed value
adjustments on disposals during the year -42.328 -2.789
Virdisbroytingar vid arsenda / Value adjustments at year end -36.739 1.650
Fyribils yvirtiknar ognir vid arsenda / Assets in temporary possession at
year end 244.614 309.468
Ognir 1 fyribils vardveitslu fevna um ognir og feleg sum bankin hevur
yvirtikid og sum ell eru sett til selu. Harumframt fevnir posturin um
avgreidslubygningar hja bankanum, sum nd eru settir til salu. Felegini
er virgisasett til marknadarvirdi og bankin vaentar, at aktivini kunnu
seljast innan 12 manadir. Bankin roynir ahaldandi at selja hesar ognir og
bankin hevur soleidis ongar etlanir um at vardveita hesi alktiv. / Assets
in temporary possession comprises assets and companies which the
Bank has talkken 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 g avleiddum figgjarambodum v.m. / Positive fair
value of derivative financial instruments etc. 1) 5.508 2.539
Rentur tilgodar / Accrued interest 21.861 17.996
Onnur ogn / Other assets 7.891 14.180
Onnur ogn tilsamans / Total other assets 35.260 34.715
1) Swappar eru partur av avleiddum figgjarambodum. Hesir eru
innralknadir til dagsvirdi vid arsenda. Ovissan T postinum er tengd 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 Ianistovnar og tjodbankar / Debt to credit institutions and
central banks
Skuld til Ianistovnar / Debt to credit institutions 148.953 145.020
Skuld til Ianistovnar og tjddbankar tilsamans / Total debt to credit
institutions and central banks 148.953 145.020
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DKK 1.000 2012 2011
Skuld til lanistovnar og tjodbankar (framh.) / Debt to credit institutions
and central banks (cont.)
Uttan uppsegn / Demand deposits 98.953 85.020
Til og vid 3 manadir / Up to 3 months 50.000 60.000
Skuld til Ianistovnar og tjédbankar tilsamans / Total debt to credit
institutions and central banks 148.953 145.020
Innlan og onnur skuld / Deposits and other debt
Innlan uttan uppsegn / Deposits on demand 3.066.904  2.802.448
Innlan vid uppsegn / Deposits at notice 1.195.432 1.228.853
Tidarinnskot / Time deposits 1.729.954 1.727.882
Serligir innlanshaettir / Special categories of deposits 527.308 526.618
Innlan og onnur skuld tilsamans / Total deposits and other debt 6.519.598 6.285.801
Iroknad tidarinnskot bankans & 1.730 mi6. kr. er eitt 13n vid statsvedhaldi
3 EUR 140 mio., id varo afturgoldio tann 13. februar 2013 / The Bank’s
time deposits, DKK 1,730 million, include a loan of EUR 140 million, guar-
anteed by the Danish government that was repaid on 13 February 2013.
Innlan og onnur skuld / Deposits and other debt
Uttan uppsegn / On demand 3.066.904  2.802.448
Til og vid 3 manaoir / Up to 3 months 1.963.250 977.298
Fra 3 manadum til og vid 1 ar / Over 3 months and up to 1 year 1.024.920 982.914
Fra 1 artilog vid 53r/Over 1 year and up to 5 years 153.982 1.211.552
Yvir 5 ar/ Over 5 years 310.542 311.589
Innlan og onnur skuld tilsamans / Total deposits and other debt 6.519.598 6.285.801
Onnur skuld / Other liabilities
Negativt marknadarvirdi a avleiddum figgjarambodum v.m. / Negative
fair value of derivative financial instruments etc. 1) 86.596 89.269
Skyldugar rentur og provisionir / Payable interests and provisions 26.331 26.100
Onnur skuld / Other liabilities 84.327 62.702
Onnur skuld tilsamans / Total other liabilities 197.254 178.071
1) Swappar eru partur av avleiddum figgjarambodum. Hesir eru in-
nrolknadir til dagsvirdi vid arsenda. Ovissan T postinum er tengd 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, id ikki eru tikin vid T javna / Off-balance sheet items
Abyrgdir v.m./ Guarantees and other contingent liabilities
Figgjarligar abyrgdir / Financial Guaranties 183.199 197.681
Abyregdir fyri reallkreditianum / Loss guarantees for mortage loans 493.499 474561
Adrar abyrgdir / Other contingent liabilities 50.803 43.531
Abyrgdir v.m. tilsamans / Total guarantees and other contingent liabilities 727.501 715.773
Adrar skyldur / Other commitments
Tilsagnir / Irrevocable credit commitments 17.000 600
Adrar skyldur tilsamans / Total other commitments 17.000 600
Tel, id ikki eru tikin vid 1 javna tilsamans / Total off-balance items 744.501 716.373

Moguligar ognir / Contingent assets
€ilkk Banki P/F hevur ongar "Meguligar ognir" / Eilk Banki P/F has no
contingent assets.
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DKK 1.000 2012 2011

Narstandandi partar / Related parties
Stjorn og nevnd: / Executive Board and Board of Directors:
S0ni Schwartz Jacobsen

Torben Nielsen

GunnarTLioa

Ben Arabo

Johannus Danielsen

Regin Hammer

Kristian @stergaard

Jonleif Th. Jacobsen

Sverri Justinussen

Kapitalpartar: / Undertakings:
P/F fra 13. februar 1997

P/F Inni

P/F Fastogn

P/F Notio Framtalksfelag koncern
P/F Elektron

Rentuinntekur / Interest Income 16.673 22.107
Rentultreidslur / Interest expenses 269 503

Utldn og onnur dogn / Loans and other claims 256.327 289.346
Innlan og onnur skuld / Deposits and other debt 19.372 64.103

Lan til leidslu / Loan to management
Nevnd / Board of Directors 2.283 6.712
Stjorn / CEO 0 0

Lan tilsamans / Total loan 2.283 6.712

Trygdir / Security
Nevnd / Board of Directors 0 0
Stjorn / CEO

o
o

Trygdir tilsamans / Total security 0 0

Umframt omanfyri standandi er hesin samhandil millum tilknyttu og assosieradu felegini / In addition
to the above, there are the following transactions between subsidiated and associated companies.

€ilk Banki P/F leigar skrivstovuheli fra dottirfelagnum P/F frd 13. februar 1997. Arliga hisaleigan er
545 tlkr. / €ik Bank P/F rents office space from P/F fra 13. Februar 1997. The annual rent amounts to
545 TDKK.

€ilk Banki P/F keypir virdismetingar av sethGsum fra Inni P/F. / €ik Bank P/F acquires valuations of
houses from Inni P/F.

€ilk Banki P/F skrivar somuleidis rokning uppa umsitingargjald til Fastogn P/F. / Eik Bank P/F bills
administration costs to Fastogn P/F.

Moguliga skyldir / Contingent liabilities

Bankin hevur gjert avtalu vid Skandinavisk Data Center A/S um KT veitingar. Um bankin sigur upp
hesa avtalu T uppsagnartidini, er bankin bundin at gjalda 1 mesta lagi tad, sum svarar til gjald fyri 36
manaoir. / 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 what corresponds to the payment for 36 months.

Bankin er harafturat partur i ymiskum reettarmalum. Mett verdur regluliga um hesi mal, og neydugar
avsetingar verda gjerdar, har mett verdur, at vandi er fyri tapi. Mett verdur ikki, at hesi reettarmal fara
at hava serliga avirkan a figgjarligu stedu 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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Lyklatel / Key Ratios 1)

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

Vinningur / Earning ratios

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

Marknadarvadi/ Market risk ratios
Rentuvadi/ Interest rate risk

Gjaldoyravadi / Foreign exchange riskk

Gjaldferi / Liquidity ratios

Utlan og nidurskrivingar T mun til innlan / Loans, advances and impair-

ments in proportion to deposits

Yvirdekningur 1 mun til 16garkrav um gjaldferi / Excess liquidity cover rela-

tive to statutory requirement

Lansvaadi/ Credit risk ratios

Stor vidskifti T mun til grundkapital / Large loans as percentage of capital

base

Tap og nidurskrivingar T tidarskeidinum 1 prosentum / Write-offs and

impairments during the period
Utldn 7 mun til eginognina / Total loans in proportion to equity
Utldnsvaekstur / Increase of loans

Fragreioing til lyklatel/Explanation of ratios
1) Sifragreiding um lyklatael 8 sidu 51-52 /
See explanation of ratios on page 51-52

ROE
ROE

2012

23,3%
21,3%

7.4%
6,1%
1,33

3,0%
6,6%

81,0%

297,3%

97,9%

1,0%
3,7
-1,8%

Eil

2011

22,2%
22,2%

-21.1%
-18,8%
0,59

4,4%
6,3%

84,8%

227.2%

93,4%

6,1%
4,0
-28,2%
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Fragreiding til lyklatelini / Explanation of Key figures

Solvensur og kapitalur

Solvensprosent 1)

Kjarnukapitalprosent 1)

Vinningur
Rentan av eginogn
dorenn skatt 1)

Rentan av eginogn eftir
skatt 1)

Innteka pr. Otreidslu-
krénu 1)

Marknadarvadi

Rentuvadi 1) & 2)

Gjaldoyravaoi 1) & 3)

Gjaldferi

Utlan og nidurskriving T
mun til innldn 1)

Yvirdekningur 1 mun til
l6garkrav um gjaldfaeri 1)

Lansvaoi

Stor vioskifti 1) & 4)

Tap og nidurskriving 1
tidarskeidinum 1
prosentum 1)

Utldn T mun til eginogn 1)

Utlansvakstur 1)

Grundkapitalur x 100

Vektad ogn tilsamans

Kjarnukapitalur eftir
fradratt x 100

Vektad ogn tilsamans

Urslit 86renn skatt x 100

eginogn (mioal)

Urslit eftir skatt x 100

eginogn (mioal)

Vanligar inntelkur

Vanligar Otreidslur

Rentuvadi x 100

Kjarnukapitalur eftir
fradratt

Valutaindikator 1 x 100

Kjarnukapitalur eftir
fradratt x 100

(Utldn + Nidurshkrivingar)
x 100

Innlan

(Tolk 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 T
tidarskeidinum*100

Brutto 0tlan + Abyredir

Utlan

Eginogn

(Utldn 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)

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 impair-
ments during the year 1)

Total loans in proportion
to equity 1)

Increase in loans 1)

Eik 51

Capital base x 100

Total risk weighted
assets

Core capital less
statutory deductions x
100

Total risk weighted
assets

Profit before taxes x 100

Equity (avg.)

Net profit x 100

Equity (avg.)

Operating income

Operating expenses

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
vear *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)

Gjert1samsvar vio leidreglurnar hja Figgjareftirlitinum. / Prepared in accordance with the regulations
issued by the Danish Financial Supervisory Authority

Rentuvadi er grundaodur 3, at effektiva rentan broytist 1%, og broytingin 1 krénum verdur roknad T mun til
Kkjarnukapitalin eftir fradratt. / Interest rate risk is based on the premise that the effective interest rate
fluctuates 1 per cent and that the fluctuations in DKIK are calculated in comparison to core capital less
certain adjustments and statutory deductions.

Gjaldoyravadi er haegra talid a ogn ella skuld 1 gjaldoyra og verdur raknadur T prosentum av Kkjarnukapita-
linum 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 sterri enn 10% eftir fradratt fyri tryggum krevum 1 prosentum av basiskapitalinum. /
Outstanding balances greater than 10 per cent after deductions for secure requirements in per cent to
capital base.



Leidsluatekning

Nevnd og stjorn hava 1 dag viogjert og godkent
roknskapin fyri €ikk Banka P/F fyri roknslkaparario
1.januar - 31. desember 2012.

Arsroknskapurin og leidslufragreidingin er sett
upp samsvarandi [6g um figgjarstovnar v.m.,
kunngerd og leidreglum fra Figgjareftirlitinum
viovikjandi frasegn fyri peningastovnar v.m.

Tad er okkara fatan, at arsroknskapurin gevur
eina reettvisandi mynd av felagsins ognum,
skyldum og figgjarstedu 31. desember 2012 og
Orslitinum av virkseminum 1 tidarskeidinum 1.
januar - 31. desember 2012.

Tad er okkara fatan, at leidslufragreidingin

gevur eina raettvisandi umredu av gongdini 1
virkseminum hja €ik Banka P/F og figgjarligu
steduni, umframt eina reettvisandi Iysing av
teimum tydandi vadunum og ovissu faktorunum,
sum bankin kann avirkast av.

Arsfrasegnin verdur logd fyri adalfundin til
godkenningar.
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Statement by the Management

The Management and The Board of Directors have
today considered and approved the Annual Report of
€ilk Banki P/F for the period 1 January - 31 December
2012.

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 2012 and of the
results of the company's operations for the period 1
January - 31 December 2012.

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.

€ik Banki P/F
Torshavn, 13. mars 2013

Stjorn / Executive Board

Soni Schwartz Jacobsen
Forstjori / Chief Executive Officer

Nevnd / Board of Directors

Torben Nielsen

Nevndarformadur / Chairman

Ben Arabo

Kristian @stergaard

Joéhannus Danielsen

Joénleif Th. Jacobsen

GunnariLida
Naestformaodur / Deputy Chairman

Jorn Astrup Hansen Regin Hammer

Sverri Justinussen



Vattanir fra innanhysis
grannsikodara

Atelkning & arsroknskapin

Vit hava grannskodad arsroknskapin hja €ikk Banki P/F
fyri roknslkapararid 2012. Arsroknskapurin er gjerdur
Tsamsvari vid 168 um figgjarligt virksemi.

Framda grannskodanin

Grannskoodanin er gjerd vid stedi 1 kunngerod fra
Figgjareftirlitinum um fremjan av grannskodan 1
figgjarligum fyritekum o.e. umframt av figgjarligum
samtelkum og 1trad viod altjoda asetingar innan
grannskodan. Hetta krevur, at grannskkodanin verdur
logd til reettis og framd 3 slikan hatt, so heg vissa faest
fyri, at arsroknskapurin ikki er fongdur vid tydandi
feilupplysingum.

Grannskoodanin er framd 1trad vid tad bytid, sum

er avtalad viod uttanhysis grannskodaning, og hevur
fevnt um meting av skipadum mannagongdum og
innanhysis eftirlitum, heruppil ta vadastyring, sum
leidslan hevur lagt til reettis, og sum er reettad moti
fragreidingartilgongdum og tydandi handilsligum
vaoum. Grundad 3 tydning og vada hava vit vid stak-
royndum eftirkannad upphaddir og adrar upplysingar
T arsroknskapinum. Grannskodanin hevur eisini framt
eina meting av, um tann roknskaparhattur, sum
leidslan hevur valt, er hoskandi, um roknslkaparligar
metingar hja leidsluni eru rimuligar og um hvussu
arsrolknslkapurin sum heild er gjerdur.

Vit hava luttikid T grannskodanini av tydandi og
vadakendum akjum, og okkara fatan er, at vit hava
fingid nelktandi grannskodanarprogv, id kann vera
grundarlag fyri akkara nidurstedu.

Grannskodanin hevur ikki givid orselk til fyrivarni.

Nidursteda

Okkara fatan er, at skipadar mannagongdir og
innanhysis eftirlit, roknad tann vadastyring, sum
leidslan hevur lagt til reettis, id er reettad moti
fragreidingartilgongdini og tydandi handilsligum
vaoum, virka a tryggan hatt.

Herumframt er t3d oklkara fatan, at arsroknskapurin
gevur eina reettvisandi mynd av ogn, skuld, eginogn og
figgjarligu stedu bankans tann 31. desember 2012 og
av Urslitinum av virksemi bankans fyri roknslkapararid
2012 1samsvari vid 16g um figgjarligt virksemi.
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Internal auditor's
report

Report on financial statement

We have audited the Financial Statements of €ik
Banki P/F for the financial year 2012. The Financial
Statements have been prepared in accordance with
the Faroese Financial Business Act.

Basis of opinion

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 contrals established, including the risk man-
agement organised by Management relevant to the
entity's reporting processes and significant business
risks. Based on materiality and risk, we have exam-
ined, on a test basis, the basis of amounts and other
disclosures in the Financial Statements. 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
3 basis for our audit opinion.

Our audit has not resulted in any qualification.

Opinion

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, 2012 and of its financial
performance for the financial year 2012 in accordance
with the Faroese Financial Business Act.



Stadfestan vidvikjandi leidslufragreidingini

Vit hava 1trad vio log um figgjarligt virksemi lisid
leidslufragreidingina. Vit hava hesum vidvikjandi ikii
framt fleiri stig 1 sambandi vid grannskodanina av
arsroknslkapinum.

Vid stedi Thesum er tad oklkara oklkara fatan, at
upplysingarnar 1 leidslufragreidingini eru 1 samsvari
vid arsraknskapin.

Eil

Statement regarding Management Review

We have, in accordance with the Faroese Financial
Business Act, read the Management Review. We
have not conducted any additional procedures

in connection with our audit of the Financial
Statements.

On this basis, itis our opinion that the information
presented in the Management Review is in accordance
with the Financial Statements.

Torshavn, 13. mars 2013

Petur A. Johannesen
Grannskodanarleidari / Chief Auditor
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Vattanir fra dheftum
grannsikodara

Til kapitaleigararnar i Eik Banki P /F
Atelkning & arsroknskapin

Vit hava grannskodad arsroknskapin hja €ilkk Banki
P/F fyri raknskapararid 1. januar — 31. desember
2012, sidu 21-52, vid rakstrarroknskapi, figgjarstedu,
fragreiding um broytingar 1 eginogn, solvensuppgerd
og notum. Arsrolknskapurin er gjerdur eftir l6gini um
figgjarligt virksemi.

Abyrgd leidslunnar av arsroknskapinum

Leidslan hevur abyrgdina av at gera ein arsroknskap,
i® gevur eina rattvisandi mynd T samsvari vid 16gina
um figgjarligt virksemi. Leidslan hevur harumframt
abyrgdina av innanhysis eftirlitinum, id leidslan metir
skal til fyri at ein arsroknskapur kann gerast uttan
tydandi skeivleikar, uttan mun til um hesir standast av
svili ella mistelkum.

Abyrgd grannskodarans

Oklkara abyrgd er, vid stedi 1 grannskodanini, at

orda eina nidurstedu um arsroknskapin. Vit hava
grannskodad samsvarandi altjoda standardum um
grannskodan og @drum krevum sambaert feroysku
(SPEKT) / donsku (KPMG) grannskodanar-l6ggavuni.
Hetta krevur, at vit 10ka etisk krov og leggja til reettis
0g grannskada fyri at faa grundada vissu fyri, at tad
iklki eru tydandi skeivleikkar T arsraknskapinum.

Grannskoodanin ber 1 szer, at gjerd verda tey grann-
skodaraarbeidi, sum skulu til fyri at faa grannskkodan-
arprogv fyri upphaddum og upplysingum T arsrokn-
skapinum. Grannskodarin metir um, hvat arbeidi skal
gerast, herundir metir hann um vandan fyri tydandi
slkeivleikum T arsroknslkapinum, uttan mun til um
hesir standast av sviki ella mistekum. T vadametingini
hevur grannskodari innanhysis eftirlit 1 huga, id hevur
tydning fyri at felagid kann gera ein arsroknskap, sum
gevur eina reettvisandi mynd. Endamalid vid hesum
er at leggja grannskodanina til rettis, soleidis at hon
er hoskandi eftir umstadunum, men ikki fyri at orda
eina nidurstedu um dygdina 3 innanhysis eftirlitinum.
Grannskodanin fevnir harumframt um meting av, um
roknskaparhatturin, sum leidslan nytir, er haskandi,
um teer raknskaparligu metingar, sum leidslan hevur
gjort eru rimiligar, og hvussu arsroknskapurin sum
heild er gjerdur.
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Ingdependent auditors!
report

To the shareholders of €ik Banki P/F

Independent auditors' report on the
financial statements

We have audited the financial statements of €ik Banki
P/F for the financial year 1 January - 31 December
2012, pp. 21-52. The financial statements comprise
income statement, balance sheet, statement of
changes in equity, statement of solvency and notes.
The financial statements are prepared in accordance
with the Faroese Financial Business Act.

Management's responsibility for the financial
statements

Management is responsible for the preparation of
financial statements that give a true and fair view
in accordance with the Faroese Financial Business
Act and for such internal contral that Management
determines is necessary to enable the preparation
of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors' responsibility

Our respansibility is to express an opinion on the fi-
nancial statements based on our audit. We conducted
our audit in accordance with International Stand-
ards on Auditing and additional requirements under
Faroese (SPEKT)/ Danish (KPMG) audit regulation. 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 invalves performing procedures to obtain
audit evidence about the amounts and disclosures

in the financial statements. The procedures selected
depend on the auditars' 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 of financial statements that give a true
and fair view in order to design audit procedures
that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the
effectiveness of the 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
3s evaluating the overall presentation of the financial
statements.



Tad er okkara fatan, at vit hava fingid nektandi
grannskodanarprogy, id kann vera grundarlag undir
oklkara nidurstedu.

Grannskodanin hevur ikki givid arselk til fyrivarni.

Nidursteda

Tad er okkara fatan, at arsroknskapurin gevur eina
reettvisandi mynd av felagsins ognum, skyldum og
figgjarligu stedu 31. desember 2012 og av Urslitinum
av virksemi felagsins fyri roknskapararid 1. januar —
31. desember 2012 samsvarandi l6gini um figgjarligt
virksemi.

Ummezeli av leidslufragreidingini

Vit hava, sambaert 16gini um figgjarligt virksemi,
lisio leidslufragreidinginag. Vit hava ikki gjert annad
sum Tskoyti til grannskodanina av arsroknskapinum.
Utfra hesum grundarlagi er tad olkkara fatan, at
upplysingarnar 1 leidslufragreidingini eru 1 samsvari
vid arsroknskapin.

Eil
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We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our
opinion.

Our audit has not resulted in any qualification.

Opinion

In our opinion, the financial statements give a true
and fair view of the Company's financial position at
31 December 2012 and of the results of its operations
for the financial year 1 January - 31 December 2012
in ac-cordance with the Faroese Financial Business
Act.

Statement on the Management's review

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 apinion that the information provided in the
Management's review is consistent with the financial
statements.

Torshavn, 13. mars 2013

KPMG
Statsautoriseret Revisionspartnerselsikab

Lars Rhod Sendergaard
statsaut. revisor /
State Authorised
Public Accountant

Henrik Barner Christiansen
statsaut. revisor /
State Authorised
Public Accountant

SPEKT
loggildir grannskkadarar Sp/f

Finnbjern Zachariasen Mirjam Haraldsen
statsaut. revisor /
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Public Accountant

statsaut. revisor /
State Authorised
Public Accountant
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€ik hovudssaetid
Yviri vid Strond 2
Postboks 34
FO-110 Torshavn
eik@eik.fo

€ik Klaksvik
Bogota 1
Postboks 47
710 Klaksvilk
Kklaksvik@eilkk.fo

€ik Midvagur
Jatnavegur 16
Postboks 11
370 Midvagur
midvagur@eilk.fo

€ik Saltangara
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€ik Sverrisgota
Sverrisgota 3
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18-25@eik.fo
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