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2013 Risk Report

Introduction

The present Risk Report was prepared in accordance with the rules and regulations set out in Danish Executive Order on CapitalAdequacy
(Column III), with which banks are required to comply with respect to the publication of risk disclosures. Reporting in accordance with the
disclosure requirements take place annually in connection with the presentation of the annual financial statements, while the individual
solvency need is published quarterly. Unless otherwise indicated, the disclosures provided in this Risk Report pertain to 2013. These
disclosures have not been audited by internalor externalauditors.
The report is posted at vestjyskBANK’s website. The Bank also provides disclosures related to Bank-related risks and risk management in the
AnnualReport. The disclosures in the Risk Report are numbered so that they correspond to the numbering ofthe individualsections in Annex
20 ofthe Danish Executive Order on CapitalAdequacy.
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1. Objectives and risk policies
vestjyskBANK defines risk as any event that may adversely affect the Bank’s ability to reach its business objectives. The Bank is exposed to
various types ofrisk, which are monitored and managed at various levels in the organisation.
vestjyskBANK’s risk policy is cautious, and its ambition is always to maintain an asset portfolio ofsuperior quality in order to ensure that future
decisions are based on a solid foundation.
The Bank’s risk exposure is a central consideration in all the Bank’s transactions with customers and trading partners as well as those
performed on its own account. The Bank does not enter into transactions without considering which risks it will incur as a result of the
transaction.
The Bank’s generalpolicy within the area is detailed in vestjyskBANK’s business model.
Organisation

vestjyskBANK maintains a functionaldivision between units that are transacting business with clients and are otherwise exposing the Bank to
risks, and units concerned with generalrisk and capitalmanagement functions; these are controlled by a separate unit.
The Bank’s overallrisk management is centralised across the Credit Department, the Credit Secretariat, M arkets & Advisory Services as wellas
Finance & Risk M anagement.
The Credit Department and the Credit Secretariat handle credit-related controland risk management.
Finance & Risk M anagement is responsible for the Bank’s equity risk, liquidity and its own holdings of securities. This is where the Bank’s
liquidity and interest rate and foreign exchange rate positions are managed.
M arkets & Advisory Services is responsible for market risks that can be attributed to customers.
Finance & Risk M anagement manages most controlareas and is responsible for maintaining the Bank’s controlsystems on an ongoing basis,
including the Bank’s individualsolvency need.
The Bank maintains a compliance function. This function is designed to ensure that the Bank complies with current legislation and orders
issued by government agencies at alltimes and that the Bank has sufficient and current procedures in place.
vestjyskBANK divides risk into the following categories:
M arket risk
Credit risk
Operationalrisk
Liquidity risk
Business risk, etc.
Capitalbase risk (solvency need)

Ris k rep ort

3

M arket risk
Definition

M arket risk is defined as the risk of losses resulting from changes in the market value of assets or liabilities related to changes in market
conditions.
Objectives and policies relating to management of market risk

Among other things, the Bank’s market risks are managed by imposing limits on a number of risk targets that, in aggregate, identify the
individual risk types. The framework for the Bank’s overall market risk is defined by the Bank's Supervisory Board and delegated as a
framework to the Executive Board. The Executive Board delegates risk limits to the Bank’s treasury function and to the head of investments.
The head ofinvestments may then delegate his or her authority to employees in the trade area in fullor in part.
M arket risk comprises interest rate, foreign exchange and equity risk as affected by both generaland specific market fluctuations. M arket risk
is a naturalpart ofthe Bank’s risk profile, since client trading in securities and foreign currencies are ofmajor significance to the Bank’s total
earnings and are thereby part ofthe Bank’s core activities. The Bank’s liquidity is also invested in securities with market risk.
In specific areas, the Bank uses derivative financial instruments for hedging and managing market risks. The Bank’s customers also use
derivative financialinstruments. Derivative financialinstruments are included in the determination of the Bank’s market risk for the underlying
risk areas.
Structure of Bank’s management of market risks

The Bank’s investment portfolio is characterised by exclusively containing equity securities in other enterprises with which the Bank is
maintaining strategic and long-term collaboration. The purchase and sale ofequity investments are strategic decisions performed on the basis
ofconsiderations made by the Executive Board. The Bank has determined that it is only the Bank's strategic equity investments that willnot be
classified as held for trading.
Risk reporting and measurement of credit risk

The Supervisory Board is briefed regularly on risk developments and how the allocated risk framework is being exercised.
The Executive Board receives daily reports on developments in materialmarket risks as wellas cases where the framework provided by the
Supervisory Board to the Executive Board has been exceeded.
Trade into and from the trading portfolio are monitored daily. Instances where the limit is exceeded are reported to the Supervisory Board.
Applied prices and rates are monitored on an ongoing basis and the prices ofunlisted securities are verified quarterly.
Systems and controls for managing market risk

M onitoring established policies and instructions with respect to market risk resides with Finance and Risk M anagement for the following tasks:
Daily follow-up ofcompliance with Supervisory Board’instructions to the Executive Board;
Daily follow-up ofcompliance with the Executive Board’s delegated instructions to the head ofinvestments and Treasury;
Price verification in relation to market prices for trading in securities and financialinstruments;
Ongoing assessment and reporting ofpotentialrisks related to the Bank’s trade in securities and financialinstruments;
Assessment ofrisk ofnew products subject to market risk.
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Credit risk
Definition

Risk ofloss as a result ofcustomers’default on their payment obligations in fullor in part.
Organisation

The credit area is organised into:
A credit department with generalresponsibility for
establishing and intermediating the Bank’s credit policy,
granting and establishing approvallimits,
generalmanagement ofcommitments, incl. the handling ofoverdrafts and arrears,
preparing pricing policies in the area,
reviewing commitments and preparing proposals for impairment and provision needs.
A credit secretariat with generalresponsibility for
managing the credit area in compliance with the applicable rules and regulations,
performing independent controls and reporting within the credit area,
implementing new laws and rules within the credit area,
the administrative management ofthe Bank’s impairments and provisions.
Objectives and policies for managing market risk

The Bank focuses on its credit risks' being soundly diversified across the asset mass, including customer types, geographic location, industry
segments, commitment creditworthiness as wellas the various types ofcollaterals accepted.
Certain industry segments are not permitted to constitute a disproportionally high credit risk. The strategy for portfolio allocation is measured
annually for industry segments. The Bank is reluctant to extend credit to enterprises in industry segments with which it has little experience in
assessing risk, and our requirements are stricter when extending credit to enterprises operating within industry segments considered weak or
cyclicalin nature.
For the corporate customer segment, the Bank primarily caters to smalland medium-sized enterprises.
vestjyskBANK's policy is that it, in principle, willnot accept commitments that represent more than 10 percent of its capitalbase. Approved
commitments greater than the 10 percent specified above must be accompanied by an action plan for when and how the amount can be
accommodated by the 10-percent rule.
The Bank is not working proactively with loan-financed securities investments.
Commitments classified as weak in terms ofcredit may, in principle, only be raised against the provision offullcollateral.
Structure of Bank’s management of credit risk

At vestjyskBANK, credit approval authority is based on a cautious delegation policy. The powers issued by the Supervisoy Board to the
Executive Board are delegated to the Credit Director, who in turn delegates authority to individualemployees.
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In order to ensure optimalcredit assessments, approvalpowers are delegated so that each branch manager has the authority to approve credit
in consideration of, among other things, the size ofthe branch, his or her levelofexperience as wellas the relevant operationalarea.
Commitments that exceed the branch manager’s approval authority are transferred for review by the Credit Department. Depending on the
amount of the commitment, the credit inquiry will be approved by the Credit Department, the Credit Director, the Credit Committee, the
Executive Board or, ultimately, the Supervisory Board. Throughout the branch network, the delegated approvalpowers are structured so that
both allbusiness customer commitments and major retailcustomer commitments are reviewed by at least two persons.
In performing credit analyses of business commitments, vestjyskBANK will emphasise that the customer’s business concept is sound and
sustainable and that he or she is in possession of the requisite competencies. An important component in the Bank’s credit analyses is
reviewing the customer’s financialstatements and budgets.
For credit analyses ofretailcustomers, the customer's discretionary funds and his or her assets are the decisive factors.
Allthe Bank’s customers are rated according to the credit risk they present. This segmentation is constantly reassessed and is a component in
the Bank's pricing structure in order to ensure that prices and risks remain balanced.
The Bank maintains a sharp focus on the industry segment distribution ofcommitments. Exposures to realestate and agriculture are markedly
higher than for the other industry segments. The Bank has a goal of reducing its exposures in these two segments as they represent a
disproportionately high risk to the Bank. Similarly, the Bank carefully monitors developments in commitments by risk categories.
All overdrafts with balance movements are examined by the relevant customer representative daily. The credit limit manager in the branch
processes all overdrafts once a month. The Credit Department is notified of all daily overdrafts in excess of DKK 100,000 and, for creditimpaired commitments, alldaily overdrafts in excess ofDKK 25,000.
The Bank is closely monitoring warning signs in its daily handling of commitments. Commitments exhibiting weakness are flagged and
commitments for which direct impairments/provisions have been made due to objective indication of value impairment are handled almost
exclusively by the Credit Department, the Credit Director, the Credit Committee and the Executive Board. The individualbranch manager only
has negligible authority to grant such commitments.
Commitments exhibiting weakness are monitored closely. Action plans as well as cautious loss and risk estimates are drawn up for
commitments for which impairments/provisions have been made; these are, at a minimum, reassessed quarterly. Cases involving distressed
corporate client commitments are handled by the individualbranches in close consultation with the Credit Department and the Bank’s legal
function. Allcollection proceedings involving retailcustomers are handled by collection officers at the Credit Secretariat.
In 2013, a Credit Committee was established to assess particularly risky commitments. The members of the Credit Committee comprise the
Executive Board, the Credit Director and his or her deputy. Additionally, in 2012, a Task Force Group was established within the Credit
Department. It reports directly to the Credit Director and is tasked with handling particularly complex business commitments.

Risk reporting and measurement of credit risk

The Credit Department reviews allmajor corporate commitments annually for re-approval. M oreover, allcommitments in excess of2 per cent
ofthe Bank’s capitalbase and allcommitments between DKK 1 million and DKK 60 million that exhibit signs ofweakness are reviewed. Such
reviews include assessments ofaccounts and budgets and for commitments exhibiting weakness also the drafting ofaction plans.
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In the same manner, individualbranches review allother commitments with an emphasis on identifying commitments that are or may be about
to exhibit signs ofweakness. The Credit Secretariat quarterly reports developments as wellas the status ofcredit-related risks to the Executive
and Supervisory Boards.
The report includes:
A status report on credit analyses ofthe individualbranches;
An overview ofmajor commitments;
Overdraft statistics;
A briefing on major overdrafts;
Distribution by industry segments, including developments by individualindustry segment groups;
M igration ofcustomers’risk classification;
Trends in impairments and provisions.
Once a year, the Supervisory Board is presented with the largest commitments, major commitments exhibiting signs of weakness as wellas
other select commitments.
M ethods of hedging and mitigating risk

In Danish Executive Order on CapitalAdequacy, there are specialrequirements for banks that apply the rules to determine credit risk mitigation.
M eeting these requirements is a precondition for the Bank’s ability to reduce exposures for which collaterals have been accepted in financial
guarantees and properties.
As in previous years, vestjyskBANK measured credit risk applying the standardised approach also in 2013.
managing
Systems and controls for managi
ng credit risk

In addition to daily and periodically used systems for managing and controlling credit risk, the Bank has created a system for flagging
commitments exhibiting warning signs ofweakness.

Operational risk
Definition

Operationalrisk is defined as the risk of losses associated with internaland externalconditions caused by inappropriate or defective internal
procedures, human or system-related errors as wellas externalconditions, including legalrisks.
Operationalrisk management policy and objectives

The policy defines the types ofevents considered to be operationalrisks and identifies registration and reporting requirements.
The Bank’s goalis for operationalrisks to remain limited taking into account associated costs.
In order to minimise the Bank’s dependency on individuals and to ensure that transactions, etc. are entered into in accordance with the Bank's
adopted policy, the Bank has written operationalprocedures in place for allmajor areas. The Bank also has IT contingency plans in place to
limit losses in case offailing IT systems or other similar crises.
Systems and controls for managing operationalrisk

The Bank is constantly developing tools to identify, monitor and manage daily risks to which the Bank is exposed.
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Finance & Risk M anagement retains coordinating and general responsibility for operational risks. Finance & Risk M anagement submits
quarterly reports to the Executive and Supervisory Boards on operationalrisks.

Liquidity risk
Definition

Liquidity risk is defined as the risk of incurring losses due to the Bank’s inability to meet its payment obligations using its normal liquidity
reserves.
Objectives and policies for managing liquidity risk

M easured in relation to statutory requirements, the Bank’s goalis to maintain a liquidity surplus ofat least 50 percent, in order to comply with
the surplus liquidity requirements set out by the Supervisory Diamond and to ensure that there is sufficient liquidity to cover ongoing liquidity
need fluctuations.
The generalpurpose ofthe Bank’s liquidity management is
to monitor and manage the development ofthe Bank’s short-term and long-term liquidity,
to ensure that the Bank has sufficient liquidity at its disposalat alltimes in Danish kroner as wellas foreign currencies.
The Bank’s general liquidity policy is to maintain a sound and well-diversified funding base spread out across several funding sources,
including geographicaldistribution, use ofseveraldifferent funding structures as wellas a balanced distribution across loan maturities.
The liquidity need is planned in both the long and the short term for the purpose of ensuring a sufficient and stable level of liquidity
preparedness. The Bank primarily seeks to produce liquidity through its depositors by offering attractive deposit products. Additionalliquidity
needs are covered by raising loans from Danmarks Nationalbank. The money markets are used to offset daily fluctuations in liquidity.
In order to create a solid platform for the Bank’s future, the Bank is sharpening its focus on the relationship between its deposits and lending.
In the future, the Bank willtherefore be placing greater emphasis on increasing deposits in relation to lending.
Structure of Bank’s liquidity risk management

The Supervisory Board determines the size ofthe desired risk profile and adopts liquidity goals through its liquidity policy and adopted liquidity
preparedness plan. The Executive Board is responsible for complying with the targets/framework set out in the mandate granted by the
Executive Board.
The Bank’s immediate liquidity preparedness is determined applying the guidelines set out in section 152 ofthe Danish FinancialBusiness Act.
The general liquidity risk is determined based on budgets, historical and statistical materials as well as future receipts and payments from
concluded transactions.
The Bank performs monitoring on an ongoing basis of all major financing sources, including maturity, distribution across counterparties,
geographicallocation, etc. and emphasises solid, generaldiversification with a specialfocus on customer deposits.
Risk reporting and measurement of liquidity risk

The Bank performs continuous assessments of future liquidity needs and reports to the Supervisory Board on a monthly basis. Among other
things, the modelensures that the Bank is liquid in relation to its risk profile, strategy and earnings forecast.
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The Bank’s cash management is based on the law as wellas the mandate granted by its Executive Board. These management parameters are
all determined and included in the Bank’s statement and are also reported daily to the Executive Board and senior executives as well as
included in the monthly Supervisory Board report.
Systems and controls for managing liquidity risk

The Bank employs the liquidity forecasting and stress-testing model approved by the Association of Local Banks, Savings Banks and
Cooperative Banks in Denmark (Lokale Pengeinstitutter).

Business risk
Definition

Business risk is defined as the risk oflosses caused by changes in externalconditions or events that harm the Bank’s reputation or earnings.
Objectives and policies for managing business risk

The Bank’s Supervisory Board believes that focusing on building and maintaining strong relationships with allits stakeholders—shareholders,
customers, suppliers, employees and thereby also the local communities where the Bank operates—is considered the foundation for
vestjyskBANK’s continued success and its opportunities for growth.
This is reflected in the Bank’s mission and vision, which seek to promote the whole in relation to individualinterests. The Bank’s core values
are a naturalpart ofthe manner in which vestjyskBANK carries out its activities.
For the purpose ofensuring that its employees’competencies always correspond to what is required by an enterprise of vestjyskBANK’s size,
the Bank’s policy is for its employees to continue to develop through further training.
Structure of Bank’s management of business risk

The Bank has a permanent procedure in place for approving new products to ensure that the Bank does not offer products that have not
received proper prior authorisation.
For the purpose of ensuring the best possible product offerings to its customers as well as optimal support for the Bank, the Bank is
collaborating with a well-established network ofcompetent partners. Here, the Bank is wellrepresented in various collaboration forums, which
provides vestjyskBANK with a great degree ofinfluence.
The Bank is consistently seeking to ensure that its dependency on these partners is minimised.
Systems and controls for managing business risk

The compliance function ensures that procedures are prepared for the central areas of finance laws and regulations. Thus, the procedures
apply to proper conduct, investor protection, money laundering, processing of personal data, employee transactions with securities, and
customer complaints, etc.

Capital base risk
Definition

Capitalbase risk is defined as the risk oflosses incurred from the Bank’s not having sufficient capitalto meet its solvency requirements and, if
greater, its solvency needs.
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Objectives and policies for managing capitalbase risk

M anagement establishes a solvency target that is included in the Bank’s capitalmanagement.
ase risk
Structure of Bank's management of capitalbbase

The Supervisory Board sets the solvency targets and criteria for determining solvency needs. The Executive Board is responsible for complying
with the targets and framework. The Bank’s capitalbase is determined in accordance with Danish Executive Order on Calculation of Capital
Base and in accordance with the capitalpreparedness plan that the Bank has established. Finance and Risk M anagement performs ongoing
monitoring ofthe capitalbase and its structure.
Risk reporting and measurement of capitalbase risk

Reports relating to the Bank’s solvency are submitted to the Executive Board on an ad hoc basis, and to the Supervisory Board on a monthly
basis.

2. Scope
The Bank's disclosure requirements cover vestjyskBANK A/S exclusively as it does not have any subsidiaries.

3. Capital base
The capitalbase is determined in accordance with the rules set out in Danish Executive Order on Calculation ofCapitalBase. The capitalbase
comprises core capitaland subordinated capitalin the form ofhybrid core capitaland tier 2 capitalas wellas deductions made from these. The
calculation ofthe capitalbase is shown in the table below.

Calculation of consolidated capitalbase at 31 Dec 2013
1 Core tier 1 capital
Share capital

Reserves provided for by the Bank’s Articles ofAssociation
Retained earnings
2 Primary deductions from core tier 1 capital
Intangible assets
3 Core tier 1 capitalafter primary deductions
4 Hybrid core capital
5 Tier 1 capitalafter primary deductions
6 Other deductions from tier 1 capital
Halfofthe totalofequity interests, etc. > 10 %
7 Tier 1 capitalless deductions
8 Tier 2 capital
Subordinated loan capital
Revaluation reserves
Hybrid capital
9 Included tier 2 capital
10 Capitalbase before deductions
11 Deductions from capitalbase
Halfofthe sum ofequity interests etc. > 10%
12 Capitalbase after deductions
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TDKK
831,586
85,982
551,600
194,004
7,482
7,482
824,104
443,748
1,267,852
72,980
72,980
1,194,872
1,169,228
452,884
55,433
660,911
1,169,228
2,364,100
72,980
72,980
2,291,120

4. Solvency requirem ents and adequate capital
4. a. M ethod

By law, the Supervisory and Executive Boards are required to establish vestjyskBANK's individual solvency need. In determining the Bank’s
solvency need, the Bank’s M anagement has decided to employ a template prepared by the Association of LocalBanks, Savings Banks and
Cooperative Banks in Denmark (Lokale Pengeinstitutter) as well as applying the Financial Supervisory Authority's "Guidelines on Adequate
CapitalBase and Solvency Needs ofBanks.” The model, process and method are detailed in section 5-10 Individualsolvency needs.
4. b. Bank'
Bank's riskrisk-w eighted items and capitalrequirements for individualexposure categories
vestjyskBANK applies the standardised method for credit risk in measuring risk-weighted items. The table below lists the Bank's risk-weighted
items as wellas the 8 % capitalrequirement for each individualexposure category.

RiskRisk-w eighted exposures

Capital
requirement (8 %
31 Dec 2013
ofexposure)
TDKK
TDKK

Calculation of riskrisk-w eighted items:
Exposures to centralgovernment or centralbanks
Exposures to regionalor localgovernment authorities
Exposures to public entities
Exposures to multilateraldevelopment banks
Exposures to internationalorganisations
Exposures to institutes
Exposures to business enterprises etc.
Exposures to retailcustomers
Exposures secured with mortgages in realproperty
Exposures which are in arrears or overdrawn
Covered debt securities
Exposures to business enterprises etc. with short-term credit assessment
Exposures to collective investment funds
Other exposures, including assets without counterparties
CreditCredit-risk w eighted items, total

0
0
228
0
0
326,990
10,628,025
5,080,616
1,097,209
184,916
0
0
0
412,142
17,730,126

0
0
18
0
0
26,159
850,242
406,450
87,777
14,793
0
0
0
32,971
1,418,410

ratings--based approach
4. c. Internalratings

vestjyskBANK does not apply an internalratings-based approach to credit risk to calculate its risk-weighted items. The disclosure requirement
is therefore not relevant to vestjyskBANK.
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4. d. Bank’s solvency requirements for market risks
The table below shows the Bank’s solvency requirements for market risks at 31 December 2013.

Solvency requirements for market risks
Debt instruments
Equity
Collective investment plans
Foreign exchange risk

M arketarket- risk w eighted items, total

Risk-weighted
Capital
items requirement (8 %
ofexposure)
TDKK
TDKK
506,068
40,485
33,528
2,682
988
79
0
0
540,584
43,247

As indicated in the overview, foreign exchange risk has been recognised at DKK 0. The reason for this is that inclusion offoreign currency positions are
only required ifthey exceed 2 % ofthe capitalbase. At 31 December 2013, the foreign currency position was below 2% ofthe capitalbase of
vestjyskBANK.
4. e. Solvency requirements for operationalrisk

vestjyskBANK uses the basic indicator approach to calculate the solvency requirement for operationalrisks. The table below shows the Bank’s
solvency requirements for operationalrisk at 31 December 2013.

Solvency requirement for operationalrisk
W eighted items with operationalrisk
W eighted items w ith operationalrisk, total

Capital
Risk-weighted requirements
(8 % of
items
TDKK exposure)TDKK
2,122,370
169,789
169,790
2,122,370

risk--w eighted items and capitalrequirements
Summary of risk
The table below lists the Bank's risk-w eighted items at 31 December 2013.

RiskRisk-w eighted items
W eighted items with credit risk
W eighted items with credit risks
W eighted items with operationalrisk
Impairments in groups
RiskRisk-w eighted items, total
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Capital
Risk-weighted requirements
items
(8 % of
TDKK exposure)TDKK
17,730,126
1,418,410
540,584
43,247
2,122,370
169,789
-58,363
-4,669
20,334,717
1,626,777

5. – 10. Individual solvency needs
5. a. Internalprocess for calculating adequate capitalbase and solvency need

vestjyskBANK’s internal process for assessing and determining its solvency need—the Internal Capital Adequacy Assessment Process
(ICAAP)—is the Bank’s basis for establishing the Bank’s adequate capitalbase and solvency needs. In the ICAAP, the Bank identifies the risks
to which vestjyskBANK is exposed for the purpose of assessing its risk profile. Once the risks have been identified, it is assessed how these
might be reduced through, e.g. business procedures, contingency plans, etc. Finally, the Bank willasses the risks that need to be hedged with
capital.
The solvency need is vestjyskBANK’s own assessment of its capitalneed as a result of the risks it incurs. The Bank’s Supervisory Board has
discussions quarterly regarding establishing its solvency need. The discussions are based on the Executive Board's recommendation. The
recommendation will contain proposals regarding the amount of the solvency need, including stress levels and growth outlooks. This also
applies if the Financial Supervisory Authority’s benchmarks are applied. Based on those discussions, the Supervisory Board will make a
determination with respect to the calculation ofthe Bank’s solvency need, which must be adequate to cover the risks ofthe Bank, cf.section
124(1)and (4)ofthe Danish FinancialBusiness Act.
In addition to those discussions, the Supervisory Board also meets once a year to discuss the method ofcalculating the Bank’s solvency need,
including relevant risk areas and benchmarks for calculating the solvency need.
The solvency need is determined using an 8+ approach, which comprises the types ofrisks that the Supervisory Board has determined should
be hedged with capital: Credit risk, market risk, operational risk, other risks as well as others related to statutory requirements. The
assessment willbe based on the Bank’s risk profile, capitalstructure as wellas prospective considerations that may affect the assessment,
including the budget.
Methods
5.b.Meth
ods for determining adequate capitalbase and solvencyneeds

The FinancialSupervisory Authority has issued a publication entitled "Guidelines on Adequate CapitalBase and Solvency Needs of Banks.” In
addition to that, the Association of Local Banks, Savings Banks and Cooperative Banks in Denmark (Lokale Pengeinstitutter) has issued a
solvency need model. Both the FinancialSupervisory Authority’s guidelines and the Association ofLocalBank’s solvency need modelused by
vestjyskBANK are based on the 8+ method, which is based on the 8 % minimum requirement for risk-weighted items (Column Irequirement)
plus risks and conditions not fully reflected in the calculation ofrisk-weighted items.
Additionally, the Financial Supervisory Authority’s guidelines establish benchmarks for when, in the Financial Supervisory Authority’s
assessment, Column Iis not sufficient within the individualrisk areas and wherefore the solvency need allocation should be supplemented.
Furthermore, extensive methods for calculating supplementalamounts have been put in place within the individualrisk areas.
The Financial Supervisory Authority establishes benchmarks in most areas. However, vestjyskBANK still performs an assessment across all
areas whether the indicated benchmarks take the Bank’s risks sufficiently into account and whether, to the extent necessary, it has performed
individualadjustments. For that purpose, vestjyskBANK uses its own historicaldata.
In vestjyskBANK’s opinion, the risk factors included in the modelcover allthe risk areas that the Bank’s M anagement should take into account
under the law in setting its solvency need as wellas the risks that M anagement finds that vestjyskBANK has assumed.
The Executive and Supervisory Boards are furthermore required to assess whether the capitalbase is sufficient for supporting future activities.
This assessment forms part ofdetermining the generalsolvency need at vestjyskBANK.
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6. Adequate capitalbase and solvency need

Adequate capitalbase and individualsolvency needs are calculated as distributed across the risk areas below.

Calculation of the consolidated solvency need at 31 Dec 2013
1
+2
+3
+4
4a
4b
4c
4d
+5
5a
5b
5c

Column Irequirement (8 % ofrisk-weighted items)
Earnings (capitalfor risk coverage as a result ofweak earnings)
Growth in loans (capitalto cover organic growth in business volume)
Credit risks, ofwhich
Credit risks for major customers (2 % ofcapitalbase)with financialproblems
Other credit risks
Concentration risk ofindividualcommitments
Concentration risk by industry segments
M arket risk, ofwhich
Interest rate risk
Equity risk
Exchange rate risk

+ 6 Liquidity risk (capitalfor coverage ofmore expensive liquidity)
+ 7 Operationalrisk (capitalfor coverage ofoperationalrisk in addition to Column I)
+ 8 Any supplementary items as a result ofstatutory requirements
Totalcapitalneed/solvency need

Amount in
TDKK

%

1,626,777
0
0

8.00
0.00
0.00

456,065
75,340
8,101
0

2,24
0.37
0.04
0.00

57,694
0
0

0.28
0.00
0.00

0
0

0.00
0.00

0
2,223,977

0.00
10.94

7. Com m entary on solvency need
Column Irequirement (8 % of riskrisk -w eighted items)

vestjyskBANK is subject to the requirement set out in section 124(2)(1)ofthe Danish FinancialBusiness Act that solvency must, at a minimum,
constitute 8 % ofrisk-weighted items.
Credit risk

Credit risk covers the risk of losses from debtors or counterparties defaulting on their payment obligations, apart from what is covered by
Column I, including major customers with financialproblems, concentration risk across individualcommitments and industry segments.
M ajor customers w ith financialproblems

For major customers with financialproblems, assessments are made based on the cautiously estimated loss for the individualcommitment.
Customers with financialproblems comprise the following:
Customers with objective indication ofvalue impairment (OIV)credit quality category 1,
Customers with materialsigns ofweakness but without OIV, credit quality category 2c.
M ajor commitments are commitments constituting at least 2 % ofthe capitalbase.
The cautiously estimated loss represents the “net loss” that, based on a cautious and prospective assessment, may be lost if major
commitments with customers with financialproblems have to be settled due to payment default.
Other credit risks

The Bank performs an assessment of whether specialcredit risks exist in the generalcredit portfolio (commitments below 2 % of the capital
base)not covered by the Column Irequirement. For these commitments, the Bank has assessed that it willadd a supplementary TDKK 75,340.
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Concentration risk across
across individualcommitments

Concentration risk across individualcommitments represents the risk associated with the distribution across commitment amounts in the loan
portfolio. The Bank determines the supplementary amount for concentration risk across individual commitments based on the Financial
Supervisory Authority’s "Guidelines on Adequate CapitalBase and Solvency Needs ofCredit Institutions.” In accordance with these guidelines,
amounts must be added ifthe sum ofthe 20 largest commitments is greater than 4 percent ofthe commitment mass.
A supplement is required because the 20 largest commitments constitute 12 percent. In 2013, the supplement is weighted at 50 percent. The
supplement willbe fully phased in as of2014. The Bank has calculated a supplement ofTDKK 8,101.
Concentration risk by industry segments

The concentration risk by industry segments covers risk associated with commitments'distributed across relatively few industry segments. The

Bank determines the supplementary amount for concentration risk across industry segments on the FinancialSupervisory Authority’s
"Guidelines on Adequate CapitalBase and Solvency Needs of Credit Institutions.” In accordance w ith these guidelines, the Bank uses
the Herfindahl-Hirschman Index (HHI) to measure the degree of concentration across industry segments. Based on the HHI, the
supplement is calculated as set out in the table.

HHI
HHI< 20 %
20 % < HHI< 25 %
25 % < HHI< 30 %
30 % < HHI< 40 %
40 % < HHI< 60 %
60 % < HHI< 100 %

Supplement for adequate capital
base/solvency need
0
0.008*RW Abusiness*(1-SRbusiness)
0.016*RW Abusiness*(1-SRbusiness)
0.024*RW Abusiness*(1-SRbusiness)
0.032*RW Abusiness*(1-SRbusiness)
0.040*RW Abusiness*(1-SRbusiness)

A supplement is not added because vestjyskBANK’s HHIhas been calculated at 19,30 %. In 2013, the supplement is w eighted at 50
percent. The supplement willbe fully phased in as of2014.
M arket risk

The market risk is the risk oflosses because ofpotentialchanges in interest rates, equity prices as wellas foreign exchange rates, apart from
what is covered in Column I. It is not based on vestjyskBANK’s current risk but on the maximum risk vestjyskBANK may assume within the
limits established by the Supervisory Board for the Executive Board’s powers to assume market risks under section 70 ofthe Danish Financial
Business Act.
The Bank bases its assessment on whether allmarket risks have been adequately covered by Column Iin the FinancialSupervisory Authority’s
indicative benchmarks for interest rate risk, equity risk and foreign exchange rate risk. Based on these benchmarks as wellas on an overall
assessment ofthe Bank's market risks, it is the Bank's assessment that a supplement ofTDKK 57,697 is required for market risks. Apart from
the Column I requirement, the supplement for market risk can be attributed to the interest rate risk for the Bank's fixed-rate deposits and
subordinated debt. M arket risk is primarily calculated by means ofstress testing.
Operationalrisk

Operationalrisk comprises risk oflosses resulting from inappropriate or defective internalprocedures, human or system-related errors as well
as externalevents, including legalrisks, in addition to what is covered by Column I.
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In assessing supplements for operationalrisks, the Bank considers these risk areas, including the Bank's organisation, cyber security and IT
operations as wellas the Bank's business model. On that basis, apart from what is covered in Column I, it is the Bank’s assessment that a
supplement is not needed.
Other risks

The Bank has performed an assessment ofwhether capitalprovisions should be made for hedging the risk ofweak earnings, oforganic growth
in business volume and of more expensive liquidity from professionalinvestors. It is the assessment that there is no need to make capital
provisions for covering other risks.
Earnings

The Bank has based its assessment of whether extra capitalprovisions should be made to counter prospective credit losses on the Financial
Supervisory Authority’s relevant indicative benchmarks. The Bank performed its assessment of core earnings in relation to total loans and
guarantees. It is the assessment that there is no need to make capitalprovisions for covering weak earnings.
Grow th

The Bank has based its assessment of whether extra capital provisions should be made for a growth in loans on the FinancialSupervisory
Authority’s relative indicative benchmarks. It is the assessment that there is no need to make capitalprovisions for covering a growth in loans.
Liquidity

The Bank has a high liquidity surplus. In assessing whether capitalprovisions should be made as a result ofadditionalcosts related to raising
liquidity, the Bank bases its estimate on the Bank's stress testing ofliquidity for a one-year term. It is the assessment that there is no need to
make capitalprovisions for raising liquidity.

8. Statutory requirem ents
The FinancialSupervisory Authority has not established an individualsolvency requirement for vestjyskBANK.

9. Capital base and solvency ratio
The Bank’s capitalstructure, including solvency surplus, is detailed in the table below.
Capitalstructure and solvency surplus at 31 Dec 2013

Capitalbase less deductions/solvency ratio
Adequate capitalbase/solvency need
Surplus

10. Solvency need determ ined internally
The Bank does not determine internalsolvency need apart from the statutory solvency need.
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TDKK
2,291,120
2,223,977
67,143

%
11.3
10.9
0.9

11. Counterparty risk
11. a. M ethod

vestjyskBANK applies the mark-to-market approach to counterparty risk to determine the size of the exposure for derivative financial
instruments covered by the definition ofAnnex 17 ofthe Danish Executive Order on CapitalAdequacy.
The determination of the amount of the exposure by applying the mark-to-market approach to counterparty risk is detailed in the description
below:
1. Contracts are determined at market value, in order to arrive at the current replacement cost for allcontracts with a positive value.
2. In order to arrive at figures for potentialfuture credit exposure, the contracts’nominalamounts or the underlying values are multiplied by
the percentages established by the Financial Supervisory Authority. Swaps based on two variable interest rates in the same foreign
currency are exempted, since only the current replacement cost is calculated.
3. The sum ofcurrent replacement costs and potentialfuture credit exposures constitutes the exposure value.
For establishing the adequate capitalbase, capitalis held corresponding to 8 % ofthe positive market value ofthe derivatives.
In the Bank’s approvalprocess and in the generalmonitoring of commitments, the Bank takes into account the calculated exposure value so
that it is ensured that it does not exceed the authorised credit limit for the counterparty.
11. b. Policies

Commitments involving commercialenterprises and retailcustomers, the Bank processes and authorises limits for financialcontracts using its
regular credit assessment principles.
11. c. EPE models

The Bank does not apply internalmodels for determining counterparty risk (EPE models). The disclosure requirements are therefore not relevant
to the Bank.
11. d. Dow nw ards adjustment of credit rating

The disclosures are not assessed to be relevant to vestjyskBANK and are therefore not provided for these items.
11. ee-f. Gross positive fair value of financialcontracts after netting

The gross positive fair value of financialcontracts, cf.Annex 17 of the Danish Executive Order on CapitalAdequacy, stood at TDKK 178,742.
The bank does not apply netting in determining counterparty risk on financial contracts. The value of the Bank’s total counterparty risk
determined using the mark-to-market approach for counterparty risk stood at TDKK 215,748; cf.Annex 16, items 9-16 ofthe Danish Executive
Order on CapitalAdequacy.
11. gg-h. Credit derivatives

The Bank does not use credit derivatives to hedge the portion ofcredit risk that affects counterparties. Therefore, no disclosures are provided
for this item.
11. i. Intern models

The Bank is not permitted to apply internalmodels to determine counterparty risk. Therefore, no disclosures are provided for this item.
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12. Credit and dilution risk
non-- performing and impa
impaired
ired amounts receivable
12. a. Accounting definition of non

The Bank complies with the Danish FinancialSupervisory Authority's executive order on financialreporting for credit institutions et al.and
applies the accounting definitions ofnon-performing and impaired amounts receivable as set out in sections 51–54 of the Executive order on
financialreporting for credit institutions, et al.
The Bank complies with the provisions set out in IAS 39, which are assessed to be compatible w ith the definition ofnon-performing and
impaired amounts receivable set out in the Executive Order on Accounting Policies.
12. b. Exposures after impairments

vestjyskBANK’s totalvalue ofunw eighted credit exposures after impairments totalled TDKK 28,473,532 at 31 December 2013.
average
ge value over the course of 2013 by exposure categories
12. c. Exposures‘ avera

Calculation of riskrisk-w eighted items:
Exposures to centralgovernment or centralbanks
Exposures to regionalor localgovernment authorities
Exposures to public entities
Exposures to multilateraldevelopment banks
Exposures to internationalorganisations
Exposures to institutes
Exposures to business enterprises, etc.
Exposures to retailcustomers
Exposures secured with mortgages in realproperty
Exposures which are in arrears or overdrawn
Covered debt securities
Exposures to business enterprises, etc. with short-term credit assessments
Exposures to collective investment funds
Other exposures, including assets without counterparties
CreditCredit-risk w eighted items, total

31 Dec 2013
TDKK
0
0
228
0
0
326,990
10,628,025
5,080,616
1,097,209
184,916
0
0
0
412,142
17,730,126

Average weighted
amount for 2013
TDKK
0
0
291
0
0
350,758
11,726,477
5,434,472
1,149,522
153,799
0
0
0
576,833
19,392,152

12. d. Geographicaldistribution of exposures

The geographicaldistribution ofthe exposures has been omitted, since more than 96 % ofthe Bank’s exposures are in Denmark.
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12. e. Exposures distributed by industry segment

Distribution ofcredit risk by industry segment across exposure categories at 31 Dec 2013

Amount in TDKK
Public authorities
Business
Agriculture, hunting, forestry and fishery
M anufacturing industry and raw material
extraction
Energy supply
Construction and civilengineering
contractors
Trade
Transportation, hotels and restaurant
businesses
Information and communications
Credit and financing institutes and
insurance businesses
Realestate
Other business
Business, total
Retail
Other items
Total

Central
governmen
ts and
central
banks
0

Regional
and local
authorities
57,354

Institutions
0

Commercial
enterprises
0

M ortgage
secured in
Retail
real
customers
property
0
0

Arrears or Other items
overdrafts
etc.
0
1,139

0

0

0

3,074,945

1,386,245

160,710

8,105

0

0
0

0
30,000

0
0

834,329
1,312,435

265,202
132,763

58,651
154,445

3,450
0

0
0

0
0

2,000
0

0
0

543,531
1,160,442

412,460
719,083

96,570
160,421

5,478
22,754

0
0

0
0

15,000
0

0
0

347,944
34,803

312,105
87,694

271,723
7,270

47,877
120

0
0

1,101,098
0
0
1,101,098
0
0
1,101,098

0
0
2
47,002
0
0
104,356

302,580
37,726
512,780
806,436
831,064
131,428
4,961,977 1,885,380
5,546,711
617,994
0
0
10,508,688 2,503,374

3,073
13,388
22,214
126,459
26,589
0
153,048

22
0
0
22
0
521,692
522,853

840,342
862,763
0
3,500,920
0
599,451
840,342 12,271,564
0
468,210
0
0
840,342 12,739,774

12. f. Distribution of exposures by term to maturity

Distribution ofitems recognised in the Statement ofFinancialPosition at 31 Dec 2013

Amount in TDKK
Exposure categories:
Centralgovernments and centralbanks
Regionaland localauthorities
Public entities
Institutions
Commercialenterprises
Retailcustomers
M ortgage secured in realproperty
Arrears or overdrafts
Other items
Total

On demand

0–3 months

3 months –1
year

1 - 5 years

M ore than 5
years

1,101,098
16,156
0
513,618
5,290,688
2,273,686
350,072
60,184
521,714
10,127,216

0
2
172
0
174,140
214,828
56,851
3,551
0
449,544

0
2,273
517
83,963
698,206
667,007
108,354
20,906
0
1,581,225

0
4,994
451
5,695
2,383,574
2,347,207
259,238
28,408
0
5,029,567

0
2
0
0
1,655,383
925,191
163,987
10,876
0
2,755,438

Total
1,101,098
23,427
1,139
603,276
10,201,992
6,427,918
938,502
123,925
521,714
19,942,991
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12. g. Impaired debts and impairments by industry segments

Impaired loans and guarantee debtors subdivided by debts in default and impaired debts, impairments/provisions as wellas expenses relating
to value adjustments and impairments, both those treated individually and by group, are distributed across industry segments as follows:

Amount in TDKK
Public authorities
Agriculture, hunting, forestry and fishery
M anufacturing industry and raw material
extraction
Energy supply
Construction and civilengineering contractors
Trade
Transportation, hotels and restaurant
businesses
Information and communications
Credit and financing institutes and insurance
businesses
Realestate
Other business
Business, total
Retail
Total

Loans and guarantees
for which impairments/
provisions have been
Debts in default
made

Amounts recognised as
expenses related to
value adjustments and
Impairments/
impairments for the
provisions, 31 Dec
year

0
784,592

0
3,720,716

0
1,139,757

0
288,195

105,832
0
154,566
219,480

717,932
204,920
548,074
943,185

117,640
53,951
123,984
214,578

43,178
35,488
29,235
113,910

189,417
8,017

520,804
45,806

168,460
5,861

66,859
1,263

392,882
595,421
119,254
2,569,461
237,630
2,807,091

972,381
3,709,061
864,235
12,247,114
3,707,823
15,954,937

555,261
862,960
160,485
3,402,577
318,231
3,720,808

128,152
237,752
37,304
981,426
92,962
1,074,388

12. h. Geographic distribution of nonnon-performing and impaired amounts receivable

The geographicaldistribution ofthe exposures has been omitted, since more than 96 % ofthe Bank’s exposures are in Denmark.
12. i. M ovements in 2013 of impaired amounts receivable

M ovements ofimpaired amounts receivable as a result ofvalue adjustments and impairments
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Amount in TDKK

Accumulated impairments/provisions, 1
Jan 2013
M ovements for the year:
1. Foreign currency translation
adjustment
2. Impairment/provisions for the year
3. Reversals ofimpairments/provisions
performed in previous financialyears
for which there is no longer objective
indication ofimpairment or where the
impairment has been reduced
4. Other movements
5. Value adjustment ofacquired assets
6. Finalloss (depreciated)for which
previous individual
impairments/provisions had been
made
Accumulated impairments/provisions made
for loans and guarantee debtors at 31 Dec
Sum ofloans and guarantee debtors for
which individualimpairments/provisions
have been made (measured before
impairments/provisions)
Losses for which no previous individual
impairments/provisions have been made
Included in previously written-offdebts

Individual Impairments/provisions by
impairments/provisions
groups
Guarantee
Guarantee
Loans
debtors
Loans
debtors

Impairments/provisions made
for receivables with credit
institutions and other items
with credit risk
Guarantee
Loans
debtors

3,319,190

49,838

36,089

0

1,043

0

0
1,212,575

0
4,744

0

0
0

0

0

205,937
47,709
0

43,251
0
0

11,591
1,557
0

0
0
0

1,043
0
0

0
0
0

722,418

0

0

0

0

0

3,651,119

11,331

58,363

0

303,481 11,305,357

0

0

0

0
0

0
0

0
0

7,153,190
105,320
19,780

0
0

0
0

0

13. Credit rating agencies
The bank does not use externalcredit rating agencies to determine the size ofrisk-weighted items.

14. Disclosures on the determ ination ofcredit risk applying the Internal Ratings-Based (IRB)Approach
The Bank does not apply the IRB Approach, cf.item 4.c.
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15. M arket risk
The Danish Executive Order on CapitalAdequacy requires that the enterprise provide disclosure of the solvency requirements for a number of
risks measured under the market risk area. The following lists the solvency requirements for the relevant risks.

Items
tems w ith position risk in TDKK at 31 Dec 2013
Debt instruments

Shares
Collective investment funds
Foreign exchange risk
Total

Risk-weighted
items
506,068
33,528
988
0
540,584

Capital
requirements 8 %
40,485
2,682
79
0
43,247

16. Disclosures on internal m odels (VaR m odels)
vestjyskBANK does no apply internalmodels (VaR models)in measuring positionalrisk in its trading portfolio.

17. Operational risk
Under the Danish Executive Order on CapitalAdequacy, banks are required to hedge operationalrisks. The capitalrequirements for operational
risks must hedge the “risk of losses resulting from inappropriate or defective internalprocedures, human or system-related errors as wellas
externalevents, including legalrisks”.
The Bank applies the basic indicator approach, cf.Annex 18 ofthe Danish Executive Order on CapitalAdequacy for measuring the capital
requirements for operationalrisks. In accordance with this approach, operationalrisks are measured as 15 percent ofthe Bank’s average “core
income” for the past three years. The core income is the sum ofnet interest income and non-interest related net income.

18. Exposures relating to equity securities,etc. not held for trade
In collaboration w ith other banks, vestjyskBANK has acquired shares in a number of sector companies. The purpose of these sector
companies is to support banking activities within mortgage credit, payment intermediation, IT, and investment funds, etc. vestjyskBANK
has no plans ofselling these shares and they are therefore not considered to be held for trade.
In severalofthe sector companies, the shares are reallocated in such a manner that the interests held by the banks always reflect the
individual bank's business volume with the sector company. Reallocation typically occurs based on the sector company’s net asset
value. vestjyskBANK adjusts the carrying amount of these shares quarterly, every six months or yearly depending on the frequency of
new data from the individualsector company. Continuous adjustments are recognised in the Statement of Income in accordance with
the rules.
In other sector companies, the shares are not reallocated but are typically assessed based on the most recent, known trade, alternatively based
on the recognised valuation approach. Adjustments to the carrying amount of the shares in these companies are also recognised in the
Statement ofIncome.
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The table below shows the Bank’s exposures in shares not held for trade.

Amounts in TDKK at 31 Dec 2013
Shares not held for trading

Exposure
31/12 2013

Realised gains or
losses in 2013

Non-realised gains
or losses in 2013

456,783

-1,260

19,584

19. Exposures relating to interest rate risk for positions not held for trade
Interest rate risk is measured as the expected rate loss for interest rate positions that would follow from an immediate upwards or downwards
change in allinterest rates of1 percentage point.
vestjyskBANK’s interest rate risk arises in connection with fixed-rate loans, deposits, subordinated debt and issued bonds. Financialderivatives
are used only to a limited extent to hedge the Bank’s interest rate risk. The interest rate risk represents the largest share ofthe Bank’s market
risk and is reported every month to the Supervisory Board and Executive Board. For periods where the interest rate is unsettled, reporting is
performed as needed.
vestjyskBANK’s interest rate risk for positions not held for trade is listed in the table below:

Interest rate risk in positions not held for trade in TDKK at 31 Dec 2013

Long positions

Short positions

Interest rate risk

Items recognised in the Statement ofFinancialPosition
Positions with limited or hedged interest rate risk

-986,399
-21,171,303
-22,157,702

5,573,971
24,147,042
29,721,013

-68,833
0
-68,833

Not included in trading portfolio, total

20. Disclosures on securitisations
vestjyskBANK does not use securitisations. The disclosure requirement is therefore not relevant to the Bank.

21. Disclosures on determ ination of credit risk in IRB institutions
vestjyskBANK uses the standardised approach. The disclosure requirement is therefore not relevant to the Bank.

22. Disclosure on m ethods for reducing credit risk
22. a. Netting

vestjyskBANK uses neither balance sheet netting nor off-balance sheet items.
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22. b. Policies and procedures for valuation and management of collaterals

In its policies and procedures, vestjyskBANK has prioritised obtaining financialcollaterals within the following key areas/categories:
Deposited funds
Bonds/debt instruments—issued by governments as wellas rated and un-rated credit institutions, et al.
Shares—within and outside a key index
Unit trust certificates
The Bank’s procedures ensure continuous, daily monitoring of the realisation values of the collaterals. The monitoring is performed by
computer and is therefore performed automatically. The Bank’s agreements with customers for collaterals in securities ensure that the Bank
has the capacity to realise the securities at its discretion.
Thus, the Bank maintains standard procedures for the management and valuation of the financial collaterals, which means that the Bank
maintains proper credit protection for its loans. The relevant procedures are an integralpart of the generalrisk monitoring performed by the
Bank’s credit department.
22. c. Key categories of collaterals

vestjyskBANK uses the financial collateral comprehensive method to mitigate credit risk. This means that the Bank can reduce the capital
charge ofa commitment when accepting certain financialcollaterals.
Items 58–61 of Annex 7 of Danish Executive Order on Capital Adequacy specify which financial collaterals banks are permitted to accept
applying the comprehensive credit risk mitigating approach. In that regard, it should be noted that the Executive Order requires that financial
collaterals used must be issued by an enterprise or country with a particularly high rating.
Taking into account the limitations specified in Annex 7 ofthe Executive Order on CapitalAdequacy, the financialcollateralnormally accepted
by the Bank can be divided into the following key categories:
Deposited funds
Bonds/debt instruments—issued by governments as wellas rated and un-rated credit institutions, et al.
Shares—within and outside a key index
Unit trust certificates
22. d. Key types of counterparties in the form of guarantor and credit derivatives

The Bank makes limited use, as a credit risk mitigating method, guarantees issued by the following types ofcounterparties:
Centralgovernments
Regionaland localauthorities
Credit institutions
The Bank does not use credit derivatives to mitigate credit risk.
22. e. Disclosures relating to market or credit concentrations w ithin performed credit risk mitigation

The Bank’s policies etc. for investment credits set out certain requirements for the diversification ofinvestments. Similarly, financialcollaterals
willbe similarly diversified with respect to credit risk concentration.
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22. f-g. Financialcollaterals for hedging of credit risk

In accordance with the rules set out in the Danish Executive Order on CapitalAdequacy, the Bank uses collaterals as wellas guarantees to
hedge credit risk. The table below shows individualcredit risk mitigation distributed across exposure categories:

A mounts in TDKK at 31 Dec 2013
Exposures to centralgovernment or centralbanks
Exposures to regionalor localgovernment authorities
Exposures to public entities
Exposures to multilateraldevelopment banks
Exposures to internationalorganisations
Exposures to institutes
Exposures to business enterprises etc.
Exposures to retailcustomers
Exposures secured with mortgages in realproperty
Exposures which are in arrears or overdrawn
Securitisation positions
Short-term institution exposures and business exposures, etc.
Exposures to collective investment plans
Total

Financial
collaterals’
adjusted value
0
0
0
0
0
0
329,760
266,317
3,252
291
0
0
0
599,620

Guarantees
0
0
0
0
0
0
7,256
1,152
0
0
0
0
0
8,408

23. Disclosures on advanced m easurem ent m ethods for determ ining operational risk
vestjyskBANK applies the basic indicator approach to measure operational risk. This disclosure requirement is therefore not relevant to the
Bank.
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