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Introduction
Eventful and dram atic year
Two thousand and twelve becam e the fourth consecutive year
when the financial crisis left its m arks on social developm ents
resulting in unfavourable m arket conditions for a wide range of
business areas. The earnings capacity of m any enterprises was
heavily im paired and em ploym entwas affected negatively.
The social clim ate affects earnings of banks. In vestjyskBANK’s
case, we have to acknowledge that our im pairm ent need and
realised losses on loans were extraordinarily heavy. The key
reasons forthis can be sum m arised as follows:
The Bank’s previous growth strategy relied too heavily on a
capital base that, structurally, was underpinned by relatively
high interest expenses. A lack of patience and non-interest
bearing core capital has ham pered longer term strategic
m anoeuvring.
W ith respect to the Bank’s custom er com position in the
business segm ent, the realestate industry is overrepresented.
Rentalproperties are difficultto sellatacceptable prices—itis
a buyer’s m arket, provided buyers can be found.
Because of vestjyskBANK’s geography and history, the
agriculturalsector is a naturaland m ajor factor in the Bank’s
lending activities. However, the agricultural sector is undergoing its own "crisis within a crisis." For a long tim e, the relationship between attainable settlem ent prices and production
costs for agricultural com m odities has been shifting out of
reasonable proportion and this has affected the Bank
especially hard.
For a num ber of years, the Bank has built up a credit culture
thathas been too optim istic in severalareas.
The Bank has therefore had to m ake downward adjustm ents of its
expected annual results for 2012, as specified in its com pany
notices issued on 25 Septem ber2012 and 1 February 2013.
In Septem ber 2012, vestjyskBANK’s Supervisory Board decided to
alterthe com position of the Bank’s Executive Board.
In spite of the challenges, there were also bright spots in 2012.
During the first six m onths, the Bank successfully im plem ented its
very extensive capitalplan. Itdid so, am ong other things, thanks to
m ajorlocalbacking.

Chairm an of th Board Steen Hem m ingsen and CEO Vagn Thorsager

The bank obtained full subscription of additional capital with proceeds of DKK 300.5 m illion and in the sum m er of 2012, the Bank
obtained a com m itm ent for new governm ent guarantees of DKK
6.8 billion. The guarantee com m itm ent is reduced on an ongoing
basis and willlapse in fullon 30 June 2016.
First quarter 2012 vestjyskBANK com pleted a m erger with Aarhus
Localbank A/S. The m erger proceeded according to plan and the
expected synergies were realised in step with the com bination of
the two organisations, both organisationally and technically as it
transitioned to a shared IT platform .
The Bank has m aintained the expected and relatively high core
earnings.
The Bank’s process of slim m ing down its balance sheet and its
ongoing reduction of its depositdeficitproceeded according to plan
and without affecting custom ers’ ordinary need for sustainable
investm entloans.
The Bank has carried outcostreductions of atleastDKK 50 m illion
as announced in the autum n of 2012, by adjusting a num ber of
support functions in its headquarters and by splitting up its branch
network into four regions. These efforts have enabled the Bank to
attain greater efficiency im provem ents for internal production
without weakening its attentive and com petent custom er-focused
advisory and service efforts. The num ber of em ployees increased
by 68 in connection with the Aarhus Lokalbank m erger with
declined overall by 74 for all of 2012 and totalled 564 full-tim e
em ployees atyear’s end.
The year’s disappointing and clearly unsatisfactory results ended
with a loss of DKK 1,149 m illion before tax. The need for
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Introduction
im pairm ents stood at DKK 1,515 m illion and, com bined for 2011
and 2012, required DKK 2,499 m illion in im pairm ents related to
weak loans.

Expectations and outlook
The outlook for 2013 is based on a view of a bank that is poorly
capitalised, whose com position of subordinated capital m ust be
optim ised. The Bank’s solvency ratio was calculated at 10.9
percent at 31 Decem ber 2012, while the solvency need stood at
10.0 percent. The Bank’s surplus funding of 0.9 percentage points
m et the statutory requirem ents but was below Managem ent’s
am bitions.
The Bank’s Supervisory Board has therefore decided to take further
steps in order to enable convert m ore governm ent hybrid core
capital. The conversion is expected to im prove the Bank’s solvency
by approx. 1 percentage point and strengthen actual core capital
by m ore than 1 percentage point.
The Bank expects that it can m aintain core earnings before
im pairm ents at around DKK 500 m illion. W e sim ilarly expect the
need for im pairm ents to fall significantly based on the critical
exam inations we perform ed of our lending portfolio in 2012. Even
as the perform ed im pairm ents are deem ed to m atch the current
risks, the Bank willalso have to perform im pairm ents in 2013.
Our outlook is based on unchanged econom ic conditions—butjust
how those conditions will develop rem ains highly uncertain. The
earnings trend for individual custom ers can change rapidly from
acceptable to critical and businesses that are currently described
as financially criticalbut with clear signs of positive im provem ents
will, during this process, often need to request additional liquidity
from their bank without having the capacity to provide new
collateral. Accom m odating such requests often seem s sensible;
the alternative can easily m ean closing the business in question
with disproportionately m ajor losses of assets and jobs. The Bank
m akes its decisions on a case-to-case basis. However, the
consequence of helping this type of enterprises through a crisis will
often m ean thatraising a custom er’s creditwillhave to be m atched
in the Bank's incom e statem entas an im pairm ent.

4

An nu al Rep ort

Tightened strategy
In Managem ent's assessm ent, assum ing a very tight m anagem ent
process and without a worsening of the econom ic clim ate, the
Bank m ay be able to restore its bottom line earnings capacity
successfully. The process is based on the following strategy:
Itis expected thatthe Bank’s solvency willbe strengthened by
approx. 1 percentage point by exercising its right to convert
governm ent hybrid core capital to share capital in full or in
part. The effect will be even greater when determ ining the
actualcore capital. The Supervisory Board willm ove for adoption by the m em bers at the Annual General Meeting on 26
March 2013 a proposalto reduce the nom inalam ount of the
Bank’s shares from DKK 10 to DKK 1.
Close m onitoring of trends in the Bank’s revenue and
expenditures;
A continuation of already im plem ented and planned m easures
within the handling of credit processes, which will provide a
better overview of creditquality and trends thatrequire preventive actions;
Action-oriented follow-up of com m itm ents with im pairm ents
with a specialem phasis on settlem ent or survivalstrategies. If
the com m itm ent needs to be settled by realising collaterals, it
will be determ ined both if the im pairm ents are sufficient and
whatare the proceeeds for reducing loans on which interestis
notpaid.
Continuation of the current process whereby the Bank
proactively deselects individual custom ers who, due to either
size and/or com plexity, do not fit the Bank’s business m odel
and capitalstructure;
The Bank wants to have custom ers on the books whose loan
com m itm ent to the bank exceeds 10 percent of the Bank's
core capital, regardless of offered collaterals only in very
specialcircum stances;
Optim isation of the provision of the necessary liquidity that,
substantially, is based on the assum ption thatm ost depositors
have balances thatare covered by the Danish Guarantee Fund
forDepositors and Investors of approx. DKK 750,000.
The process of slim m ing down the Bank’s balance sheet by
adjusting lending and guarantees is designed to optim ise how
the Bank's capital base is used and a reduction in weighted
assets is designed to contribute to increased surplus solvency;

Providing attentive and proactive servicing and advisory
services to present custom ers—as wellas new ones who can
be handled within the scope of the Bank’s strategies and
business plans.
The Bank’s challenges are greatbut, unless we see a worsening of
general business conditions, we believe 2013 will represent a
financialturning point for vestjyskBANK in spite of everything, and
that—with a sustained and focused effort—we will be able to
recreate a strong regionalbank in the long term .
Steen Hem m ingsen
Chairman ofthe Board

Vagn Thorsager
ChiefExecutive Officer
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Managem ent's Review
Consolidated key figures and financialratios

Key figures
Statem ent of Incom e (in MDKK)
Netinterestincom e
Netfee incom e
Dividends on equity securities etc.
Marketvalue adjustm ents forforeign currency and sectorshares
Otheroperating incom e
Core incom e
Personneland adm inistrative expenses
Otheroperating expenses as wellas depreciation, am ortisation and
im pairm entlosses; property, plantand equipm entas wellas
intangible assets
Operating expenses and operating depreciations and am ortisations
Core earnings before im pairm ents
Im pairm entof goodwill
Im pairm ents of loans and receivables etc.
Profit/loss before tax
Tax
Profit/loss
Statem ent of FinancialPosition (in MDKK)
Assets, total
Loans
Deposits, including pooled funds
Contingentliabilities
Business volum e
Equity

2012 *)

2011

2010

2009

2008

892
279
5
96
10
1,282
-660

846
236
3
-25
6
1,066
-590

816
233
3
49
9
1,110
-590

789
225
7
141
66
1,228
-622

572
142
5
-58
255
915
-447

-48
-708
574
-208
-1,515
-1,149
299
-1,448

-51
-641
425
0
-984
-559
-136
-423

-102
-692
418
0
-408
10
4
6

-128
-750
478
0
-537
-59
-18
-41

-39
-486
430
0
-176
254
-4
258

32,765
20,697
18,057
5,154
43,908
992

29,280
21,716
15,029
4,353
41,098
1,733

33,583
23,468
15,564
4,485
43,517
2,161

32,838
23,874
18,635
5,715
48,224
2,149

32,216
24,069
16,643
6,731
47,443
2,196

The results forAarhus Lokalbank have been recognised in vestjyskBANK's Statem entof Incom e as at1 April2012. Assets and liabilities from
Aarhus Lokalbank have been recognised in the Statem entof FinancialPosition as atthe end of March 2012. The 2011 com parative figures do
notinclude Aarhus Lokalbank.
*) Consolidated figures. There is no m aterialdifference between the group and the parentcom pany.
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Financialratios

2012 *)

2011

2010

2009

2008

10.9%
5.4%

12.4%
9.1%

13.6%
11.4%

14.7%
11.4%

9.8%
6.4%

-84.3%
-106.3%
0.53
55.3%
621.3

-28.7%
-21.7%
0.66
60.1%
614.8

0.4%
0.3%
1.01
62.4%
642.1

-2.7%
-1.9%
0.95
61.1%
658.9

13.0%
13.2%
1.39
53.1%
471.7

Market risk
Interestrate risk 4
Foreign currency position 5
Foreign currency risk
Excess coverin relation to statutory liquidity requirem ents 6

-11.5%
1.7%
0.0%
144.8%

-4.6%
1.5%
0.0%
98.8%

-2.0%
4.7%
0.1%
126.7%

-1.6%
3.9%
0.1%
125.8%

2.9%
25.4%
0.1%
71.6%

Credit risk
Loans plus im pairm ents on loans in relation to deposits
Loans in relation to equity
Growth in loans forthe year7
Totalof large com m itm ents 8
Accum ulated im pairm entratio
Im pairm entratio forthe year

133.2%
20.9
-4.7%
46.1%
11.6%
5.2%

158.9%
12.5
-7.5%
30.7%
7.8%
3.5%

160.3%
10.9
-1.7%
40.7%
5.1%
1.4%

135.0%
11.1
-0.8%
38.1%
5.1%
1.7%

150.3%
10.9
65.3%
80.5%
3.0%
0.6%

-39.5
16.2
13.0
-

-34.2
140.8
18.8
-

0.5
174.2
68.5
142.0

-3.4
175.8
87.0
-

25.3
179.9
46.0
1.8

0.8

0.1

0.4

0.5

0.3

Solvency
Solvency ratio
Core capitalratio
Earnings
Return on equity before tax, annually 1
Return on equity aftertax, annually 1
Incom e-costratio 2
Rate of cost3
Em ployees converted to full-tim e (average)

vestjyskBANK share
Profit/loss forthe yearpershare (denom ination DKK 10)
Equity value pershare (denom ination DKK 10)
Price of vestjyskBANK shares, end of the year
Marketprice /profit/loss forthe period pershare
Marketprice /equity value pershare

The results forAarhus Lokalbank have been recognised in vestjyskBANK's Statem entof Incom e as at1 April2012. Assets and liabilities from
Aarhus Lokalbank have been recognised in the Statem entof FinancialPosition as atthe end of March 2012. The 2011 com parative figures do
notinclude Aarhus Lokalbank.
*) Consolidated figures. There is no m aterialdifference between the group and the parentcom pany.
1 Based on average equity.
2 Incom e from ordinary activities in relation to costs from ordinary activities.
Incom e from ordinary activities = netinterestand fee incom e + value adjustm ents + otheroperating incom e
Costs from ordinary activities = operating costs and operating depreciations and im pairm ents + im pairm entof goodwill+
im pairm entof loans and am ounts receivable, etc.
3 Operating costs and operating depreciations and im pairm ents in relation to core incom e.
4 Interestrate risk in relation to core capital, less deductions.
5 Foreign Currency Indicator1 in relation to core capital, less deductions.
6 Surplus funding in relation to the 10% requirem entsetoutin sec 152 of the Danish Finance Act.
7 Growth in loans m easured in relation to vestjyskBANK's loans, beginning of the year.
8 Com m itm ents exceeding 10 percentof the capitalbase in relation to the capitalbase.
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Managem ent’s Review
Quarterly Key Figures and FinancialRatios

Key figures
Statem ent of Incom e (in MDKK)
Netinterestincom e
Netfee incom e
Dividends on equity securities etc.
Marketvalue adjustm ents forforeign currency and sectorshares
Otheroperating incom e
Core incom e
Personneland adm inistrative expenses
Otheroperating expenses as wellas depreciation, am ortisation and
im pairm entlosses; property, plantand equipm entas wellas
intangible assets
Operating expenses and operating depreciations and am ortisations
Core earnings before im pairm ents
Im pairm entof goodwill
Im pairm ents of loans and receivables etc.
Profit/loss before tax
Tax
Profit/loss
Statem ent of FinancialPosition (in MDKK)
Assets, total
Loans
Deposits, including pooled funds
Contingentliabilities
Business volum e
Equity

Q4
2012 *)

Q3
2012 *)

Q2
2012 *)

Q1
2012 *)

Q4
2011

211
82
0
53
-4
342
-156

239
61
0
29
7
336
-172

231
81
4
-1
6
321
-181

211
55
1
15
1
283
-151

225
60
0
4
1
290
-158

-14
-170
172
0
-611
-439
115
-554

-13
-185
151
-208
-669
-726
184
-910

-9
-190
131
0
-129
2
1
1

-12
-163
120
0
-106
14
4
10

5
-153
137
0
-726
-589
-146
-443

32,765
20,697
18,057
5,154
43,908
992

33,309
21,700
17,717
4,634
44,051
1,526

33,894
22,983
18,529
5,234
46,746
2,454

35,959
23,824
17,843
4,464
46,131
2,137

29,280
21,716
15,029
4,353
41,098
1,733

The results forAarhus Lokalbank have been recognised in vestjyskBANK's Statem entof Incom e as at1 April2012. Assets and liabilities from
Aarhus Lokalbank have been recognised in the Statem entof FinancialPosition as atthe end of March 2012. The 2011 com parative figures do
notinclude Aarhus Lokalbank.
*) Consolidated figures. There is no m aterialdifference between the group and the parentcom pany.
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Q4
2012 *)

Q3
2012 *)

Q2
2012 *)

Q1
2012 *)

Q4
2011

10.9%
5.4%

13.7%
8.0%

15.0%
10.5%

12.7%
8.4%

12.4%
9.1%

-138.8%
-173.8%
0.44
50.0%
604.7

-145.1%
-181.9%
0.32
55.1%
636.1

0.4%
0.2%
1.01
59.0%
649.5

2.9%
2.1%
1.05
57.7%
594.8

-119.7%
-90.0%
0.33
52.0%
605.7

Market risk
Interestrate risk 4
Foreign currency position 5
Foreign currency risk
Excess coverin relation to statutory liquidity requirem ents 6

-11.5%
1.7%
0.0%
144.8%

-8.2%
1.3%
0.0%
135.2%

-5.3%
1.5%
0.0%
143.5%

-5.6%
1.2%
0.0%
178.6%

-4.6%
1.5%
0.0%
98.8%

Credit risk
Loans plus im pairm ents on loans in relation to deposits
Loans in relation to equity
Growth in loans forthe period 7
Totalof large com m itm ents 8
Accum ulated im pairm entratio
Im pairm entratio forthe period

133.2%
20.9
-4.6%
46.1%
11.6%
2.1%

138.3%
14.2
-5.6%
17.8%
9.8%
2.3%

136.2%
9.4
-3.5%
15.4%
7.5%
0.4%

146.2%
11.1
9.7%
26.4%
7.5%
0.3%

158.9%
12.5
-3.8%
30.7%
7.8%
2.6%

-9.0
16.2
13.0
0.8

-14.9
25.0
13.6
0.5

0.0
40.2
16.0
0.4

0.5
70.1
25.0
0.4

-35.8
140.8
18.8
0.1

Financialratios
Solvency
Solvency ratio
Core capitalratio
Earnings
Return on equity before tax, annually 1
Return on equity aftertax, annually 1
Incom e-costratio 2
Rate of cost3
Em ployees converted to full-tim e (average)

vestjyskBANK share
Profit/loss forthe period pershare (denom ination DKK 10)
Equity value pershare (denom ination DKK 10)
Price of vestjyskBANK shares, end of the period
Marketprice /profit/loss forthe period pershare

The results forAarhus Lokalbank have been recognised in vestjyskBANK's Statem entof Incom e as at1 April2012. Assets and liabilities from
Aarhus Lokalbank have been recognised in the Statem entof FinancialPosition as atthe end of March 2012. The 2011 com parative figures do
notinclude Aarhus Lokalbank.
*) Consolidated figures. There is no m aterialdifference between the group and the parentcom pany.
1 Based on average equity.
2 Incom e from ordinary activities in relation to costs from ordinary activities.
Incom e from ordinary activities = netinterestand fee incom e + value adjustm ents + otheroperating incom e .
Costs from ordinary activities = operating costs and operating depreciations and im pairm ents + im pairm entof goodwill+
im pairm entof loans and am ounts receivable, etc.
3 Operating costs and operating depreciations and im pairm ents in relation to core incom e.
4 Interestrate risk in relation to core capital, less deductions.
5 Foreign Currency Indicator1 in relation to core capital, less deductions.
6 Surplus funding in relation to the 10% requirem entsetoutin sec 152 of the Danish Finance Act.
7 Growth in loans m easured in relation to vestjyskBANK's loans, beginning of the period .
8 Com m itm ents exceeding 10 percentof the capitalbase in relation to the capitalbase.
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Managem ent’s Review
FinancialReview

Introduction
The m erger between vestjyskBANK and Aarhus Lokalbank was
carried outon 30 March 2012 with vestjyskBANK as the continuing
com pany.
The results for Aarhus Lokalbank have been recognised in
vestjyskBANK's Statem ent of Incom e as at 1 April 2012. Assets
and liabilities from Aarhus Lokalbank have been recognised in the
Statem ent of Financial Position as at 31 March 2012. The 2011
com parative figures do notinclude Aarhus Lokalbank.
vestjyskBANK has prepared 2012 annual financial statem ents for
both the Group and the parent com pany. The Managem ent's
Review is based on the financial figures for the vestjyskBANK
Group.

Statem ent ofincom e
Results
The results for the year were negative atDKK 1,149 m illion before
tax, which m eans that they correspond to those notified in the
Com pany Notice of 1 February 2013. The results are disappointing
and clearly inadequate and should be seen in the context of the
continuing challenging m arketconditions.

uncertainty, changes to the tax laws in June 2012 as wellas the
Danish Securities Council’s decision relating to the recognition of
deferred tax assets, tax assets have been im paired by DKK 588
m illion to zero for precautionary reasons. The im pairm ent affects
the Bank’s incom e after tax by a corresponding am ountbuthas no
significance with respectto solvency.
Core incom e
For 2012, vestjyskBANK realised core incom e of DKK 1,282
m illion, an increase of DKK 216 m illion (or 20.3 percent) com pared
with the sam e period lastyear.
The increase was prim arily a result of an increase in net interest
incom e, which rose by DKK 46 m illion, corresponding to 5.4
percentfrom DKK 846 m illion in 2011 to DKK 892 m illion in 2012.
At the sam e tim e, net fee incom e was realised at DKK 279 m illion
in 2012, which is an im provem ent of DKK 43 m illion or 18.2
percent over the sam e period last year. In addition to the net
im pactof the Aarhus Lokalbank m erger, the incom e reflects a high
level of activity, not least within the m ortgage credit area in
connection with the conversion of housing loans.
Com m issions and fees (in MDKK)
70,7
74,0

Securities trading and custody
The trend in vestjyskBANK's 2012 core incom e was satisfactory
and incom e was realised as expected.
For 2012, the Bank's core earnings before im pairm ents on
goodwillas wellas loans and receivables stood atDKK 574 m illion.
In spite of the Bank’s solid revenue perform ance, its core earnings
reflect an increase in operating costs due to the Aarhus Lokalbank
m erger as wellas benefits paid outin connection with term inations
in Q2, Q3 and Q4, 2012.
Goodwill im pairm ents stood at DKK 208 m illion, cf. Com pany
Notice of 25 Septem ber2012.
Im pairm ents of loans and receivables, etc. were DKK 1,515 m illion
in 2012. The im pairm entratio was 11.6 percent.
The Bank has revaluated its capacity to exercise tax assets
prim arily derived from tax losses. As a result of the heightened

10

An n u al Rep ort

47,1
44,4

Money transm ission services
Loan processing fees

69,4

Guarantee com m ission

Otherfees and com m issions

59,5

89,9

83,4

20,9
15,8

2012 (totalDKK 312.0 m illion)
2011 (totalDKK 263.1 m illion)
Dividends on equity securities etc. stood at DKK 5 m illion in 2012
com pared with DKK 3 m illion forthe sam e period lastyear.

Value adjustm ents in 2012 totalled DKK 96 m illion while value
adjustm ents in 2011 were negative atDKK 25 m illion.
Other operating incom e stood atDKK 10 m illion in 2012 com pared
with DKK 6 m illion forthe sam e period lastyear.
Operating expenses and operating depreciations and
am ortisations
The Bank's total operating expenses and operating depreciations
and am ortisations stood at DKK 708 m illion in 2012. DKK 11.3
m illion of these were linked to costs related to the Aarhus
Lokalbank m erger. Moreover, allknown costs related to em ployee
departures in 2012 have been recognised in the annual financial
statem ents at DKK 46.2 m illion, which also includes term ination
benefits related to the Bank’s form erchief executive officer.
Less costs related to the m erger and departures as well as
im pairm ents of goodwill, the Bank’s costs have developed as
expected and the current focus on cost m anagem ent is
m aintained. The Bank has com pleted the efficiency im provem ent
process to realise costsavings of around DKK 50 m illion.
vestjyskBANK’s contributions to the Danish Deposit Guarantee
Fund for2012 were recognised as an expense atDKK 28 m illion.
The rate of cost for the period was 55.3, which is 4.8 percentage
points lowerthan in 2011.
Core earnings before im pairm ents
In 2012, the Bank’s core earnings before im pairm ents stood at
DKK 574 m illion. Because of the Bank’s solid revenue
perform ance, core earnings before im pairm ents were DKK 149
m illion higherthan in 2011.
Im pairm ent of loans and receivables, etc.
As set out in vestjyskBANK's Com pany Notice of 25 Septem ber
2012, the Bank's Supervisory Board requested the Bank's day-today m anagem ent to lead a specialexam ination of the Bank's loan
and guarantee portfolio, in order to clarify the currentrisk of losses
forthe Bank’s com m itm ents based on:
Continued weak econom ic clim ate;
A deteriorating earnings capacity within certain branches of
agriculture, especially m ilk production as well as negative

trends in the term s of trade for feed expenses and settlem ent
prices. This deterioration of m any farm ers’ operating results
often occurs in the context of negative consolidation
throughoutseveralyears.
The realestate m arket is stillexhibiting sluggishness in term s
of the turnover of letting and housing properties. Parts of the
m arketare nearly frozen solid and price form ation is extrem ely
unfavourable forowners and lenders.
Many com m ercial properties are affected by long periods of
idleness in letting.
The situation described here also caused the Bank to im plem ent a
m ore thorough and conservative interpretation of the Danish
FinancialSupervisory Authority’s new guidelines forim pairm ents.
This extraordinary review of the Bank’s loan and guarantee
portfolio prom pted the Bank to increase its outlook for the year's
im pairm ents and provisions for loans and guarantees at around
DKK 600 m illion.
Since the downward adjustm entin Septem ber 2012, Managem ent
has initiated m ore extensive individual reviews also of
sm all/m edium -sized com m itm ents. These reviews have shown that
the random sam ple analysis as well as em pirical assessm ents of
the need forim pairm ents and provisions on which the assessm ents
of Septem ber 2012 were based had been settoo low. The average
creditworthiness for a num ber of sm all/m edium -sized loan
com m itm ents have thus turned out to be significantly poorer than
assum ed.
Thus, on 1 February 2013, the Bank published a com pany notice
detailing a further downward adjustm ent of net DKK 375 m illion to
the projected results for the year. The projected im pairm ents for
the yearwere increased by DKK 450 m illion.
For 2012, vestjyskBANK’s im pairm ents of loans and receivables,
etc. were DKK 1,515 m illion.
For the Bank’s business segm ents, it was especially real estate
and agricultural com m itm ents that influenced the Bank's results
negatively. Generally, the agricultural sector is still undergoing
difficult econom ic conditions and 38 percent of the Bank's 2012
im pairm ents thus originated in agriculture, where especially cattle
farm ing is undergoing difficult tim es. As all other Danish banks
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with agriculture custom ers, vestjyskBANK is subject to the
prevailing econom ic clim ate in the agriculturalsector.
Apart from the agricultural sector and real estate, im pairm ents in
2012 were especially perform ed within financing and insurance
and, m ore broadly, across the various otherindustry segm ents.
The Bank’s cum ulative im pairm ent ratio stood at 11.6 at 31
Decem ber 2012 com pared with 7.8 at 31 Decem ber 2011. The
distribution of cum ulative im pairm ents and provisions across
industry segm ents at31 Decem ber 2012 is illustrated in the figure
below.
Accum ulated im pairm ents and provisions by industry
segm ent as at 31 decem ber 2012
Public authorities

0%

32%

Agricult., hunt., forestry, fish.
Manufac. indus., raw m at. ext
Energy supply

0%
4%

Trade

4%

Inform ation and com m .

Balance

3%

Constr., civilengin. contract.
Transp., restaur., hotelbusin.

vestjyskBANK’s balance stood at DKK 32.8 billion at 31 Decem ber
2012 com pared with DKK 29.3 billion at year-end 2011. This
increase is prim arily a resultof the Aarhus Lokalbank m erger in Q1
2012.

3%
0%

Credit/fin. inst., insur. busin.

16%

Realestate
Otherindustries
Retailcustom ers

25%
4%
9%

W e have to acknowledge that the need for im pairm ents has been
great and realised losses on loans have turned out to be
extraordinarily heavy. The key reasons for this can be sum m arised
as follows:
During tim es when the econom ic clim ate was favourable, the
Bank failed to focus sufficiently on preventing risks and to pay
sufficientattention to establishing precautionary m easures that
could m itigate the consequences of the current econom ic
challenges.
The Bank’s previous growth strategy relied too heavily on a
capital base that, structurally, was underpinned by relatively
high interest expenses. A lack of patience and non-interest
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bearing core capital has ham pered longer term strategic
m anoeuvring.
W ith respect to the Bank’s custom er com position in the
business segm ent, the realestate industry is overrepresented.
Rentalproperties are difficultto sellatacceptable prices—itis
a buyer’s m arket, provided buyers can be found.
Because of vestjyskBANK’s geography and history, the
agriculturalsector is a naturaland m ajor factor in the Bank’s
lending activities. However, the agricultural sector is
undergoing its own "crisis within a crisis." For a long tim e, the
relationship between attainable settlem ent prices and
production costs for agriculturalcom m odities has been shifting
out of reasonable proportion and this has affected the Bank
especially hard.
For a num ber of years, the Bank has built up a credit culture
thathas been too optim istic in severalareas.

At 30 Septem ber 2012, vestjyskBANK’s balance sheet stood at
DKK 33.3 billion. The balance was thus reduced by DKK 0.5 billion
over the course of Q4 2012. The Bank will continue its planned
balance sheetadjustm entdesigned to ensure the Bank’s necessary funding and liquidity.
Loans
As a result of the Aarhus Lokalbank m erger in Q1 2012,
vestjyskBANK’s loans rose from DKK 21.7 billion atyear-end 2011
to DKK 23.8 billion at 31 March 2012. However, the ongoing
balance sheet adjustm ent m eant that the Bank’s loans at 31
Decem ber 2012 were lower than atyear-end 2011 and thus stood
at DKK 20.7 billion. In Q4 2012 alone, the Bank's loans were
reduced by DKK 1.0 billion. However, it should be noted that, also
in Q4, som e of the reduction could be attributed to the previously
m entioned im pairm ents of the Bank’s loan portfolio.
The industry segm ent distribution of vestjyskBANK’s loans is
illustrated in the figure on the nextpage.

The Aarhus Lokalbank m erger and the Bank’s efforts to increase
deposits m eantthatvestjyskBANK's deposits increased by DKK 2.8
billion in Q1 2012.

Loans and guarantees by industry segm ent as at
31 Decem ber 2012
0%
18%
4%
10%
4%
7%
4%
0%
6%
20%
5%
22%

Agriculture is and has historically been an im portant
vestjyskBANK’s core business com ponentand itis a business area
within which the Bank has great experience. The Bank’s
agricultural com m itm ents stood at approx. 16.9 percent of total
loans and guarantees at 31 Decem ber 2012 and are distributed
across the various production branches as shown in the figure
below.
A griculturalcom m itm ents distributed across production
branches
1,3%
0,7%

Throughout the rest of 2012, the Bank continued its targeted
efforts atattracting deposits and increasing these. At31 Decem ber
2012, the item deposits incl. pooled funds showed a sm all
increase of DKK 340 m illion com pared with 30 Septem ber2012.
Gap betw een deposits and loans
For the year, the positive trend within deposits and lending has
m eant that vestjyskBANK's deposit deficit has been reduced by
DKK 4.0 billion from DKK 6.7 billion at year-end 2011 to DKK 2.7
billion atyear-end 2012.
In Q4 2012 alone, the deposit deficit was reduced by DKK 1.3
billion.
The figure below shows how vestjyskBANK’s deposits, loans and its
depositdeficithave developed overthe pastfive quarters.
Developm ent in deposits, including pooled funds, loans and
deposit deficit (in MDKK)
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Mink production
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The sum of m ajor com m itm ents (com m itm ents of 10 percent or
m ore of the capital base) stood at 46.1 percent at 31 Decem ber
2012 and com prised three com m itm ents.
Deposits, including pool
As at 31 Decem ber 2012, the Bank’s deposits including pooled
funds stood at DKK 18.1 billion, which is DKK 3.0 billion higher
than atyear-end 2011.
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0
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Public authorities
Agricult., hunt., forestry, fish.
Manufac. indus., raw m at. ext
Energy supply
Constr., civilengin. contract.
Trade
Transp., restaur., hotelbusin.
Inform ation and com m .
Credit/fin. inst., insur. busin.
Realestate
Otherindustries
Retailcustom ers

Deposits, including pooled funds (left)
Loans (left)
Depositdeficit(right)
vestjyskBANK BANK continues the focused efforts to reduce the
difference between deposits and loans.
Business volum e
As at 31 Decem ber 2012, vestjyskBANK’s business volum e—that
is, total deposits, loans and contingent liabilities—stood at DKK
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43.9 billion com pared to DKK 41.1 billion at year-end 2011. The
change in business volum e can be ascribed to increases of DKK
3.0 billion in deposits including pooled funds as wellan increase in
contingent liabilities of DKK 0.8 billion. Lending levels declined by
DKK 1.0 billion com pared with 31 Decem ber2011.
Subsidiaries
vestjyskBANK and Aarhus Lokalbank m erged in the first quarter of
2012 and in doing so, the wholly-owned subsidiary Center
Finansiering A/S becam e part of the vestjyskBANK Group. The
com pany has no actualactivities.

Capital and liquidity conditions
Equity
vestjyskBANK’s equity totalled DKK 992 m illion at 31 Decem ber
2012. The trend in equity since 1 January 2011 is detailed in the
Statem entof Changes in Equity.
Subordinated debt
vestjyskBANK’s subordinated debt stood at DKK 2,384 m illion at
31 Decem ber 2012, of which governm ent hybrid core capital
under Bank Package II represented DKK 1,220 m illion. Of these
funds, DKK 1,185 m illion accrued interest at a rate of 9.943
percent, while DKK 35 m illion accrued interestat11.11 percent.
In February 2012, vestjyskBANK converted hybrid core capital to
share capital for DKK 287.6 m illion, including accrued interest of
DKK 8.7 m illion, totalling DKK 296.3 m illion. This took place as
partof the Bank’s capitalplan.
Specialrules apply to hybrid core capitalunder Bank Package II as
setoutby law. Thus, no dilution of the capitalm ay occur, which is
the reason buyback program m es aim ed at im pairing the Bank’s
share capital are not perm itted. Additionally, the tax credit issued
willonly be for50 percentof Executive Board salaries.
Solvency
The capitalbase less deductions totalled DKK 2,782 m illion at 31
Decem ber 2012, which together with risk-weighted item s of a total
of DKK 25,595 m illion, produced a solvency ratio of 10.9 percent.
At 31 Decem ber 2011, the Bank’s solvency ratio stood at 12.4
percent.
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As a resultof the im plem entation of the capitalplan during the first
six m onths of 2012, the Bank's solvency ratio rose to, respectively,
12.7 percent at 31 March 2012 and 15.0 percent at 30 June
2012.
The Bank’s negative results for Q2 2012 resulted in a decline of
the solvency ratio of 4.1 percentage points com pared with 30 June
2012.
Atthe sam e tim e, the Bank’s core capitalratio has declined to 5.4
percent as at 31 Decem ber 2012, a decline of 3.7 percentage
points com pared with 31 Decem ber 2011 and a decline of 2.6
percentage points com pared with 30 Septem ber 2012. The
execution of the capital plan during the first six m onths of 2012
resulted in a core capitalratio of 10.5 percentat30 June 2012.
The Bank’s initiatives to im prove its solvency are described in the
section entitled “Bank’s generalaction plan” on page 19.
Solvency need
The individualsolvency need for vestjyskBANK has been calculated
at10.0 percent.
The adequate capital base has been recognised at DKK 2,560
m illion, which can be com pared to the core capitalless deductions
of DKK 2,782 m illion. The difference between the capitalbase and
the adequate capitalbase constitutes the surplus solvency, which
has been estim ated at0.9 percentage points corresponding to DKK
222 m illion as at 31 Decem ber 2012. Please refer to note 2 for a
description of Capitalbase risk.
For a detailed discussion of the Bank’s solvency need as at 31
Decem ber2012, please see the Bank’s website.
Liquidity
vestjyskBANK’s loans have traditionally exceeded the Bank’s
deposits. In recent years the Bank has therefore raised loans and
issued debt securities through both Danish and non-Danish credit
institutions. At 31 Decem ber 2012, the Bank’s external funding
totalled DKK 11.3 billion.
As part of the im plem entation of its capital plan, vestjyskBANK
repaid a governm ent guaranteed bond loan of DKK 1.0 billion on
17 May 2012. This served to reduce the total Financial Stability

Com pany guarantee fram ework from DKK 9.6 billion to DKK 8.6
billion.
As anticipated, the Bank's deposit deficit and the im plem entation
of the capital plan's com ponents have im proved vestjyskBANK's
liquidity-related situation. In June 2012, a decision was therefore
m ade to seek early redem ption of governm ent guaranteed bond
loans for an additional DKK 1.8 billion. As a result, the Financial
Stability Com pany’s com m itm ent for new individual governm ent
guarantees was reduced from the expected DKK 8.6 billion to DKK
6.8 billion.
At 31 Decem ber 2012, the Bank’s liquidity was good, and surplus
funding in relation to statutory requirem ents was estim ated at
144.8 percent. vestjyskBANK has m oreover decided to utilise
Danm arks Nationalbank's loan schem e for DKK 3 billion, with a
m aturity date of 25 Septem ber2015

Uncertainties related to recognition and
m easurem ent
The m ost m aterial uncertainties related to recognition and
m easurem ent are associated with im pairm ents of loans and
provisions against guarantees. In addition to those, there are
uncertainties related to the Bank’s owner-occupied and investm ent
properties, acquired assets and financialinstrum ents.
Over the course of 2012, the Bank’s Managem entdeterm ined that
the Bank’s business processes and internal procedures were
insufficient for ensuring the proper credit-related treatm ent of the
Bank’s com m itm ents for the tim ely assessm ent and determ ination
of im pairm ent needs. Furtherm ore, the practices notified by the
Danish Financial Supervisory Authority for the valuation of real
estate had also not been sufficiently im plem ented in the Bank’s
notionalprojections of the size of necessary im pairm ents.
However, in Managem ent’s opinion, the Bank’s assessm ent and
determ ination of the need for im pairm ents as at 31 Decem ber
2012 substantially conform with the Financial Supervisory
Authority’s guidelines and reflect the risk of losses in current
econom ic clim ate.
However, because a num ber of efforts to im prove the Bank’s
overall credit quality—including the developm ent of additional

m anagem ent tools—were only im plem ented in the latter half of
2012, the m easurem ent of loans and other guarantee
com m itm ents are stillsubject to m aterialuncertainty. Additionally,
there is stillconsiderable uncertainty with respectto changes in the
generaleconom y, nationally and globally.

Risks related to going concern
If Managem ent's expectations for core earnings and m aterially
lower im pairm ents are not substantially realised or if m aterial,
unexpected negative events transpire, this m ay ultim ately m ean
that the Bank will have its license to conduct banking activities
revoked or be forced to enter settlem ents that willhave a negative
im pacton the Bank’s results, financialposition and going concern.
Managem ent is aware that the Bank has a relatively substantial
num ber of custom ers displaying signs of weakness and custom ers
with im pairm ents. If the econom ic clim ate deteriorates further,
especially within the agriculturaland realestate sectors, this m ay
also have a m aterial im pact on the Bank’s operating results,
financialposition and going concern.

The Financial Supervisory Authority’s
Supervisory Diam ond
vestjyskBANK’s goalis to rem ain within the lim itvalues for the five
param eters established by the Danish Financial Supervisory
Authority’s “Supervisory Diam ond” and with which, in principle, all
banks should com ply at year-end 2012. vestjyskBANK is m eeting
this goal.
vestjyskBANK’s assets in relation to the relevant lim it values are
listed in the table below.
Realised values at 31 Decem ber 2012

Supervisory Diam ond Benchm arks
Majorcom m itm ents, total(< 125%)
Growth in loans (< 20%)
Property exposure (< 25%)
Funding ratio (< 1)
Liquidity surplus (> 50%)

Realised
values
46.1%
–4.7%
20.9%
0.84
144.8%
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M iscellaneous accounting inform ation
Changes in executive board
Frank Kristensen stepped down as chief executive officer on 25
Septem ber2012.
The Executive Board now consists of Vagn Thorsager who was
appointed chief executive officer and MichaelN. Petersen who was
appointed m anaging director.
Related parties
vestjyskBANK’s related parties com prise the m em bers of the
Supervisory Board as well as these persons’ relatives. Over the
course of the year, the Bank has conducted norm altrade on arm 'slength term s with Kaj Bech A/S, an enterprise wholly owned by
DirectorAnders Bech.
Related parties furtherm ore com prise the Danish State, which
holds a controlling interest by virtue of its ownership of 52.2% of
the Bank’s share capitaland voting rights.
The Bank's transactions with related parties are specified in Note
32.
Apart from what is considered norm alm anagem ent rem uneration,
no transactions have been carried out with related parties during
the period.
Pay policy
vestjyskBANK’s pay policy is described in the Bank's Pay Policy,
which is available at vestjyskbank.dk/ om -banken/profil/governance/loenpolitik.
Collaboration partners
vestjyskBANK collaborates with and receives commissions
from the following:
Mortgage credit
In the m ortgage creditarea, vestjyskBANK is prim arily collaborating
with Totalkredit within the m ortgaging of full-year and second
hom es as wellas owner-occupied dwellings.
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vestjyskBANK is also a shareholder in the holding com pany Pras
A/S.
W ithin m ortgaging of com m ercialproperties, including agriculture,
residentialrentalproperties and cooperatives,
vestjyskBANK collaborates prim arily with DLR Kredit, which is also
co-owned by the Bank.
In addition to these prim ary partners, vestjyskBANK is collaborating
with Nykredit.
Insurance and pension
W ithin the insurance area, vestjyskBANK collaborates with PFA
insurance in respectof life and disability insurance policies.
vestjyskBANK is m oreover, via Letpension Holding A/S, co-ownerof
Letpension A/S, which functions as an advisory and interm ediation
platform , and insurance policies taken outare transferred to PFA.
vestjyskBANK is also collaborating with Pensionsinfo about data
exchange in connection with pension advisory services.
W ithin the non-life insurance area, vestjyskBANK is prim arily
collaborating with Vestjylland Forsikring and Privatsikring.
Securities trading and management
vestjyskBANK collaborates with BankInvest for interm ediation of
BankInvest investm ent societies and other related products and is
shareholder of BI Holding A/S, which is the parentcom pany for the
Group.
vestjyskBANK is collaborating with Garanti Invest A/S for the
provision of structured products and is a shareholder of Garanti
InvestA/S.
vestjyskBANK collaborates with Sparinvestfor the interm ediation of
Sparinvest investm ent societies and is a shareholder in Sparinvest
Holding A/S.
vestjyskBANK is also collaborating for the interm ediation of
financial products with Sydinvest, Alm . Brand Invest, Maj Invest,
Danske Invest, Carnegie, Dexia Investand ValueInvest.

vestjyskBANK is collaborating with Forvaltningsinstituttet for Lokale
Pengeinstitutter, which has been authorised by the Danish Ministry
of Justice to handle adm inistrative duties. This collaboration
includes referring custom ers to Forvaltningsinstituttet.
Payment serv
ervices
vestjyskBANK collaborates with NETS A/S for paym ent
interm ediation, cards and Nem ID. vestjyskBANK is a co-owner of
NETS A/S via NETS Holding A/S.
Payroll processing for customers
vestjyskBANK collaborates with Bluegarden A/S forpayrollsystem s.
vestjyskBANK is a co-owner of Bluegarden A/S via Bluegarden
Holding A/S.
In addition to the partners specified above, vestjyskBANK
collaborat
aborates w ith the follow ing enterprises but w ithout receirecei ving com m issions:
Mortgage credit
vestjyskBANK is collaborating with BoligCenterVestjylland, a local
realestate broker. This collaboration covers valuation of properties
as wellas m utualreferralof custom ers.
vestjyskBANK is also collaborating with Nykredit Mæ gler. This
collaboration includes valuations of properties as well as m utual
referralof custom ers.
vestjyskBANK is using the e-net for electronic registration of
property transactions.
Insurance
vestjyskBANK is collaborating with Euler Herm es. This collaboration
includes referring custom ers for m atters relating to credit
insurance.
Securities transactions
vestjyskBANK collaborates on securities trading with Arbejdernes
Landsbank, Danske Bank, Nordea, Sydbank, Spar Nord Bank, Maj
Invest, Lind Capitaland NykreditBank.
vestjyskBANK is collaborating with Arbejdernes Landsbank for the
execution of securities orders received by vestjyskBANK from
custom ers via NetBank.

Foreign exchange activities
vestjyskBANK is collaborating on foreign exchange trades with
Danske Bank, Nordea Finland, Jyske Bank, SEB Stockholm and
KBC Bruxelles.
Employees
vestjyskBANK is collaborating with Finanssektorens Uddannelsescenter, which is used for basic studies, continuing studies and
advanced studies.
vestjyskBANK is also collaborating with Bankpension in connection
with its em ployee pension funds.
Other collaboration partners
vestjyskBANK is co-owner of BEC, one of Denm ark’s three jointly
owned bank com puter centres. The Bank’s collaboration with BEC
m eans that vestjyskBANK always has at its disposalreliable, userfriendly and com petitive IT solutions. BEC is also a significant
providerof services to otherplayers in the financialsector.
vestjyskBANK is collaborating with e-Boks A/S to m aintain an
electronic archive of correspondence from the Bank to the
custom ers who subscribe to e-Boks. vestjyskBANK is a co-owner
of e-Boks A/S via NETS Holding A/S.
vestjyskBANK is collaborating with and is a co-owner of VP
SECURITIES A/S, whose m ost im portant duty is to handle the
electronic issuance of securities, to register ownership and rights
as wellas perform clearing and settlem entof securities trades.
vestjyskBANK is collaborating with Bankernes Kontantservice,
whose m ost im portant duties involve handling cash and m oney
transports.
vestjyskBANK is a m em ber of the Association of Local Banks,
Savings Banks and Cooperative Banks in Denm ark. The objective
of the Association is to support its m em bers, prom ote m em bers’
com m on interests taking into consideration individual m em bers’
independence, freedom of action and integrity and to prom ote the
sound developm entof the financialsector, so thatits m em bers can
solve theirtasks in the bestpossible m anner.
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vestjyskBANK is also a m em ber of the Danish Em ployers’
Federation for the Financial Sector (Finanssektorens Arbejdsgiverforening) as wellas the Danish Bankers’ Association (Finansrådet).
Process for presenting the accounts
The Supervisory and Executive Boards m aintain overall
responsibility for the Bank’s controland risk m anagem ent system s
for presenting the accounts, including ensuring com pliance with
relevant laws and other rules and regulations related to presenting
the accounts. The Bank’s control and risk-m anagem ent system s
can provide for reasonable, but not absolute, certainty that assets
are not being m isappropriated or m isapplied, and that losses
and/or m aterial errors and om issions are avoided in connection
with presenting the accounts.
The Supervisory Board perform s an evaluation of the Bank’s
organisationalstructure, the risk of fraud, and verifies the presence
of the Bank’s internal rules and guidelines. The Supervisory and
Executive Boards approve the general procedures and control
m echanism s in m aterialareas in connection with the presentation
of the accounts. The Executive Board continuously m onitors
com pliance with relevantlaws and other regulations and provisions
related to presenting accounting and briefs the Supervisory on its
findings on a regularbasis.
The Supervisory Board perform s an overall risk assessm ent in
connection with the process for presenting the accounts. As partof
this risk assessm ent, the Supervisory Board determ ines the risk of
fraud and what m easures are required to reduce and/or elim inate
such risks. In that connection, discussions are held regarding any
incentives/m otives Managem ent m ay have to m anipulate the
accounts orcom m itotherkinds of fraud.
Individualgovernm ent guarantees
On 25 April 2012, the European Com m ission provisionally approved a governm ent subsidy to parts of vestjyskBANK’s capital
plan, including awarding new individualgovernm entguarantees. As
described in detail in the Com pany Notice of 25 April 2012, the
European Com m ission’s final approval is conditional on
vestjyskBANK’s preparing and subm itting a restructuring plan to
the European Com m ission. vestjyskBANK has subm itted a draft for
a restructuring plan and m aintains ongoing cooperation with the
Danish State and the European Com m ission for the com pletion of
the restructuring plan.
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Since the restructuring plan is stillon the drawing board and under
discussion, the European Com m ission's approvalhas not yet been
granted. Therefore, at the present tim e, we do not yet know what
final term s the European Com m ission would establish as a
condition forapproving the restructuring plan.

Events since the end ofthe financial year
In a Com pany Notice of 18 February 2013, the Bank m ade public
thatithad repaid a bond loan of SEK 1,500 m illion with a m aturity
of three years guaranteed by the Financial Stability Com pany
(Finansiel Stabilitet) on behalf of the Danish State in accordance
with its term s.
W ith the perm ission of the Financial Supervisory Authority, the
Bank repaid subordinated debt of DKK 75 m illion early at rate
66.67. The transaction affects the solvency positively with 0.34
percentage point.

Expectations and outlook
The outlook for 2013 is based on the view of a bank thatis poorly
capitalised and with a com position of subordinated capital that
m ust be optim ised. The Bank’s solvency ratio was 10.9 percent at
31 Decem ber 2012, while the solvency need stood at 10.0
percent. The Bank’s surplus funding of 0.9 percentage points is
below Managem ent’s am bitions.
The Bank’s Supervisory Board has therefore decided to take further
steps to convert governm ent hybrid core capital. This willim prove
the Bank’s solvency by approx. 1 percentage point and strengthen
actualcore capitalby m ore than 1 percentage point.
The Bank expects to be able to m aintain core earnings before
im pairm ents at around DKK 500 m illion. W e sim ilarly expect the
need for im pairm ents to decline significantly, based on the critical
exam inations we perform ed of our lending portfolio in 2012. Even
though the perform ed im pairm ents are assessed to m atch the
current risks, it will also be necessary to perform im pairm ents in
2013.
Our outlook is based on unchanged econom ic conditions while the
direction in which they m ightdevelop rem ains highly uncertain. The
earnings trend for individual custom ers can change rapidly from

acceptable to critical and businesses that are currently described
as financially precarious but with clear signs of im provem ents will,
during this process, often require additional liquidity from their
bank without having the capacity to provide new collaterals.
Accom m odating such requirem ents often seem s sensible and the
alternative can easily m ean thatthe business willbe forced to close
with disproportionately m ajor losses of assets and jobs as a result.
The Bank m akes its decisions on a case-to-case basis. However,
the consequence of helping this type of enterprises through a crisis
will often m ean that raising a custom er’s credit will have to be
m atched in the Bank's incom e statem entas an im pairm ent.
Managem ent is aware that the Bank continues to hold a relatively
large num berof com m itm ents thatexhibitsigns of weakness.

vestjyskBANK’s general action plan
In Managem ent's assessm ent, assum ing a very tight m anagem ent
process and without a worsening of the econom ic clim ate, the
Bank m ay be able to restore its bottom line earnings capacity
successfully. The process is essentially based on the following
strategy:
Itis expected thatthe Bank’s solvency willbe strengthened by
approx. 1 percentage point by exercising its right to convert
governm ent hybrid core capital to share capital in full or in
part. The effect will be even greater when determ ining the
actualcore capital. The Supervisory Board willm ove for adoption by the m em bers at the Annual General Meeting on 26
March 2013 a proposalto reduce the nom inalam ount of the
Bank’s shares from DKK 10 to DKK 1.
Close m onitoring of trends in the Bank’s revenue and
expenditures;
Action-oriented follow-up of accum ulated im pairm ents; by
realising collaterals the Bank will be able to determ ine the
sufficiency of perform ed im pairm ents and where proceeds can
reduce loans on which interestis often no longerpaid;
A continuation of already-im plem ented and planned m easures
within the handling of credit processes, which will provide a
better overview of credit quality and trends that require
preventive actions;
Action-oriented follow-up of accum ulated im pairm ents; by
realising collaterals the Bank will be able to determ ine the

sufficiency of perform ed im pairm ents and where proceeds can
reduce loans on which interestis often no longerpaid;
Continuation of the current process whereby the Bank
proactively deselects individual custom ers who, due to either
size and/or com plexity, do not fit the Bank’s business m odel
and capitalstructure;
The Bank wants to have custom ers on the books whose loan
com m itm ent to the bank exceeds 10 percent of the Bank's
core capital, regardless of offered collaterals only in very
specialcircum stances;
Optim isation of the provision of the necessary liquidity that,
substantially, is based on the assum ption thatm ost depositors
have balances thatare covered by the Danish Guarantee Fund
forDepositors and Investors of approx. DKK 750,000.
The process of slim m ing down the Bank’s balance sheet by
adjusting lending and guarantees is designed to optim ise how
the Bank's capital base is used and a reduction in weighted
assets is designed to contribute to increased surplus solvency;
and
Providing attentive and proactive servicing and advisory
services to present custom ers—as wellas new ones who can
be handled within the scope of the Bank’s strategies and
business plans.
The Bank’s challenges are greatbut, unless we see a worsening of
general business conditions, we believe 2013 will represent a
financialturning point for vestjyskBANK in spite of everything, and
that—with a sustained and focused effort—we will be able to
recreate a strong regionalbank in the long term .
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Through its Investor Relations (IR) activities, vestjyskBANK’s
am bition is to provide a true and fair view of its activities and
outlook to investors, analysts and other stakeholders in the capital
m arkets.
Disclosure of inform ation takes place subject to the rules of
NASDAQ OMX Copenhagen.

IR portal at vestjyskBANK’s w ebsite
vestjyskBANK’s website has an IR portalthatcontains relevantand
updated inform ation to shareholders and other stakeholders. The
portalcontains published com pany notices, investor presentations,
the current share price, financial statem ents and other IR-related
inform ation. vestjyskBANK’s IR policy is also posted at
vestjyskbank.dk/irpolitik (web contentin Danish).

vestjyskBANK share
The shares of vestjyskBANK are listed at NASDAQ OMX
Copenhagen.
The closing price of the vestjyskBANK share was DKK 13.0 at 31
Decem ber 2012 com pared with a closing price at 31 Decem ber
2011 of DKK 18.8, a decline of nearly 31 percent. The price
corresponds to approx. 81 percent of the equity value per share.
During the sam e period, the OMXC-20 Index for the 20 m ostactive
shares rose by nearly 27 percent. The share transaction volum e for
2012 was roughly 8.5 m illion at a com bined m arket value of DKK
158.3 m illion.

Share capital
On 20 February 2012, som e of vestjyskBANK’s governm entcapital
injection was converted to shares. As a result of this,
vestjyskBANK’s share capital was increased by a nom inal DKK
141,779,950 from a nom inalDKK 125,000,000 to a nom inalDKK
266,779,950.
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capitalwas raised from a nom inalDKK 266,779,950 by a nom inal
DKK 39,664,440 to a nom inalDKK 306,444,390.
As part of vestjyskBANK’s capital plan and as m entioned above,
the Bank executed a share offering in April2012, which resulted in
an increase in the share capital of DKK 306,444,390 to DKK
612,888,780. The share capitalis distributed across 61,288,878
shares with a nom inalvalue of DKK 10.
vestjyskBANK has approxim ately 46,000 registered shareholders.
The Danish State holds 32,017,428 shares, corresponding to an
interest of 52.2 percent. Additionally, the Financial Stability
Com pany, which is wholly owned by the Danish State, holds
1,291,222 shares in vestjyskBANK, which corresponds to an
interest of 2.1 percent. In total, including this interest, the Danish
State holds 54.3 percent of the share capitaland the voting rights
of vestjyskBANK.
Second only to the Danish State, the ten biggestshareholders hold
8.4 percentof the share capitalin vestjyskBANK.

Capital
Atthe AnnualGeneralMeeting on 29 March 2012, the Supervisory
Board was authorised to acquire treasury shares until 29 March
2017 at a nom inalvalue of up to 10 percent of the share capital.
At year-end 2012, vestjyskBANK holds 174,000 treasury shares,
which corresponds to 0.3 percentof the share capital.
Hybrid capital contributions m ade by the governm ent m ay be
converted at up to a nom inal DKK 1.438 billion under specific
rules. On 20 February 2012, contributions at a nom inal value of
DKK 287.6 were converted to share capital.
Sim ilarly, hybrid capital contributed by the governm ent m ay take
place for up to DKK 177.8 m illion. Of this, DKK 142.2 m illion has
previously been converted to share capital.

In accordance with the wording of section 55 of the Danish
Com panies Act, the Danish State disclosed thatitheld m ore than 5
percentof the totalshare capital.

The Supervisory Board will m ove for adoption by the m em bers at
the Annual General Meeting on 26 March 2013 a proposal to
reduce the nom inalam ount of the Bank’s shares from DKK 10 to
DKK 1

As a result of the m erger between Vestjysk Bank A/S and Aarhus
Lokalbank Aktieselskab on 30 March 2012, vestjyskBANK’s share

The rules concerning the Bank’s share capital as well as other
m atters related to the Bank’s share capital are set out in the
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Bank’s Articles of Association,
vestjyskbank.dk/vedtaegter.

which are available at

Dividend policy
vestjyskBANK has received governm entcapitalinjections under the
Danish Act on State-Funded Capital Injections (lov om statsligt
kapitalindskud) and exercised individual governm ent guarantee
schem e under the Danish Act on Financial Stability. The Bank is
therefore subjectto lim itations in its capacity to pay dividends until
the Bank has neither any outstanding governm ent capitalinjection
nor issuance under the individual governm ent guarantee schem e.
This m eans that vestjyskBANK m ay only distribute dividends to the
extentthatthey can be financed by the Bank’s netprofits after tax,
thatconsistof distributable reserves and thathave been generated
after1 October2010.
Under the term s for governm entcapitalinjections, vestjyskBANK is
obligated to pay a variable dividend supplem entto the state, in the
event dividends are paid out during the period the governm ent
injections are m ade.
For the period during which the governm ent hybrid capital was
contributed, no reduction of capitalm ay take place and no treasury
shares m ay be acquired apart from what is transacted as part of
generaldaily trade.

Annual General M eeting and shareholder m eetings
vestjyskBANK’s Annual General Meeting will be held on Tuesday,
26 March 2013 at Lem vig Idræ ts- og Kulturcenter, Christinelystvej
8, DK-7620 Lem vig, Denm ark.
A shareholder m eeting willbe held in Holstebro on Monday, 8 April
2012 in the concert hallof Musikteatret, Den Røde Plads 16, DK7500 Holstebro, Denm ark.
A shareholder m eeting will be held in Ringkøbing on Tuesday, 9
April2013 at the ROFI Centre, Kirkevej26, DK-6950 Ringkøbing,
Denm ark.

Investor Relations m anager
The Bank’s Supervisory Board is responsible for vestjyskBANK’s
investor relations activities; shareholders and other interested
parties are welcom e to contact the board with questions or
com m ents. The Bank’s prim ary contact person for equity m arket
stakeholders and forinquiries regarding the Bank’s IR policy is:
Vagn Thorsager, Chief Executive Officer
vestjyskBANK
Torvet4-5
DK-7620 Lem vig
Tel. 96 63 21 03
vth@ vestjyskbank.dk

Financial Calendar 2013
11. February Deadline forreceiptof shareholders’ requestforitem s inclusion on agenda forthe AnnualGeneralMeeting
19. February Ekstraordinary generalm eeting
28. Februar AnnualReport2012
26. March
AnnualGeneralMeeting
01. May
Quarterly Report, Q1 2013
29. August Half-yearReport, H1 2013
06. Novem ber Quarterly Report, Q3 2013
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2012 com pany announcem ents
Overthe course of 2012 vestjyskBANK has published the following com pany announcem ents
10. January
19. January
25. January
1. February
15. February
20. February
20. February
22. February
28. February
28. February
29. February
27. March
28. March
29. March
30. March
30. March
12. April
25. April
26. April
26. April
1. May
9. May
22. May
23. May
23. May
29. May
31. May
31. May
7. June
11. June
28. June
23. August
25. Septem ber
7. Novem ber
21. Novem ber
21. Decem ber

22

An n u al Rep ort

Com pany announcem entbased on press coverage
Com pany announcem entof 19 January 2012
Message regarding m ergerand im plem entation of capitalplan
Update of FinancialCalendar2012
Conversion price forstate hybrid capital
Conversion of state hybrid capitalcom pleted
Majorshareholderannouncem entfrom the Danish State
AnnualReport2011
Vestjysk Bank A/S and Aarhus Lokalbank Aktieselskab enterinto m ergerplan
Notice of annualgeneralm eeting in Vestjysk Bank A/S
Share capitaland voting rights
Approvalof m ergerby the Danish Com petition and Consum erAuthority
Determ ination of price forfractionalshares, expected tim e forcom pletion of the m ergeretc.
vestjyskBANK's generalm eeting held on 29 March 2012
Com pletion of the m ergerbetween Vestjysk Bank A/S and Aarhus Lokalbank Aktieselskab
Share capitaland voting rights
Early redem ption of bonds
Tem porary approvalfrom the European Com m ission of new individualstate guarantees
Shareholders’ equity end of firstquarter2012. Confirm ation of expectations for2012.
vestjyskBANK publishes prospectus in connection with offering of shares with pre-em ptive rights to existing shareholders
Coupon rate of vestjyskBANK's floating-rate bond 2010/2013 (DK0030241138)
Reporton transaction(s) with subscription rights and/orshares in Vestjysk Bank A/S
Reporton transactions with interim s and/orsubscription rights in Vestjysk Bank A/S
Rightissue in vestjyskBANK fully subscribed
Correction to reporton transactions with interim s and/orsubscription rights in Vestjysk Bank A/S
Com pletion of rights issue and capitalincrease
vestjyskBANK's Quarterly Reportfor Q1 2012
Changes in share capitaland voting rights
Early redem ption of bonds with a nom inalvalue of DKK 1,400,000,000
Early redem ption of bonds with a nom inalvalue of DKK 400 m illion
Im plem entation of the capitalplan
vestjyskBANK's Half-YearReportfor FirstHalf 2012
Increase of expected losses forthe yearand changes to the executive board
vestjyskBANK's Quarterly Reportfor Q1-Q3 2012
Reporton transactions with shares in Vestjysk Bank A/S
Vestjysk Bank A/S repays subordinated loan capital

Managem ent’s Review

Governance

Report on corporate governance
The principles for vestjyskBANK’s Managem ent are based on the
Recom m endations on Corporate Governance issued by the
Com m ittee on Corporate Governance in Denm ark (Kom itéen for
god Selskabsledelse) and are therefore in line with the principles
thatNASDAQ OMX Copenhagen A/S has decided listed com panies
m ust address. The principles on corporate governance are
furtherm ore based on the Recom m endations for Mem bers of the
Danish Bankers Association (Anbefalinger for Finansrådets
m edlem m er).
vestjyskBANK has decided to publish its statutory report on
corporate governance at the Bank’s website. For m ore details, see
vestjyskbank.dk/corporategovernance. The report provides details
for the Bank’s status for each of the recom m endations for
corporate governance.

Supervisory and Executive Boards
Bank’s Supervisory Board
vestjyskBANK's Supervisory Board consists of eight m em bers, of
which three are elected by the Bank's em ployees.
Steen Hem m ingsen (b. 1945), Director, Chairm an of the
Supervisory Board
Newly elected to vestjyskBANK’s Supervisory Board at the special
generalm eeting on 19 February 2013, after which he was elected
chairm an.
Meets the definition of independence issued by the Com m ittee on
Corporate Governance in Denm ark.
Elected to vestjyskBANK’s Supervisory Board in 2013.
Expiry of currentterm of office:2014

Carsten Andersen (b. 1945), Director
Carsten Andersen was chairm an of the Supervisory Board since the
Aarhus Lokalbank m erger on 29 March 2012. Carsten Andersen
retired from the Supervisory Board on 11 January 2013 due to
illness.
Anders Bech (b. 1947), Deputy Chairm an of the Supervisory
Board
Board
Chairm an of the Supervisory Board until the Aarhus Lokalbank
m erger on 29 March 2012, after which the Supervisory Board was
constituted with Anders Bech as Deputy Chairm an. After Carsten
Andersen’s departure on 11 January 2013, Anders Bech was
constituted as chairm an for the period until the special annual
m eeting on 19 February 2013 where the Supervisory Board was
constituted with Anders Bech as deputy chairm an.
Meets the definition of independence issued by the Com m ittee on
Corporate Governance in Denm ark.
First elected to the Supervisory Board of the then Vestjysk
Bank in 1997.
Continued serving on the Supervisory Board for vestjyskBANK
after its m erger with Nordvestbank in 2002 and was elected
chairm an atthe sam e tim e.
W as re-elected to vestjyskBANK’s Supervisory Board.
Expiry of currentterm of office:2014
Otherexecutive positions ororganisationalduties:
Chief Executive Officer of Kaj Bech Holding A/S and one
subsidiary.
Mem ber of the Supervisory Board of KajBech Holding A/S and
one subsidiary, Ejendom sselskabet Doktorvæ nget A/S and
Fonden Nørre Vosborg.
Own and related parties’ shares, options or warrants in
vestjyskBANK:64,870 shares.

Otherexecutive positions ororganisationalduties:
Director of Falck Holding A/S and two subsidiaries, H.J.
Hansen Holding A/S and one subsidiary, Obel-LFI Ejendom m e
A/S and DetØstasiatiske Kom pagnis Alm ennyttige Fond.

Changes to holdings in the course of the financial year: Acquired
40,860 shares.
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CarlOlav Birk Jensen (b. 1955), Director
Meets the definition of independence issued by the Com m ittee on
Corporate Governance in Denm ark.
Elected for the first tim e to Ringkjøbing Bank’s Supervisory
Board in 2001 and elected Deputy Chairm an in 2007.
Continued on the Supervisory Board of vestjyskBANK after the
2008 m erger.
W as re-elected to vestjyskBANK’s Supervisory Board.
Expiry of currentterm of office:2013
Otherm anagem entpositions ororganisationalduties:
Mem ber of the Supervisory Board of Ringkøbing Håndbold
ApS.
Own and related parties’ shares, options or warrants in
vestjyskBANK:29,385 shares.

resigned his deputy chairm anship of the Supervisory Board. After
Carsten Andersen’s departure on 11 January 2013, PoulHjulm and
was constituted as deputy chairm an for the period up to the special
general m eeting on 19 February 2013, after which Poul Hjulm an
resigned his deputy chairm anship of the Supervisory Board.
Meets the definition of independence issued by the Com m ittee on
Corporate Governance in Denm ark.
Elected for the first tim e to Ringkjøbing Bank’s Supervisory
Board in 2003 afterwhich he was elected chairm an.
Continued serving on the Supervisory Board for vestjyskBANK
after its m erger in 2008 and was elected Deputy Chairm an at
the sam e tim e.
W as re-elected to vestjyskBANK’s Supervisory Board.
Expiry of currentterm of office:2013
Otherm anagem entpositions ororganisationalduties:

Changes to holdings in the course of the financial year: Acquired
21,011 shares.
Kirsten LundgaardLundgaard-Karlshøj(b. 1951), Farm er
Meets the definition of independence issued by the Com m ittee on
Corporate Governance in Denm ark.
First elected to the Supervisory Board of the then Vestjysk
Bank in 1998.
Continued on the Supervisory Board of vestjyskBANK after its
m ergerwith nordvestBANK in 2002.
W as re-elected to vestjyskBANK’s Supervisory Board.
Expiry of currentterm of office:2014

Mem ber of the supervisory boards of Landia Holding A/S and
two subsidiaries, Vestas Aircoil A/S and two subsidiaries,
Pipecon A/S, Hydrom ann Holding A/S, ConSet A/S and one
subsidiary, RAH Holding A/S and five subsidiaries, RTG Holding
A/S, Iron Pum p Holding A/S and two subsidiaries, ØlgaardJensens Fond, Hvide Sande Havn and Lem Varm evæ rk.
Own and related parties’ shares, options or warrants in
vestjyskBANK:30,804 shares.
Changes to holdings in the course of the financial year: Acquired
23,827 shares.

Otherexecutive positions ororganisationalduties:
Practises large-scale farm ing.
Own and related parties’ shares, options or warrants in
vestjyskBANK:122,070 shares.
Changes to holdings in the course of the financial year: Acquired
61,035 shares.
PoulHjulm and (b. 1945), Director
Deputy Chairm an of the Supervisory Board up until the Aarhus
Lokalbank m erger on 29 March 2012, after which PoulHjulm and
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Malene Rønø (b. 1971), Business Advisor
Elected by vestjyskBANK’s em ployees Meets the definition of
independence issued by the Com m ittee on Corporate Governance
in Denm ark—with the exception of herem ploym entwith the Bank.
Elected as em ployee supervisory board representative in 2011.
Expiry of currentterm of office:2013
Own and related parties’ shares, options or warrants in
vestjyskBANK:
672
shares.

Changes to holdings in the course of the financial year: Acquired
336 shares.

Changes to holdings in the course of the financial year: Acquired
19,637 shares.

Palle Hoffm ann (b. 1972), Vice President of Business Sales
Elected by vestjyskBANK’s em ployees Meets the definition of
independence issued by the Com m ittee on Corporate Governance
in Denm ark—with the exception of herem ploym entwith the Bank.

MichaelNelander Petersen, Managing director (b. 1963)
Took up position of m anaging director of vestjyskBANK on 25
Septem ber2012.

Elected as em ployee supervisory board representative in 2011.
Expiry of currentterm of office:2015
Own and related parties’ shares, options or warrants in
vestjyskBANK:5,910 shares.
Changes to holdings in the course of the financial year: Acquired
5,455 shares.

Otherexecutive positions ororganisationalduties:
Directorof BEC (Bankernes EDB Central)
Own and related parties’ shares, options or warrants in
vestjyskBANK:10,000 shares.
Changes to holdings in the course of the financial year: Acquired
10,000 shares.

Peter Bæ kkelund Rasm ussen (b.
(b. 1967), Vice President of
RetailSales
Elected by vestjyskBANK’s em ployees Meets the definition of
independence issued by the Com m ittee on Corporate Governance
in Denm ark—with the exception of herem ploym entwith the Bank.
First elected to the Supervisory Board of vestjyskBANK as
em ployee board m em berin 2007.
W as re-elected to vestjyskBANK’s Supervisory Board.
Expiry of currentterm of office:2013
Own and related parties’ shares, options or warrants in
vestjyskBANK:7,979 shares.
Changes to holdings in the course of the financial year: Acquired
6,080 shares.
Bank’s Executive Board
Vagn Thorsager, Chief Executive Officer (b. 1948)
Chief Executive Officer of Aarhus Lokalbank from 1 March 2011
and continued as executive vice president of vestjyskBANK after
the m erger of 29 March 2012. Took up the position as chief
executive officerof vestjyskBANK on 25 Septem ber2012.
Own and related parties’ shares, options or warrants in
vestjyskBANK:19,637 shares.
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Organisation ofthe Bank

responsibilities for sales, m anagem ent disciplines and close
sparring within the creditarea.

vestjyskBANK is a full-service bank that—putting the custom er
first—provides advisory services to retailand business custom ers
locally and regionally via our branch network in Jutland and on
Funen. vestjyskBANK’s centralJutland core area is defined by our
three form er principaloffices in Ringkøbing, Lem vig and Holstebro.
Additionally, we are working on m aintaining the Aarhus area and
Funen/East Jutland as a m arket area that is a m ajor part of our
business.

W e created the four regions to link together m ore closely the
various custom er-facing divisions and the central corporate
functions in the Bank's top m anagem ent The regional vice
presidents are thus part of the future m anagem ent group that
m eets regularly with the Executive Board to work with strategy,
results and action plans.

W e offer a targeted array of products and services within lending to
both retail and business custom ers. W ithin the agricultural area,
we address the needs of sm all to m edium -sized businesses.
vestjyskBANK has special expertise within lending for financing
wind turbines, farm ing and the fisheries. Furtherm ore, the business
area is strengthened via select niche areas, such as for exam ple
the private healthcare sector.
For deposits as well as within the pension and investm ent areas,
we offer up-to-date products that are constantly in developm ent
while avoiding that they conflict with our am bition to offer sim ple
and easily understandable products.
Foundation
Based on vestjyskBANK’s history, vision and values, the Bank
draws its strength from traditional banking. The Bank’s—and
therefore its em ployees’—m ission is to create the financial
freedom our custom ers need through steadfast and responsible
banking.

The division into regions ensures m ore decentralised m anagem ent
within the HR area. A m ajor part of this task is solved in the
individual region together with the regional m anagem ent and the
division vice presidents, with the assistance and support of the
centralhum an resource departm ent.
Sim ilarly, close follow-up and sparring structures within regional
m anagem ent’s sales efforts with individualdepartm ents have been
created. Pension and investm ent advisors have been assigned to
regionalprincipaloffices and willsupportthe regionaldepartm ents
with specialexpertise.
Finally, we have attained m ajor efficiencies by centralising
adm inistrative tasks and production tasks in regional principal
offices. W e will continue to digitise docum ents and work
processes within these areas.
The Bank’s corporate departm ents will support the regions with
specialexpertise and develop the Bank in parallelwith discharging
its tasks of an adm inistrative nature.

Our am bition is to create the fram ework for a business-oriented
bank by developing new products and services that will
accom m odate ourcustom ers'desires and needs.

To strengthen work with particularly com plex custom er
com m itm ents, a Task Force has been established to im prove credit
m anagem entforthese com m itm ents.

The Bank is oriented towards consolidating our solid core earnings,
com bined with a sharp focus on creditm anagem entto ensure that
we will have a period where we can create a healthier balance
sheetand capitalstructure.

In addition to establishing the four regions, a num ber of new
m anagem ent forum s are being form ed. Thus, a Credit Com m ittee
has been established to review m ajor credit cases. Sim ilarly, a
Solvency and Market Risk Com m ittee has been form ed to review
the Bank’s funding and liquidity ratios on an ongoing basis. Finally,
developm ents and the com position of the Bank's prices and
products are reviewed by a specialcom m ittee.

Organisation
In order to sharpen our business focus and m anagem ent, in 2012
the organisation has been structured around four regions with
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Managem ent and em ployee developm ent
W e are constantly aim ing for a high levelof expertise for both our
m anagers and em ployees. The Bank’s am bition to do things
properly m akes cultivating expertise a strategic priority.
This em phasis enables the Bank to retain and attract skilled and
expert em ployees with respect to both com petencies of a general
nature and specialist expertise. The average age and seniority for
the Bank’s em ployees are, respectively, 46.5 years and 14.3
years. The num ber of em ployees in 2012 was 621.3 converted to
fulltim e (average), which is 6.5 m ore than in 2011.
At the m erger at 31 March 2012, the Bank had 638.8 full-tim e
em ployees. At 31 Decem ber 2012, this num ber was 564.4. This
represents a net reduction of 74.4 full-tim e positions over the
course of 2012.

Report on Corporate Social Responsibility (CSR)
vestjyskBANK’s work involving corporate social responsibility
focuses on three key areas:Our em ployees, our custom ers and the
localcom m unities with which we are seeking to becom e an active
part. Through its vision, m ission and values, the Bank has worked
with social responsibility as an integral part of its business for
severalyears.
Custom ers
vestjyskBANK aim s at providing expert and substantive advisory
services. Based on the individualcustom er’s financialsituation and
needs, we offersim ple and clearproducts.
Em ployees
It is im portant for vestjyskBANK that our vision be im plem ented in
our day-to-day work. Our vision m ust be com plied with not only in
our em ployees’ contact with custom ers but also am ong our
em ployees them selves.
Com m unity
vestjyskBANK prioritises being involved in the local com m unity.
This is evidenced in vestjyskBANK’s m any sponsorships of sports,
culture and charitable causes, am ong otherthings.
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Environm ent
vestjyskBANK wants to contribute to a cleaner environm ent and
healthier living—but we will leave it up to the individual to take
appropriate action. W e have therefore posted inform ation about
energy and the environm enton vestjyskBANK’s website.
vestjyskBANK has decided to publish its statutory report on
corporate governance at our website. The report can be read at
vestjyskbank.dk/om -banken/profil/csr-politik.
.

Managem ent’s Statem ent
The Bank’s Supervisory and Executive Boards have today
considered and approved the Annual Report, representing the
period 1 January–31 Decem ber2012 forVestjysk Bank A/S.
The Bank’s consolidated financialstatem ents are presented under
the InternationalFinancialReporting Standards (IFRS) as approved
by the EU; the parent com pany’s financial statem ents are
presented under the Danish FinancialBusiness Act. Moreover, the
AnnualReportis presented under supplem entary Danish disclosure
requirem ents relating to annual reports for listed financial
enterprises.
In our opinion, the Consolidated Financial Statem ents and the
Financial Statem ents provide a true and fair view of the assets,
liabilities and financial position of the Group and the parent
com pany at 31 Decem ber 2012 as well as of the results of the
activities of the Group and the parent com pany and consolidated
cash flows forthe financialyear1 January–31 Decem ber2012.
In our opinion, the present Managem ent’s Review provides a true
and fair view of the developm ents in the Group and parent
com pany’s activities and financialsituation, as wellas a true and

fair description of the m ost m aterial risks and uncertainties that
m ay affectthe Group and the parentcom pany.
The section ‘Uncertainties related to recognition and m easurem ent‘
and ‘Risks related to going concern’ in the Managem ent’s Review,
Notes 2 and 3 of the Consolidated Financial Statem ents, and the
general Financial Statem ents portion contain a discussion of the
following: Uncertainties related to the execution of the Bank’s
action plan designed to strengthen the Group’s capital and
solvency; the expectation of significantly lower loan im pairm ents in
2013 than those realised in 2012; and the risks and consequences
of notexecuting the action plan in partor in fullcontrary to expectation, and of the risks and consequences of a further deterioration
in the current econom ic clim ate. It is the opinion of Managem ent
that, in conjunction with the projected im pairm ent need for 2013,
the Bank’s action plan willbe sufficient to ensure com pliance with
relevant statutory requirem ents and to ensure that the Bank has
the continued capacity to conduct banking operations.
W e hereby recom m end the Annual Report for approval by the
AnnualGeneralMeeting.

Lem vig, 28. february 2013
Executive Board

… … … … … … … … … … … … … … … … …
Vagn Thorsager
ChiefExecutive Officer

… … … … … … … … … … … … … … … …
MichaelNelanderPetersen
Managing Director

Supervisory Board

… … … … … … … … … … … … … … … ..
Steen Hem m ingsen
Chairman ofthe Board ofDirectors

… … … … … … … … … … … … … … … …
Anders Bech
DeputyChairman ofthe Board ofDirectors

… … … … … … … … … … … … … … … …
CarlOlav Birk Jensen

… … … … … … … … … … … … … … … …
Kirsten Lundgaard-Karlshøj

… … … … … … … … … … … … … … … …
PoulHjulm and

… … … … … … … … … … … … … … … …
Malene Rønø

… … … … … … … … … … … … … … … …
Palle Hoffm ann

… … … … … … … … … … … … … … … …
PeterBæ kkelund Rasm ussen
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Auditors’ Reports
Internal auditor’s report
Report on Consolidated FinancialStatem ents and Parent
Com pany FinancialStatem ents
W e have audited the Consolidated Financial Statem ents and the
ParentCom pany FinancialStatem ents of Vestjysk Bank A/S for the
financial year 1 January to 31 Decem ber 2012, which com prise
incom e statem ent, statem ent of com prehensive incom e, balance
sheet, statem entof changes in equity and notes for both the Group
and the Parent Com pany, as well as cash flow statem ent for the
Group. The Consolidated Financial Statem ents are prepared in
accordance with International Financial Reporting Standards as
adopted by the EU, and the Parent Com pany FinancialStatem ents
are prepared under the Danish Financial Business Act. Moreover,
the Consolidated Financial Statem ents and the Parent Com pany
Financial Statem ents are prepared in accordance with Danish
disclosure requirem ents forlisted com panies.
Basis of opinion
W e 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
InternationalStandards on Auditing. This requires thatwe plan and
perform the auditto obtain reasonable assurance thatthe Financial
Statem ents for the Group, as wellas the ParentCom pany, are free
from m aterialm isstatem ent.
The audit has been perform ed in accordance with the division of
work agreed with the external auditors and has included an
assessm ent of procedures and internal controls established,
including the risk m anagem entorganised by Managem entrelevant
to the entity’s reporting processes and significant business risks.
Based on m ateriality and risk, we have exam ined, on a test basis,
the basis of am ounts and other disclosures in the Financial
Statem ents for the Group, as well as the Parent Com pany.
Furtherm ore, the audithas included evaluating the appropriateness
of the accounting policies applied by Managem ent and the
reasonableness of the accounting estim ates m ade by
Managem ent, as wellas evaluating the overallpresentation of the
Financial Statem ents for the Group, as well as the Parent
Com pany.
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W e have participated in the audit of risk and other m aterialareas
and believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis forourauditopinion.
Ouraudithas notresulted in any qualification.
Opinion
In our opinion, the procedures and internal controls established,
including the risk m anagem entorganised by Managem entrelevant
to the entity’s reporting processes and significant business risks,
are working satisfactorily.
In addition, in our opinion, the Consolidated Financial Statem ents
give a true and fair view of the Group’s financial position at 31
Decem ber 2012 and of the results of the Group’s operations and
cash flows for the financialyear 1 January to 31 Decem ber 2012
in accordance with International Financial Reporting Standards as
adopted by the EU and Danish disclosure requirem ents for listed
com panies.
Moreover, in our opinion, the Parent Com pany Financial
Statem ents give a true and fair view of the Parent Com pany’s
financial position at 31 Decem ber 2012 and of the results of the
ParentCom pany’s operations for the financialyear 1 January – 31
Decem ber 2012 in accordance with the Danish FinancialBusiness
Actand Danish disclosure requirem ents forlisted com panies.
Em phasis of Matter
W ithout qualifying our opinion, we refer to note 2 to the
Consolidated FinancialStatem ents with a description of uncertainty
relating to recognition and m easurem ent, in which the Bank
describes certain weaknesses relating to its internal controls and
reporting processes. During the year, the Bank noted that
registration of objective identification of im pairm ent of loans,
advances and guarantees and change of collateralvalues has been
effected too late. W e agree with the Bank that this control
weakness has been com pensated for by a com prehensive review
of exposures at31 Decem ber2012.
Furtherm ore, without qualifying our opinion, we refer to notes 2
and 3 to the Consolidated Financial Statem ents describing the
Bank’s risks, credit risks, including in particular the share of loans
and advances with significant weaknesses, and capitalresources.
Managem ent has assessed the capital resources as adequate to

ensure the continued operations of the Bank, albeit subject to
significantuncertainty.

applied expectations of core earnings and im pairm ent charges
sim ilarto those described above for2013.

W hen assessing the required capital resources, Managem ent has
em phasised expectations of the Bank’s core earnings as well as
expected provisions for im pairm ent of loans, advances and
guarantees in 2013. As m entioned in note 2 to the Consolidated
Financial Statem ents, Managem ent’s estim ate of provisions for
im pairm ent of loans, advances and guarantees is subject to
significant uncertainty, both as regards the am ount and the tim ing
of recognition. As m entioned in note 2 to the Consolidated
FinancialStatem ents, Managem ent has, based on a review of the
portfolio of loans and advances, considered realistic an expectation
of significantly lower im pairm entcharges than realised by the Bank
in the pastfinancialyears.

If the action plan, including Managem ent’s expectations of core
earnings and significantly lower im pairm ent charges, are not
realised, in allm aterialrespects, in 2013, there is a significantrisk
thatthe Bank willnotbe able to continue operating.

According to the m ention in note 2 to the Consolidated Financial
Statem ents, the action plan prepared by Managem entprovides the
option of exercising the rightto convertin fullor in partthe Bank’s
hybrid core capitalinto share capital.
A strengthening of the core capital, as described in note 2 to the
Consolidated Financial Statem ents, is required in order for the
Bank to com ply with the anticipated new capitaladequacy rules. In
the Bank’s internal forecasts for 2014 – 2019, Managem ent has

Statem ent regarding Managem ent Review
W e have, in accordance with the Danish Financial Business Act,
read the Managem ent Review. W e have not conducted any
additionalprocedures in connection with our audit of the Financial
Statem ents forthe Group, as wellas the ParentCom pany.
On this basis, itis our opinion thatthe inform ation presented in the
Managem ent Review is in accordance with the Financial
Statem ents forthe Group, as wellas the ParentCom pany.

Lem vig, 28. february 2013
MikaelFlohrHansen
Head ofinternal AuditDepartment
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Statem ents and the ParentCom pany FinancialStatem ents are free
from m aterialm isstatem ent.

To the shareholders of Vestjysk Bank A/S
Report on Consolidated FinancialStatem ents and Parent
Com pany FinancialStatem ents
W e have audited the Consolidated Financial Statem ents and the
ParentCom pany FinancialStatem ents of Vestjysk Bank A/S for the
financial year 1 January to 31 Decem ber 2012, which com prise
incom e statem ent, statem ent of com prehensive incom e, balance
sheet, statem entof changes in equity and notes for both the Group
and the Parent Com pany, as well as cash flow statem ent for the
Group. The Consolidated Financial Statem ents are prepared in
accordance with International Financial Reporting Standards as
adopted by the EU, and the Parent Com pany FinancialStatem ents
are prepared under the Danish Financial Business Act. Moreover,
the Consolidated Financial Statem ents and the Parent Com pany
Financial Statem ents are prepared in accordance with Danish
disclosure requirem ents forlisted com panies.
Managem ent’s Responsibility for the Consolidated Financial
Statem ents and the Parent Com pany FinancialStatem ents
Managem ent is responsible for the preparation of Consolidated
Financial Statem ents that give a true and fair view in accordance
with InternationalFinancialReporting Standards as adopted by the
EU and Danish disclosure requirem ents for listed com panies and
for preparing ParentCom pany FinancialStatem ents thatgive a true
and fair view in accordance with the Danish FinancialBusiness Act
and Danish disclosure requirem ents for listed com panies, and for
such internal control as Managem ent determ ines is necessary to
enable the preparation of Consolidated Financial Statem ents and
Parent Com pany Financial Statem ents that are free from m aterial
m isstatem ent, whetherdue to fraud orerror.
Auditor’s Responsibility
Our responsibility is to express an opinion on the Consolidated
Financial Statem ents and the Parent Com pany Financial
Statem ents based on our audit. W e conducted our audit in
accordance with InternationalStandards on Auditing and additional
requirem ents under Danish audit regulation. This requires that we
com ply with ethicalrequirem ents and plan and perform the auditto
obtain reasonable assurance whether the Consolidated Financial
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An audit involves perform ing procedures to obtain audit evidence
about the am ounts and disclosures in the Consolidated Financial
Statem ents and the Parent Com pany Financial Statem ents. The
procedures selected depend on the auditor’s judgm ent, including
the assessm ent of the risks of m aterial m isstatem ent of the
Consolidated Financial Statem ents and the Parent Com pany
Financial Statem ents, whether due to fraud or error. In m aking
those risk assessm ents, the auditor considers internal control
relevant to the Com pany’s preparation of Consolidated Financial
Statem ents and Parent Com pany FinancialStatem ents that give a
true and fair view in order to design audit procedures that are
appropriate in the circum stances, but not for the purpose of
expressing an opinion on the effectiveness of the Com pany’s
internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the
reasonableness of accounting estim ates m ade by Managem ent, as
well as evaluating the overall presentation of the Consolidated
Financial Statem ents and the Parent Com pany Financial
Statem ents.
W e believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis forourauditopinion.
The audithas notresulted in any qualification.
Opinion
In our opinion, the Consolidated Financial Statem ents give a true
and fair view of the Group’s financial position at 31 Decem ber
2012 and of the results of the Group’s operations and cash flows
for the financial year 1 January to 31 Decem ber 2012 in
accordance with International Financial Reporting Standards as
adopted by the EU and Danish disclosure requirem ents for listed
com panies.
Moreover, in our opinion, the Parent Com pany Financial
Statem ents give a true and fair view of the Parent Com pany’s
financial position at 31 Decem ber 2012 and of the results of the
ParentCom pany’s operations for the financialyear 1 January – 31
Decem ber 2012 in accordance with the Danish FinancialBusiness
Actand Danish disclosure requirem ents forlisted com panies.

Em phasis of Matter
W ithout qualifying our opinion, we refer to notes 2 and 3 to the
Consolidated Financial Statem ents describing the Bank’s risks,
creditrisks, including in particular the share of loans and advances
with significant weaknesses, and capital resources. Managem ent
has assessed the capital resources as adequate to ensure the
continued operations of the Bank, albeit subject to significant
uncertainty.
W hen assessing the required capital resources, Managem ent has
em phasised expectations of the Bank’s core earnings as well as
expected provisions for im pairm ent of loans, advances and
guarantees in 2013. As m entioned in note 2 to the Consolidated
Financial Statem ents, Managem ent’s estim ate of provisions for
im pairm ent of loans, advances and guarantees is subject to
significant uncertainty, both as regards the am ount and the tim ing
of recognition. As m entioned in note 2 to the Consolidated
FinancialStatem ents, Managem ent has, based on a review of the
portfolio of loans and advances, considered realistic an expectation
of significantly lower im pairm entcharges than realised by the Bank
in the pastfinancialyears.
According to the m ention in note 2 to the Consolidated Financial
Statem ents, the action plan prepared by Managem entprovides the
option of exercising the rightto convertin fullor in partthe Bank’s
hybrid core capitalinto share capital.

Bank to com ply with the anticipated new capitaladequacy rules. In
the Bank’s internal forecasts for 2014 – 2019, Managem ent has
applied expectations of core earnings and im pairm ent charges
sim ilarto those described above for2013.
If the action plan, including Managem ent’s expectations of core
earnings and significantly lower im pairm ent charges, are not
realised, in allm aterialrespects, in 2013, there is a significantrisk
thatthe Bank willnotbe able to continue operating.
Statem ent on Managem ent’s Review
W e have read Managem ent’s Review in accordance with the
Danish Financial Business Act. W e have not perform ed any
procedures additional to the audit of the Consolidated Financial
Statem ents and the ParentCom pany FinancialStatem ents. On this
basis, in our opinion, the inform ation provided in Managem ent’s
Review is consistent with the Consolidated Financial Statem ents
and the ParentCom pany FinancialStatem ents.
Holstebro, 28. february 2013
Pricew aterhouseCoopers
Statsautoriseret
Revisionspartnerselskab
H.C. Krogh
State Authorised PublicAccountant

A strengthening of the core capital, as described in note 2 to the
Consolidated Financial Statem ents, is required in order for the
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Consolidated FinancialStatem ents
Statem entof Incom e and Statem entof Com prehensive Incom e

Note
Statem ent of Incom e
4 Interestincom e
5 Interestexpenses
Netinterestincom e
Dividends on equity securities etc.
6 Incom e from fees and com m issions
Fees and com m issions paid
Netinterestand fee incom e
7 Marketvalue adjustm ents
8 Otheroperating incom e
9-10 Personneland adm inistrative expenses
Depreciation, am ortisation and im pairm entlosses; property, plantand equipm entas
wellas intangible assets
11 Otheroperating expenses
12 Im pairm entof loans and receivables etc.
Profit/loss before tax
13 Tax
Profit/loss
25 Basic earnings per share
Basic earnings pershare
Diluted earnings pershare
Statem ent of Com prehensive Incom e
Profit/loss
Othercom prehensive incom e:
Hedge accounting
Of which transferred to interestin the Statem entof Incom e
Tax on hedge accounting
Othercom prehensive incom e aftertax
Totalcom prehensive incom e
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2012
TDKK

2011
TDKK

1,619,146
727,130
892,016
4,818
312,027
32,583
1,176,278
95,661
10,192
659,887

1,527,430
681,031
846,399
3,355
263,074
27,488
1,085,340
-25,053
6,345
590,548

222,940
33,665
1,514,755
-1,149,116
299,408
-1,448,524

15,210
34,781
984,869
-558,776
-136,140
-422,636

-39.45
-39.45

-34.22
-34.22

-1,448,524

-422,636

38,434
-16,361
-3,938
18,135

-11,938
9,888
513
-1,537

-1,430,389

-424,173

Consolidated FinancialStatem ents

Statem entof FinancialPosition at31 Decem ber

Note

14
15
16
17
18
19
20

Assets
Cash in hand and dem and deposits with centralbanks
Am ounts receivable from creditinstitutions and centralbanks
Loans and otherreceivables atam ortised cost
Debtsecurities atfairvalue
Equity securities etc.
Assets related to pooled fund schem es
Intangible assets
Land and buildings, total
Investm entproperty
Owner-occupied property
Otherproperty, plantand equipm ent
Currenttax assets
Deferred tax assets
Otherassets
Assets, total

Liabilities
Am ounts owed to creditinstitutions and centralbanks
Deposits and otherdebt
Deposits with pooled fund schem es
Debtsecurities in issue atam ortised cost
21 Provisions
22 Otherliabilities
23 Subordinated debt
Liabilities, total
Equity
24 Share capital
Revaluation reserves
Reserve forcash flow hedges
Retained profitorloss
Equity, total
26 Liabilities and equity, total
Item s not recognised in the Statem ent of FinancialPosition
27 Contingentliabilities
28 Otherbinding agreem ents
Item s notrecognised in the Statem entof FinancialPosition, total

2012
TDKK

2011
TDKK

1,232,087
456,065
20,696,873
7,271,083
487,474
1,255,966
8,978
405,159
1,212
403,947
12,661
940
0
938,191
32,765,477

666,076
730,792
21,715,932
2,909,038
570,109
1,104,270
107,065
368,894
1,492
367,402
12,083
588
303,346
792,006
29,280,199

3,926,024
16,800,880
1,255,966
6,781,980
53,277
571,641
2,384,054
31,773,822

1,929,734
13,925,039
1,104,270
7,927,786
36,043
461,004
2,162,986
27,546,862

612,889
30,848
6,321
341,597
991,655

125,000
30,848
-11,814
1,589,303
1,733,337

32,765,477

29,280,199

5,153,651
5,179
5,158,830

4,353,268
4,822
4,358,090
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Consolidated FinancialStatem ents
Statem entof Changes in Equity

Share capital

Equity, 1 January 2012
Com prehensive incom e forthe
per
iodions relating to sale of own
Addit
equit
y secur
itat
ies
Disposal
s rel
ing to purchase of
own
equit
y
secur
itiesconversion of
Shares issued upon
hybrid capital
Shares issued upon m erger
Capitalinjection from issue of shares
Costs related to capitalincrease
Transferred to retained earnings
Equity, 31 Decem ber 2012

Share
prem ium

Revaluation
reserves

Reserve forcash
flow hedges

Retained
profit/loss

TDKK
125,000

TDKK
0

TDKK
30,848

TDKK
-11,814
18,135

TDKK
1,589,303
-1,448,524
53,190
-52,962

141,780
39,664
306,445

154,540

612,889

Share capital

Equity, 1 January 2011
Com prehensive incom e forthe year
Additions relating to sale of own
equity securities
Disposals relating to purchase of
own equity securities
Equity, 31 Decem ber 2011

36

An n u al Rep ort

TDKK
125,000

125,000

57,008

Equity, total

TDKK
1,733,337
-1,430,389
53,190
-52,962
296,320
96,672
318,703
-23,216
0
991,655

12,258
-23,216
-143,582
0

30,848

6,321

143,582
341,597

Share
prem ium

Revaluation
reserves

Reserve forcash
flow hedges

Retained
profit/loss

Equity, total

TDKK
0

TDKK
30,848

TDKK
-10,277
-1,537

TDKK
2,015,178
-422,636

TDKK
2,160,749
-424,173

73,198

73,198

-76,437
1,589,303

-76,437
1,733,337

0

30,848

-11,814

Consolidated FinancialStatem ents

Statem entof Cash Flows

2012
TDKK
Operating activities
Profit/loss aftertax forthe period, excl. received share dividends
Dividends on equity securities
Profit/loss aftertax forthe period
Adjustm entfornon-cash operating item s etc.:
Adjustm entof im pairm entof loans etc.
Depreciation, am ortisation and im pairm entlosses; property, plantand equipm entas wellas
intangible assets
Otheroperating item s with no effecton cash flow
Tax charged as expense
Corporation tax paid
Operating activities, total

2011
TDKK

-1,453,342
4,818
-1,448,524

-425,991
3,355
-422,636

1,514,755

984,869

222,940
34,631
299,408
0
623,210

15,210
33,973
-136,140
57
475,333

2,550,637
2,343,212
-3,973,300
145,868
-2,474,593
-118,773
598,280
-928,669

-1,932,151
766,808
1,932,991
31,280
-762,037
-270,523
-493,623
-727,255

-305,459

-251,922

Investm ent activities
Paym ents forproperty, plantand equipm ent
Proceeds from disposalof property, plantand equipm ent
Cash flows from investm entactivities, total

-10,365
4,991
-5,374

-20,072
5,445
-14,627

Financing activities
Paym entforand proceeds from the disposalof own equity securities
Capitalincrease afterdeduction of costs
Issue of subordinated debt
Repaym entof subordinated debt
Cash flows from financing activities, total

228
295,487
200,000
-38,205
457,510

-3,239
0
0
-125,000
-128,239

Change in cash and cash equivalents

146,677

-394,788

1,305,834
146,677
1,452,511

1,700,622
-394,788
1,305,834

1,232,087

666,076

220,424
1,452,511

639,758
1,305,834

W orking capital
Increase/decrease in creditinstitutions and centralbanks, net
Increase/decrease in loans and otherreceivables atam ortised cost
Increase/decrease in debtsecurities atfairvalue
Increase/decrease in shareholding
Increase/decrease in debtsecurities in issue atam ortised cost
Increase/decrease in otherassets and otherliabilities, net
Increase/decrease in deposits and otherdebt
W orking capital, total
Cash flows from operating activities, total

Cash and cash equivalents atthe beginning of the period
Change in cash and cash equivalents
Cash and cash equivalents atthe end of the period
Cash and cash equivalents at the end of the period
Cash in hand and dem and deposits with centralbanks
Am ounts receivable from creditinstitutions and centralbanks with a m aturity of less than 3
m onths
Cash and cash equivalents atthe end of the period, total
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Notes

List of Notes for the Consolidated AnnualFinancialStatem ents
1 Accounting policies, group and parentcom pany
2 Risk conditions and risk m anagem ent, group and parent
com pany
3 Creditrisk, group and parentcom pany
4 Interestincom e, group and parentcom pany
5 Interestexpenses
6 Incom e from fees and com m issions, group and parent
com pany
7 Value adjustm ents, group and parentcom pany
8 Otheroperating incom e, group and parentcom pany
9 Personneland adm inistrative expenses, group and parent
com pany
10 Auditors’ fees, group and parentcom pany
11 Otheroperating expenses, group and parentcom pany
12 Im pairm ents of loans and provisions againstguarantees,
etc., group and parentcom pany
13 Tax, group and parentcom pany
14 Intangible assets, group and parentcom pany
15 Investm entproperty
16 Owner-occupied property
17 Otherproperty, plantand equipm ent, group and parent
com pany
18 Deferred tax assets/liabilities, group and parentcom pany
19 Otherassets
20 Assetitem s falling due one yearorlaterfrom the reporting
date
21 Provisions
22 Otherliabilities
23 Subordinated debt
24 Share capital, group and parentcom pany
25 Earnings pershare
26 Liabilities falling due one yearorlaterfrom the reporting
date
27 Contingentliabilities, group and parentcom pany
28 Otherbinding agreem ent, group and parentcom pany
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29 The difference between presenting financialstatem ents
underIFRS and Executive Orderon the Presentation of
FinancialStatem ents
30 Capitalrequirem ents
31 Security pledged, group and parentcom pany
32 Related parties, group and parentcom pany
33 Consolidated overview, group and parentcom pany
34 Com pany acquisitions, group and parentcom pany
35 Fairvalue financialassets and liabilities
36 Creditexposure, group and parentcom pany
37 Collaterals, group and parentcom pany
38 Creditquality—totaloverview, group and parentcom pany
39 Creditquality of loans and guarantee debtors notdelinquent
and forwhich im pairm ents/provisions have notbeen m ade,
group and parentcom pany
40 Distribution by industry segm entof overdue receivables for
loans thathave notbeen written down, group and parent
com pany
41 Gross loans and guarantee debtors, individually im paired, by
cause, group and parentcom pany
42 Loan and guarantee debtors, individually im paired, by
industry segm ent, group and parentcom pany
43 Collaterals forloans and guarantee debtors, individually
im paired, by collateraltypes, group and parentcom pany
44 Marketrisk, group and parentcom pany
45 Interestrate risk, group and parentcom pany
46 Foreign currency risk, group and parentcom pany
47 Equity risk, group and parentcom pany
48 Derivative financialinstrum ents, group and parentcom pany
49 Liquidity risk, group and parentcom pany
50 Contractualm aturities of financialliabilities
51 Otherrisks, group and parentcom pany
52 Pending litigation, group and parentcom pany
53 Events since the end of the financialyear, group and parent
com pany
54 Key figures and financialratios

Note 1 Accounting policies
1.1 General rem arks
vestjyskBANK’s consolidated financial statem ents were prepared
under the International Financial Reporting Standards (IFRS) as
approved by the EU and under the IFRS as issued by the
International Accounting Standards Board (IASB). The Bank has
applied these standards and interpretations to its financialreporting
effective forthe period beginning on 1 January 2012.
The parent com pany’s financialstatem ents were under the Danish
FinancialBusiness Act. Please see Note 73 for a description of the
Bank’s accounting policy forthe parentcom pany.
Annual and interim reports are furtherm ore presented in
com pliance with supplem entary Danish disclosure requirem ents
relating to financialreporting by listed financialenterprises.
Annualand interim reports are prepared applying the historicalcost
convention, m odified for m easuring certain item s at fair value, as
described in the following.

recirculated to the statem ent of incom e separate from item s that
should notbe recirculated.
Am endm ent to IFRS 7—“Offsetting FinancialAssets and Financial
Liabilities": This am endm ent m eans that the com pany will be
required to provide additional notes regarding the right of set-off
for the com pany’s financial assets and liabilities. Off-set item s
should be stated in the Notes as gross; and item s that can be offset in a potential bankruptcy or other future event are subject to
disclosure, regardless of whether they are off-setin the Statem ent
of FinancialPosition.
Am endm ent to IAS 32—“Offsetting FinancialAssets and Financial
Liabilities": The am endm ent provides additionalguidance for when
financialassets and liabilities shallbe stated as off-set.
IFRS 10—”Consolidated financial statem ents”: Clarification of the
definition of control over another enterprise. Control is present
when the following conditions are m et:
Controlling influence overan enterprise.
Risk associated with orrightto variable yields.
The ability to use one’s controlling influence over an enterprise
to affectthe yield of an investm ent.

In 2012, the Group has im plem ented the following new and
am ended standards as relevantforvestjyskBANK.
Am endm ent to IFRS 7—”Disclosures – Transfers of Financial
Assets": The am endm ents pertain to expanded disclosure
requirem ents forcessation of financialinstrum ents.

IFRS 13—“Fair Value Measurem ent”: The standard establishes a
m ethodology for how the fair value should be m easured and it
supersedes the guidelines for stating the fair value setoutin other
standards, including IAS 39.

The am endm ents did not have any im pact on recognition and
m easurem ent.

These am endm ents are not assessed to have any significance for
recognition and m easurem ent.

IASB has issued the following new standards and am endm ents to
existing standards, which have notyetentered into force and which
are relevantto the Group.

The EU has notyetapproved the following am endm ents:

The following am endm ents were approved by the EU and willenter
into effect with fiscal years beginning no earlier than 1 January
2013:
Am endm ent to IAS 1 “Presentation of financial statem ents”. The
am endm ent entails requirem ents relating to the presentation of
item s under other com prehensive incom e, which should be

IFRS 9—Re classification and m easurem entof financialassets and
liabilities: The num ber of financial asset categories is reduced to
two: am ortised cost or fair value. Classification is determ ined
based on, respectively, the nature of the business m odel and the
characteristics of the instrum ent. Changes to own credit risk
relating to financialliabilities m easured atfair value are recognised
underOthercom prehensive incom e.
Managem ent is currently reviewing the potential im pact of these
changes.
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1.2 Accounting estim ates and assessm ents
Determ ining the carrying am ount of certain assets and liabilities
involves estim ating how future events will affect the value of the
assets and liabilities atthe reporting date.
The estim ates and assessm ents applied by m anagem entare based
on assum ptions that it considers reasonable, but which by their
nature are uncertain and unpredictable. Such assum ptions m ay be
incom plete or inexact, and unexpected future events or
circum stances m ay arise. This m akes it intrinsically difficult to
m ake estim ates and assessm ents; and when such estim ates and
assessm ents furtherm ore involve custom er relationships and other
counterparties, they willinvolve an additionaldegree of uncertainty.
The need m ay arise to restate previous estim ates because of
changes in the underlying conditions for the previous estim ates, or
because new knowledge has com e to light or subsequent events
have occurred.
The principles for m aking accounting estim ates and assessm ent
m aterial to presenting the accounts include, am ong other things,
assessm ents related to:
im pairm ents of loans and advances and provisions for
guarantees;,
the fairvalue of investm entproperty,
the fairvalue of financialinstrum ents,
com pany acquisitions,
im pairm enttests forgoodwilland otherintangible assets, and
deferred tax assets
whetherornotdebtsecurities are traded in an active m arket.
Im pairm ent of loans and advances and provisions for
guarantees
Im pairm ent testing of individual loans and advances involves
estim ates relating to conditions aboutwhich there is a high degree
of uncertainty. The assessm ent entails estim ating the m ost likely
future cash flow thatthe custom erwillbe able to generate.
Loans and advances for which there is no objective indication of
im pairm ent are included in a group for which it is assessed at
portfolio levelwhetherthere is any need forim pairm ent.
An im portant aspect of testing for im pairm ent of a group of loans
and advances is identifying events thatindicate objectively thatthe
group has incurred losses. The assessm ent of the fair value of the
40

An n u al Rep ort

cash flows generated by the custom ers in the group entails a
degree of uncertainty when historical data and experience-based
assessm ents are applied in connection with adjusting the
assum ptions based on the historicaldata and in order to reflectthe
currentsituation.
Assessm ent by group is perform ed for groups of loans and
receivables that possess uniform credit risk characteristics. There
are 11 groups:one for public authorities, one for retailclients, and
nine for business and corporate clients whereby business and
corporate clients are segm ented by industry.
Furtherm ore, estim ates related to provisions for guarantees are
associated with uncertainty when establishing the extent to which
paym ents should be m ade forthe relevantguarantee.
If, at the reporting date, the Group is aware that an event has
occurred that will either weaken or strengthen future paym ent
perform ance, and which the m odels have not taken into account,
Managem entwillcorrectforthis by m aking a qualified estim ate.
Factors with the m ost influence on the assessm ent of im pairm ent
and provision needs are
Continued weak econom ic clim ate;
A deteriorating earnings capacity within certain branches of
agriculture, especially m ilk production as well as negative
trends in the term s of trade for feed expenses and settlem ent
prices. This deterioration of m any farm ers’ operating results
often occurs in the context of a negative consolidation
throughoutseveralyears.
The realestate m arket is stillexhibiting sluggishness in term s
of the turnover of letting and housing properties. Parts of the
m arketare nearly frozen solid and price form ation is extrem ely
unfavourable forowners and lenders.
Many com m ercial properties are affected by long periods of
idleness in letting.
The Group has im plem ented a m ore in-depth and conservative
interpretation of the Danish Financial Supervisory Authority’s
new guidelines forim pairm ent.
The am ountof loan and guarantee im pairm ents is specified in Note
12. Please refer to note 2 and 3 for a description concerning
creditrisk.

Fair value of investm ent property
The rate of return m ethod is used for m easuring property at fair
value. The uncertainty of the m easurem entis related to the rate of
return applied to the valuation.
The carrying am ountof investm entproperty is specified in Note 15.
Fair value of financial
financialinstrum ents
vestjyskBANK m easures a num ber of financial instrum ents at fair
value, including all derivative financial instrum ents, as well as
equity and debtsecurities.
Assessm ents are m ade in connection with establishing the fair
value of financialinstrum ents in respectof the following areas:
choice of valuation m ethod,
determ ination of when available listed prices do not represent
the fairvalue,
calculation of fairvalue adjustm ents to take accountof relevant
risk factors such as creditand liquidity risk,
assessm ent of which m arket param eters should be observed,
and
estim ate of future cash flows and rate of return requirem ents
forunlisted equity securities.
As part of its operations, vestjyskBANK has acquired strategic
equity interests. These are m easured at fair value based on
available inform ation about trading in the relevant enterprise’s
equity interests or, alternatively, a valuation m odel based on
accepted and current m arket data, including a valuation of
expected financialperform ance and cash flows. The valuation will
sim ilarly be influenced by ownership, trading and shareholder
agreem ents, etc.
The carrying am ount of securities m easured at fair value is
specified in Note 35.
Com pany acquisitions
Upon acquisition of another enterprise, the acquired enterprise’s
assets, liabilities and contingent liabilities are recognised in
accordance with the acquisition m ethod. Som e parts of acquired
assets and liabilities have no effective m arket that can be used to
establish their fair value. Managem ent will therefore m ake
estim ates on calculating the identified acquired assets, liabilities
and contingent liabilities. Depending on the nature of the asset or
liability, this calculation m ay be subjectto a degree of uncertainty.

Upon acquisition, am ong other things, an assessm ent is m ade of
the value of the acquired custom er relationships. The assessm ent
is based on expected and historical custom er loyalty in view of
existing custom er relationships. Additionally, an assessm ent is
m ade of whether there are circum stances that result in the
deviation of the fair value of loans and advances from am ortised
cost, for exam ple as a result of special risks relating to a
com m itm ent or a m argin that is lower than the m argin on an
equivalentloan.
Im pairm ent test for goodw illand other intangible assets
At the annual im pairm ent test of goodwill or when there is
indication of a need for im pairm ent, an estim ate is m ade of how
the parts of the enterprise to which the goodwillare related would
be capable of generating sufficient positive net cash flows in the
future to support the value of goodwilland other net assets in the
enterprise.
The estim ate m ust dealwith the expected future cash flows m any
years into the future, which by its nature involves a certain degree
of uncertainty.
The carrying am ount of goodwill and the assum ption for the
im pairm enttestare specified in Note 14.
Deferred tax assets
Deferred tax assets relating to unused tax credits are included to
the extentitis considered likely that, in the near future, a tax profit
willbe realised in which the losses can be off-set. The size of the
recognised tax asset and the assum ptions for recognition thereof
are stated in Note 18.
Assessm ent relating to w hether or not debt securities are
traded in an active m arket
Som e debt securities listed on NASDAQ OMX Copenhagen are
attributed to the category ‘Loans and receivables.’ The assessm ent
is that trading in the relevant debt securities is so insignificant in
volum e and scope that the m arket cannot be characterised as
active; the conditions for attributing the debt securities to the
category ‘Loans and receivables’ have therefore been m et.
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1.3 Specification ofapplied accounting policies
Consolidated financialstatem ents
The consolidated financial statem ents com prise the annual
financial statem ents for vestjyskBANK A/S and enterprises
controlled by the Group. The results from subsidiaries that have
been acquired or divested throughout the year are included in the
consolidated financial statem ents, respectively, from the tim e of
acquisition oruntilthe tim e of divestm ent.
The accounts on which the consolidation is based correspond to
the general group accounting policies. All intragroup balances,
incom e and expenses are elim inated fully forthe consolidation.
Translation of foreign currencies
Upon initial recognition, transactions in foreign currencies are
translated at the actual rate at the transaction date. Receivables,
payables and other m onetary item s denom inated in foreign
currencies that have not been settled on the reporting date are
translated at their rate at the reporting date. Exchange differences
between the transaction date rate and the rate at the date of the
cash flow, respectively the closing rate, are recognised in the
Statem entof Incom e as currency translation adjustm ent.
Determ ination of fair value for m easurem ent and disclosure
Derivative financial instrum ents as well as unsettled spot
transactions are recognised and m easured atfair value which, as a
rule, is based on listed m arket prices. To the extent that these are
unlisted instrum ents, fair value is determ ined using generally
accepted principles based on arm ’s-length param eters.
Debt securities traded in regulated m arkets are m easured at fair
value. The fair value is determ ined using the m ost recent
observable m arketprice atthe reporting date.
Equity securities traded in regulated m arkets are m easured at fair
value. The fair value is determ ined using the m ost recent
observable m arketprice atthe reporting date.
Unlisted equity securities in enterprises held jointly by the Group
with a num berof otherfinancialinstitutions are valued atfairvalue.
If no current m arket data are available, fair value will be
established on the basis of the enterprises’ m ost recent presented
and adopted accounts as well as taking into consideration
shareholderagreem ents.
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For loans with variable interest rates, write-downs relating to
im pairm ent are, in principle, assum ed to correspond to the fair
value of the creditrisk with the following corrections:
Credit m argin changes for a given risk are taken into account by
correcting for the difference between the current credit prem ium
and the credit prem ium that would be required if a given loan was
granted atthe reporting date.
Fixed-rate loans notsubjectto hedge accounting are also adjusted
by the change in value that arises because of the difference
between the fixed interestrate and the currentm arketrate.
Fair value of debt securities in issue traded in an active m arket is
determ ined at fair value as a ratio of the m ost recent observable
m arketprice atthe reporting date. The fair value of debtsecurities
in issue and subordinated debt not traded in an active m arket is
determ ined based on the term s thatwould have applied if the loan
in question had been m ade atthe reporting date.
Hedge accounting
The Group applies the specialrules on hedge accounting to avoid
the inconsistency of having certain financial assets or financial
liabilities m easured atam ortised cost. However, derivative financial
instrum ents are m easured at fair value if the conditions relating to
docum entation and efficiency are m et. The hedging relationship is
established for the following item s: Fixed-rate loans, foreign
currency loans and debt securities, as wellas fixed-rate deposits.
In hedging the fair value of fixed rate assets and liabilities, hedged
item s will be regulated at their fair value for the hedged risk. For
hedging of future cash flows, value adjustm ents of the hedging
instrum ents are recognised in other com prehensive incom e and
classified as a separate reserve under equity. They are reversed to
the statem entof incom e as the hedged item s affectthe results.
Hedging is perform ed using options, forward contracts, swaps and
caps.
Business com binations and disposalof enterprises
Acquisitions of or m ergers with other enterprises are recognised
from the tim e of acquisition. Divested enterprises are recognised
up untilthe date of disposal.
Com binations take place by applying the purchase m ethod after
which the acquired enterprises’ assets and liabilities are
recognised atfair value atthe date of acquisition. The tax effectof
perform ed revaluations is taken into account.

Positive differences between the fair value of the consideration and
of the acquired net assets are recognised in the Statem ent of
FinancialPosition as goodwill. Negative differences are recognised
as incom e in the Statem entof Incom e.
Transaction costs are recognised in the Statem ent of Incom e as
they are incurred.
Business com binations executed before the date before the
transition to IFRS on 1 January 2009 have been recognised
applying the accounting policies as they existed before the
transition.
Atthe m erger with Ringkjøbing Bank in 2008 and the acquisition of
Bonusbanken in 2008, the cost w as therefore determ ined at fair
value on the acquisition date of the shares issued by vestjyskBANK
at the m erger, respectively the vestjyskBANK shares settled at the
acquisition date, plus transaction costs incurred. However, for the
m erger with Aarhus Lokalbank, the cost has been recognised
withoutadding transaction costs incurred.

Statem ent ofIncom e and Statem ent of
Com prehensive Incom e
Interest, fees and com m issions
Interest incom e and interest expenses are recognised in the
Statem ent of Incom e for the period to which they pertain.
Com m issions and fees that are integrated parts of the effective
intereston a loan are recognised as partof am ortised cost.
Interest incom e from loans im paired in part or in fullis recognised
under interestincom e only with the calculated effective intereston
the loan’s im paired value. Any additional interest incom e is
recognised under the item ‘Im pairm ents of loans and receivables,
etc.’ Com m issions and fees that form part of an annuity are
accrued overthe term of the annuity.
Other fees are recognised in the Statem ent of Incom e at the
transaction date.
Other operating incom e
Other operating incom e contains item s of a secondary nature in
relation to the Bank’s activities, including gains and losses relating
to the sale of acquired, investm entand owner-occupied property.

Gains and losses relating to sales are determ ined as the sale price,
less selling expenses and the carrying am ountatthe tim e of sale.
Personneland adm inistrative expenses
Staff costs com prise em ployee salaries and social security costs,
pension plans, etc. Costs of goods and services provided to
em ployees, including anniversary bonuses, are recognised as the
em ployees perform the services thatentitle them to the goods and
services in question.
The m ajority of em ployees have entered into defined contribution
plans. Under defined contribution plans, fixed contributions are
m ade to an independentpension fund. The Group is notrequired to
m ake any additionalcontributions.
Other operating expenses
Other operating expenses contain item s of a secondary nature in
relation to the Group’s activities, including contributions to the
current guarantee provision relating to the Danish Governm entBacked DepositGuarantee Schem e (Statsgarantiordningen).
Tax
Tax forthe year, consisting of the year’s currenttax and changes in
deferred tax, is recognised in the Statem ent of Incom e as the part
that can be attributed to the incom e for the year, and directly to
other com prehensive incom e, respectively equity, at the part that
can be attributed thereto.
Current tax liabilities, respectively, current tax receivables are
recognized in the Statem ent of FinancialPosition as calculated tax
on the taxable incom e for the year adjusted for tax paid on
account.
Deferred tax is recognised for all tem porary differences between
carrying am ounts and the taxable values of assets and liabilities,
apart from goodwill and tem porary differences that arise in
connection with acquiring assets or assum ing liabilities which, at
the tim e of acquisition, affect neither the taxable incom e nor the
result.
Deferred tax is recognised as a liability in the Statem ent of
Financial Position under ‘Deferred tax liabilities’ or recognised as
an asset under ‘Deferred tax assets,’ if the net value is an asset
and itis considered likely thatthe tax assetwillbe realised.

An nu al Rep ort

43

Consolidated FinancialStatem ents
Notes

Statem ent offinancial position
Financialassets in general
The purchase and sale of financial assets are recognised at fair
value atthe settlem entdate. From the trade date to the settlem ent
date, changes are included in the fair value of the financial
instrum entthathas notbeen settled.
Transaction costs are added upon initial recognition of financial
assets notsubsequently m easured atfair value in the Statem entof
Incom e.
Financialassets are attributed upon initialrecognition, respectively,
upon transition to IFRS to one of the following categories:
Trading portfolio, com prising equity and debtsecurities held for
the purpose of short-term profit–taking, as well as derivative
financialinstrum ents thatare assets,
Financial assets attributed to fair value in the Statem ent of
Incom e, com prising equity and debt securities not held for
trading, but which are m anaged and assessed on the basis of
fairvalue, or
Loans and receivables com prising loans and other receivables,
cash in hand and dem and deposits with central banks,
am ounts receivable from credit institutions and centralbanks,
and otherassets apartfrom derivative financialinstrum ents.
Financialassets are notreclassified afterinitialrecognition.
Financial assets held for trade or attributed to fair value in the
Statem entof Incom e are m easured atfair value with recognition of
fairvalue changes in the Statem entof Incom e.
Loans and receivables are m easured at am ortised cost, which
usually corresponds to their nom inal value less opening fees
constituting part of the effective interest rate and im pairm ents to
coverincurred butnotyetrealised losses.
Cash in hand and dem and deposits w ith centralbanks
Cash in hand and dem and deposits com prise the Group’s holdings
of dom estic and foreign currency notes and coins, as well as
dem and deposits in centralbanks.
Am ounts receivable from credit institutions and centralbanks
Am ounts receivable from credit institutions and central banks
com prise am ounts receivable with other credit institutions as well
as term deposits in centralbanks.
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Loans and other receivables
Loans and other am ounts receivable com prise loans to custom ers
and certain debtsecurities nottraded in an active m arket.
Im pairm ent of loans and am ounts receivable, as wellas provisions
against guarantees and unused credit com m itm ents, are
perform ed both individually and on a group basis. Im pairm ents to
losses are perform ed when there is objective indication of
im pairm ent.
For individual im pairm ents, objective indication exists, at a
m inim um , once one orm ore of the following events have occurred:
Borroweris in m ajorfinancialdifficulties
Borrower is in breach of contract, for exam ple, by failing to
perform paym ent obligations for paym ent of principal and
interest
Borrower has been granted relief from conditions that would
otherwise not have been considered if it were not because of
borrower’s financial difficulties, or if it is likely that the
borrower willenter bankruptcy proceedings or is m ade subject
to otherfinancialreorganisation
Im pairm ent is perform ed as the difference between the carrying
am ount before im pairm ent and the present value of the expected
future paym ents on the loan. Expected future paym ents are
determ ined based on probability-weighted scenarios perform ed on
the debtor’s ability to pay, realisation of collateral as well as any
dividends. The loan’s effective interest rate is applied as the
discountrate.
Loans not individually im paired are included in the im pairm ents by
group.
Loans and am ounts receivable not individually im paired are
assessed by group to determ ine whether an objective indication for
im pairm entof the group exists.
The assessm ent by group is perform ed using a segm entation
m odeldeveloped by the industry organisation Association of Local
Banks, Savings Banks and Cooperative Banks in Denm ark (Lokale
Pengeinstitutter). This organisation is responsible for the ongoing
m aintenance and developm ent of the m odel. The segm entation
m odel establishes cohesion within the individual groups between
established losses and a num ber of significant explanatory
m acroeconom ic variables using linear regression analysis. The
explanatory m acroeconom ic variables include such factors as

unem ploym ent, hom e prices, interest, num ber of bankruptcies/enforced sales, etc.
In principle, the m acroeconom ic segm entation m odelis calculated
based on loss data for the entire financial institution sector.
vestjyskBANK has therefore m ade an assessm ent of the extent to
which the m odelestim ates reflectthe creditrisk forvestjyskBANK’s
own loan portfolio.
This assessm ent has resulted in m odelestim ate adjustm ents to fit
the Bank’s own conditions, after which itis the adjusted estim ates
that form the basis for calculating the im pairm ents in groups. For
each group of loans and am ounts receivable, an estim ate is drawn
up that expresses the percentage im pairm ent relating to a given
group of loans and am ounts receivable at the reporting date. The
individualloan’s contribution to the im pairm ent by group is arrived
at by com paring the individual loan’s original loss risk and the
loan’s loss risk atthe beginning of the currentreporting period. The
im pairm ent is calculated as the difference between the carrying
am ount and the discount to net present value of the expected
future paym ents adjusted form anagem entestim ates.
Provisions against losses on guarantees as well as provisions
against losses on unutilised credit com m itm ents are recognised
underprovisions.
Equity
Equity securities com prise shares traded in active m arkets as well
as unlisted shares in enterprises held by the Group jointly with a
num berof otherfinancialinstitutions.
Debt securities
This item com prises bonds traded in an active m arket.
Pooled pension funds
Assets included in pooled pension funds and custom ers’ deposits
in pooled pension funds are presented under separate item s in the
Statem ent of Financial Position. Returns on pooled assets and
deposits are presented jointly undervalue adjustm ents.
Land and buildings
Investm ent property is property principally held to earn rental
incom e and/orcapitalgains.

Investm ent property is recognised upon acquisition at cost and
subsequently m easured at fair value. Adjustm ent of fair value as
well as rental incom e is recognised in the Statem ent of Incom e
under, respectively, ‘Value adjustm ents’ and ‘Other operating
incom e.’
The fair value of investm entproperty is determ ined on the basis of
a system atic assessm ent based on the property’s expected return
as the m ethod is assessed to reflecthow sim ilar property is valued
in the m arket. Such property is notdepreciated.
An assessm ent of the carrying am ounts is obtained from external
experts periodically.
Owner-occupied property is property the Group utilises for
adm inistration, branches orotherservice activities.
Owner-occupied property is recognised at purchase price plus
expenses for construction or developm ent, and deducting
subsequentaccum ulated depreciation.
Depreciations are perform ed based on the fair value at 1 January
2009 (starting value upon transition to IFRS) and calculated on a
straight-line basis, based on the expected usefullife of the asset,
which is 40 years, on the basis for depreciation, less estim ated
residual value. Useful life and residual value are reassessed
regularly. Installations are depreciated on a straight-line basis over
a period of up to 15 years.
Land is notdepreciated.
Intangible Assets
Intangible assets concern the value of custom er relationships and
goodwill acquired in connection with the acquisition of Bonusbanken and the m ergerwith Aarhus Lokalbank.
The value of acquired custom er relationships is m easured at cost
less accum ulated depreciation and im pairm ent. The value of the
acquired custom er relationships is depreciated on a straight-line
basis over the expected life, which is 10 years. Goodwill is the
am ount by which the cost of an acquired enterprise exceeds the
fair value of the acquired assets and liabilities at the tim e of
acquisition.
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Goodwill is recognised as an asset and attributed to cash-flow
generating units corresponding to the levelat which m anagem ent
is m onitoring the investm ent.

institutions and central banks/deposits, and subordinate
debt/debtsecurities in issue;
Financialguarantees.

Goodwill is recognised as an asset and is not am ortised but is
tested for depreciation atleastonce a year. Goodwillis depreciated
to its recoverable value, if the carrying value of the cash-flow
generating unit’s net assets exceeds the higher value of the net
selling price and value in use, which corresponds to the present
value of expected future cash flows from the unit.

Liabilities held for trading are m easured at fair value with
recognition of value adjustm ents in the Statem entof Incom e.

Im pairm ents are recognised in the Statem entof Incom e.
Other tangible assets
Other tangible assets are m easured at cost less accum ulated
depreciation and im pairm ents. Depreciations are perform ed on a
straight-line basis based on the following assessm ent of the other
assets’ usefullives:
IT equipm ent2–3 years;
Machinery, tools and equipm ent3 years;
Autom obiles 3–4 years

Financial guarantees are m easured at the higher of the deferred
com m ission incom e and provisions for losses on the guarantee.
Please see the section ‘Loans and am ounts receivable’ for how
provisions againstlosses on guarantees are calculated.

Other tangible assets are assessed for im pairm ent need when
there is indication of im pairm ent.

Other liabilities
This item com prises liabilities not included under other liability
item s and com prises, am ong others, negative m arket values of
spot transactions, derivative financial instrum ents and interest
payable.

Other assets
This item com prises assets not placed under other asset item s,
am ong others, positive m arket values of spot transactions and
derivative financialinstrum ents, as wellas interestreceivable.

Am ounts ow ed to credit institutions and central
banks/deposits
Am ounts owed to credit institutions and central banks as well as
deposits are valued atam ortised cost.

Financialliabilities
Financial liabilities are recognised at the settlem ent date at fair
value. Transaction costs are deducted upon initial recognition of
financialliabilities notsubsequently m easured atfairvalue.

Subordinate dept/debt securities in issue
W hen recognising subordinate debt/debt securities in issue,
em bedded derivatives and equity com ponents are taken out.
Em bedded derivatives are treated as independentderivatives, while
equity com ponents are recognised directly underequity.

Financial liabilities are attributed upon initial recognition,
respectively upon transition to IFRS, to one of the following
categories:
Trade portfolio com prising derivative financial instrum ents
classified as liabilities;
Other financialliabilities, com prising other liabilities apart from
derivative financial instrum ents, am ounts owed to credit
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Other financialliabilities are m easured atam ortised cost. Expected
future interest paym ents are estim ated upon determ ination of
am ortised cost. In the eventthe settlem entprice orthe interestrate
changes over the course of the life of the liability, apart from as a
result of the variability of the interest rate, such paym ents are
included, provided thatthe loan is notexpected to be repaid before
the settlem entprice, respectively, the interestrate change.
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Offsetting financial
fi nancialassets and liabilities
Financial assets and liabilities are presented as offset, provided
offsetting is legally sanctioned and the Bank intends to offsetorsell
the assetand the liability sim ultaneously.

Equity
Proposed dividends
Proposed dividends are recognised as a liability at the tim e of
adoption by the Annual General Meeting. The proposed dividends
forthe yearare included underequity untilthey are adopted.
Ow n equity securities
Purchase and disposal considerations as well as dividends from
own equity securities are recognised directly as retained earnings
underequity.
Statem ent of Cash Flow s
The Statem ent of Cash Flows shows cash flows distributed on
operating, investing and financing activities forthe year, changes in
cash and cash equivalents for the year, as wellas cash and cash
equivalents at the beginning and end of the year. Cash flows from
operating activities are determ ined using the indirect m ethod as
pre-tax profit adjusted for non-cash operating item s as well as
changes in working capital.
Cash flows from investing activities com prise paym ents in
connection with the purchase and sale of fixed assets. Cash flows
from financing activities com prise dividends paid as well as
m ovem ents in equity and the paym ent and incurrence of
subordinate debt.
Cash and cash equivalents com prise cash in hand, dem and
deposits with central banks as well as am ounts receivable from
credit institutions and central banks with due dates of less than
three m onths.
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Note
2 Risk conditions and risk m anagem ent
vestjyskBANK defines risk as any event that m ay adversely affect the Bank’s ability to reach its business objectives. The Bank is
exposed to various types of risk, which are m onitored and m anaged atvarious levels in the organisation.
In spite of vestjyskBANK’s fundam entally cautious risk policy, the Bank was neither sufficiently focused on preventing risks nor
sufficiency attentive to incorporating precautionary m easures thatcould m itigate the consequences of the currenteconom ic challenges
during periods of favourable m arket conditions. The Bank’s previous growth strategy also relied too heavily on a capital base that
structurally required relatively high interest expenses. A lack of patience and non-interest bearing core capitalhas ham pered longer
term strategic m anoeuvring.
Risk exposure is a centralconsideration in allthe Bank’s transactions.
vestjyskBANK’s Supervisory Board establishes the overallfram ework and policies for risk and capitalstructure according to which the
Executive Board and the generalm anagem entof the Bank discharge duties related to risks. The Supervisory Board is briefed regularly
on risk developm ents and how the allocated risk fram ework is being exercised. Day-to-day risk m anagem ent is perform ed by the
Finance and Risk Managem ent, Markets & Advisory Services and CreditDepartm ents. The Finance and Risk Managem entDepartm ent
perform s independentcontrol.
vestjyskBANK divides risk into the following categories:
Market risk:
k:
The risk that the m arket value of the Bank’s financialassets and liabilities willchange as a result of changes in m arket conditions is
collectively referred to as “m arketrisks.” Exposure to m arketrisks is a naturalpartof the Bank’s activities and affects the Bank’s total
earnings.
Monitoring m arket risks and controlling the established fram ework take place on a daily basis and the Executive Board is notified of
deviations im m ediately.
vestjyskBANK is working with various types of risk in the m arket risk area: Interest rate, foreign exchange and other price risks,
including equity risk and risks related to the use of derivative financialinstrum ents. The m ost significant aspects of the various types
are setoutin Notes 44–48 of the AnnualReport.
Credit risk:
The issuance of creditis a highly significantpartof vestjyskBANK’s business area.
Creditrisk is the risk thata counterparty is unable or unwilling to satisfy his or her obligations and thatthe security provided does not
sufficiently cover the obligations in question. Illiquidity or value im pairm ents for provided collateralm ay result in losses and increase
the need forim pairm ents and provisions.
An increase in the Bank’s credit risks m ay incur losses for the Bank or result in im pairm ent needs, risk definite losses on already
im paired com m itm ents orincrease the need form easures to im prove capitaladequacy.
The Bank's risk assessm entgreatly relies on case-by-case assessm ents by hum an beings as to whether custom er can/willm eettheir
obligations and whetherthe requisite value and collaterals are present.
Operational risk:
Risk of losses attributable to internal and external conditions caused by inappropriate or defective internal procedures, hum an or
system -related errors as wellas externalconditions, including legalrisks. These conditions are described in detailin Note 51 of the
AnnualReport.
Liquidityrisk:
The risk thatthe Bank willbe unable to pay its liabilities drawing on its regularliquidity reserves.
The Bank has as its objective a liquidity surplus of at least 50 percent m easured in relation to statutory requirem ents. The Bank’s
liquidity risk and cash resources are detailed in Note 49 of the AnnualReport.
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Note
2 Risk conditions and risk m anagem ent (continued)
Business risk:
The risk of losses caused by changes in externalconditions orevents thatharm the Bank’s reputation orearnings.
A good relationship with the Bank’s stakeholders—shareholders, custom ers, suppliers, em ployees and therefore also the com m unities
in which the Bank is active—is considered the cornerstone of the Bank’s continued success and growth opportunities.
Capital base risk:
The risk of losses as a result of the Bank’s not having sufficient capitalto m eet solvency requirem ents and solvency needs, if this is
greater.
The Bank’s capitalbase is recognised under the Danish FinancialBusiness Act, and at year-end 2012, it totalled TDKK 2,782,339
after deductions. W eighted item s totalled TDKK 25,594,799; the Bank’s solvency ratio—recognised under sec 124(2) of the Danish
FinancialBusiness Act—therefore stood at10.9%.
W ith a solvency need of 10.0% atyear-end 2012, the surplus solvency was 0.9 percentage point, or TDKK 221,831. Surplus funding
is considered sm all.
The core capitalratio atyear-end 2012 stood at5.4%, which is a m easure of the Bank’s reliance on subordinated loan capital—thus
a highercore capitalratio is wanted.
The capitalis assessed to be sufficient, butitis also Managem ent’s assessm entthatthere is a need for a strengthening in the future
to reduce ourvulnerability to future losses and changes to the capitalrules.
Thus, the Bank will seek to strengthen the com position of the Group’s subordinated capital by exercising its rights to convert
governm enthybrid capitalto share capitalin partorin full.
The capital base is m onitored on an ongoing basis, and the Supervisory Board receives m onthly reports based on established
guidelines.
Uncertainties related to recognition and measurement
The m ost m aterial uncertainties related to recognition and m easurem ent are associated with im pairm ents of loans and provisions
against guarantees. In addition to that, there are uncertainties related to the Bank’s owner-occupied and investm ent properties,
acquired assets and financialinstrum ents.
Over the course of 2012, the Bank’s Managem ent determ ined that the Bank’s business processes and internal procedures were
insufficientforensuring the propercredit-related treatm entof the Bank’s com m itm ents forthe tim ely assessm entand determ ination of
im pairm entneeds. Furtherm ore, the practices notified by the Danish FinancialSupervisory Authority for the valuation of realestate had
also not been sufficiently im plem ented in the Bank’s notional projections of the size of necessary im pairm ents. Furtherm ore, the
practices notified by the Danish Financial Supervisory Authority for the valuation of real estate had also not been sufficiently
im plem ented in the Bank’s projections of the size of necessary im pairm ents.
However, in Managem ent’s opinon, the Bank’s assessm entand determ ination of the need for im pairm ents as at 31 Decem ber 2012
substantially conform with the Financial Supervisory Authority’s guidelines and reflect the risk of losses associated with the current
econom ic clim ate.
However, because a num ber of efforts to im prove the Bank’s overall credit quality—including the developm ent of additional
m anagem ent tools—were only im plem ented in the latter half of 2012, the m easurem ent of certain loans and other guarantee
com m itm ents are stillsubjectto m aterialuncertainty. Additionally, there is stillconsiderable uncertainty with respectto changes in the
generaleconom y, nationally and globally.
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Note
2 Risk conditions and risk m anagem ent (continued)
Capitalstructure—
ure—going concern
It is assum ed for the presentation of accounts about the Bank’s going concern that the Group willhave sufficient capitalresources to
coverfuture capitalneeds.
The determ ination of solvency and solvency am ounts is described in the Managem ent’s Review. The Bank’s outlook for 2013 and its
action plan are described in the Managem ent’s Review on page 18.
Based on expectations for an unchanged econom ic clim ate, it is viewed as realistic—in the context of the review perform ed of the
Bank’s loan portfolio—that the Bank’s need for im pairm ents willdecline m arkedly in 2013. Managem ent also expects to be able to
m aintain core earnings before im pairm ents ataround DKK 500 m illion.
In this context the capitalis assessed to be sufficient, but it is also Managem ent’s assessm ent that there is a need for future strengthening to reduce ourvulnerability to future losses and changes to the rules relating to capitalincluding the new BaselIII/CRD IV rules.
If Managem ent's expectations for core earnings and m aterially lower im pairm ents are not substantially realised or if m aterial,
unexpected negative events transpire, this m ay ultim ately m ean that the Bank willlose its license to conduct banking activities or be
forced to entersettlem ents with a resulting negative im pacton the Bank’s results, financialposition and going concern.
Risk report 2012
In pursuance of the Danish FinancialBusiness Act, the disclosure requirem ents set out in Colum n III of the Danish Executive Order on
Capital Adequacy as well as other orders, regulations and guidelines, vestjyskBANK is required to provide detailed public disclosure
about risks, capitalstructure, capitaladequacy, risk m anagem ent, etc. Because of this, the Bank has drawn up “Risikorapport 2012”
(Risk Report2012). The reportwillbe published sim ultaneously with the annualreportand be available atvestjyskbank.dk/risikorapport.
Note
3 Credit risk group and parent com pany
Credit risk is the risk that a counterparty is unable or unwilling to satisfy his or her obligations and that the security provided does not
sufficiently coverthe obligations. Creditrisk is a very significantpartof vestjyskBANK’s business area.
Under the Danish Financial Business Act, involvem ent with one custom er or group of consolidated custom ers m ay not exceed 25
percent of the capitalbase. In order to ensure proper diversification across industry segm ent and custom ers, the Bank only accepts
involvem ents exceeding 10 percentof its capitalbase by way of exception. In doing so, in its issuance of creditvestjyskBANK constantly
seeks to ensure that individualinvolvem ents, including with consolidated enterprises, do not present a danger to the existence of the
Bank. Atthe end of 2012, m ajorcom m itm ents totalled 46.1 percentof the capitalbase and consisted of three com m itm ents.
In its general m anagem ent of credit risk, vestjyskBANK works to ensure that it m aintains proper diversification, so that individual
branches, geographic concentration orcertain types of collaterals are notperm itted to form a disproportionately high creditrisk.
Forperform ing creditanalyses of business com m itm ents, vestjyskBANK em phasises thatthe custom er’s business conceptis sound and
sustainable and that the custom er is in possession of the requisite com petencies. An im portant com ponent in the Bank’s credit
analyses is the analysis of custom ers’ financialstatem ents and budgets.
In analysing the creditworthiness of retailcustom ers, the custom er’s disposable funds and his or her assets are the decisive factors.
vestjyskBANK segm ents client com m itm ents into various risk categories, and em ploys various system s to facilitate the correct
segm entation.
Segm entation is an im portantcom ponentin the Bank’s m anagem entof creditrisks.
At year-end 2012, vestjyskBANK’s corporate custom ers accounted for 78 percent of its loans, advances and guarantees; retail
custom ers accounted for22 percent.
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Note
3 Credit risk group and parent com pany (continued)
The Bank’s valuation of collaterals provided for realestate is based on a specific assessm ent of the properties' m arket value in the
context of either a current assessm ent or cost-benefit analysis with an estim ated factor based on the property's location, its use and
alternative applications, layout, creditworthiness of the tenant, length of lease, etc. The value of the Bank’s collaterals in realestate is
therefore associated with significant risk, since changes in m arket conditions m ay result in the need to revaluate the collaterals
provided. Even for com m itm ents where the provided collaterals are sufficientin the Bank's presentassessm ent, going forward there is
a m aterial risk related to the Bank’s loans and guarantees provided to the real estate segm ent, since the provided collaterals and
im pairm entneeds m ay change if the m arketchanges.
Declining sales prices for realestate, including com m ercialproperties, agriculturaland private properties, the generalm arketconditions
or other conditions that lead to declining prices for securities or other collaterals m ay result in declining values for the collaterals
provided to the Bank and thatthe collaterals willthus be insufficientto coverthe custom er’s obligations. If the collaterals are illiquid, the
collaterals m ightnotbe realisable forcovering the custom er's obligations.
The Bank is also exposed to m aterialrisk with respectto the Bank's loans and guarantees within the agriculturalsector, am ong other
things, due to the continued econom ic downtown in the industry segm ent, including declining prices and debtors'inability to pay.The
need forboth individualand group im pairm ents and provisions forcreditcom m itm ents is assessed on an ongoing basis.
The Bank perform s im pairm ents on com m itm ents or groups of com m itm ents that display objective indications of im pairm ent loss, so
that the anticipated loss risk is hedged. Im pairm ents are m ade based on a num ber of general criteria and after preparing a loss
calculation statem ent.
Generally, the Bank does notwish to expand its exposure within the agriculturalsegm entbutexisting agriculturalcustom ers willhave
loan applications reviewed as usual. Farm s thatcan docum enta developm entphase from negative to positive operating results and
whose increased need forbank financing is accom m odated willalso entailheightened risk forthe Bank.
Com m itm ents thatexhibitsigns of weakness due to e.g. poor earnings or a fragile capitalbase are m onitored closely, so thatthe Bank
can intervene in tim e to reduce losses. The Bank perform s im pairm ents in groups based on a segm entation m odeldeveloped by the
industry organisation Association of Local Banks, Savings Banks and Cooperative Banks in Denm ark (Lokale Pengeinstitutter). The
m odelis structured around a num berof m acro-econom ic variables.
The Managem ent is aware that the Bank has a relatively big num ber of custom ers displaying signs of weakness and custom ers with
im pairm ents. If the econom ic clim ate deteiorates further, especially within the agriculturaland realestate sectors, this m ay also have a
m aterialim pacton the Bank’s operating resilts, financialposition and going concern.
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Note
4 Interest incom e,
e, group and parent com pany
Am ounts receivable from creditinstitutions and centralbanks
Loans and otherreceivables
Debtsecurities
Otherinterestincom e
Interestincom e atam ortised cost
Derivative financialinstrum ents
Interestincom e, total
This am ountincludes interestincom e from actualpurchase and resale
transactions recognised under
Am ounts receivable from creditinstitutions and centralbanks
5 Interest expenses
Creditinstitutions and centralbanks
Deposits and otherdebt
Debtsecurities in issue
Subordinated debt
Otherinterestexpenses
Interestexpenses atam ortised cost, total
This am ountincludes interestexpenses from
Actualsales and repurchase transactions recognised underCreditinstitutions
and centralbanks
Tier2 capitalwith step-up clause recognised underSubordinated debt
6 Incom e from fees and com m issions
issions,, group and parent com pany
Securities trading and custody
Money transm ission services
Loan processing fees
Guarantee com m ission
Otherfees am d com m issions
Incom e from fees and com m issions, total
7 Market value adjustm ents,
s , group and parent com pany
Debtsecurities
Equity securities etc.
Totalm arketvalue adjustm ents forsecurities attributed to fairvalue in the
Statem entof Incom e
Exchange rate adjustm entof foreign currency balances
Exchange rate adjustm entof financialinstrum ents
Exchange rate adjustm ent, total
Derivative financialinstrum ents, otheradjustm ents
Assets related to pooled fund schem es
Deposits with pooled fund schem es
Fairvalue hedged lending
Fairvalue hedged borrowing
Gain from repaym entof liabilities m easured atam ortised cost
Marketvalue adjustm ents, total
Totalfairvalue adjustm entforderivative financialcontracts including am ounts
recognised under‘Interestincom e’
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2012
TDKK

2011
TDKK

7,982
1,485,889
78,400
285
1,572,556
46,590
1,619,146

12,133
1,409,214
95,354
535
1,517,236
10,194
1,527,430

16

0

24,871
308,182
192,955
201,044
78
727,130

46,738
238,094
213,496
182,668
35
681,031

10
19,500

0
0

70,738
47,048
89,910
83,419
20,912
312,027

74,033
44,429
69,409
59,444
15,759
263,074

29,810
24,281
54,091

24,471
-22,785
1,686

-56,671
79,760
23,089

-82,913
103,534
20,621

3,213
150,279
-150,279
4,040
-12,757
23,985
95,661

-45,771
-54,898
54,898
8,613
-10,202
0
-25,053

129.563

67.957

Note
8 Other operating incom e,
e, group and parent com pany
Gains on disposalof operating equipm ent
Otherincom e
Operation of investm entproperty
Otheroperating incom e, total
9 Personneland adm inistrative expenses,
expenses, group and parent com pany
Salaries and rem uneration to the Supervisory and Executive Boards
Personnelexpenses
Otherm anagem entexpenses
Personneland m anagem ent expenses, total
Personnelexpenses
W ages and salaries
Pensions
Expenses relating to socialsecurity contributions, payrolltax etc.
Total
Salaries and rem uneration to the Supervisory and Executive Boards and
significant risk takers
Supervisory Board
Fixed rem uneration
Total
Num berof Supervisory Board m em bers, end of the year
Rem uneration of the Supervisory Board:
Supervisory Board Chairm an
Deputy Chairm an
Non-executive m em bers of the Supervisory Board
Supplem entalrem uneration forChairm an of AuditCom m ittee
Executive Board
Vagn Thorsager, Chief Executive Officer
Contractualrem uneration
Pension
Total
MichaelN. Petersen, Managing Director
Contractualrem uneration
Pension
Total
Frank Kristensen, Chief Executive Officer(retired on 1 Oct2011)
Contractualrem uneration
Pension
Term ination benefits, form erchief executive officer
Total
Preben Knudsgaard, Chief Executive Officer(retired on 1 May 2011)
Contractualrem uneration
Pension
Severance pay
Total

2012
TDKK

2011
TDKK

619
9,741
-168
10,192

836
5,515
-6
6,345

19,560
406,740
233,587
659,887

12,870
356,056
221,622
590,548

329,639
38,623
38,478
406,740

282,674
36,414
36,968
356,056

1,562
1,562
8

1,525
1,525
8

300
250
150
50

300
250
150
50

3,557
2
3,559

0
0
0

500
62
562

0
0
0

2,559
514
10,804
13,877

3,392
1,678
0
5,070

0
0
0
0

901
514
4,860
6,275
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Note
9 Personneland adm inistrative expenses,
expenses, group and parent com pany (Continued)
Executive Board, total
Contractualrem uneration
Pension
Term ination benefits, form erchief executive officer
Executive Board, total
Value of perquisites
W ith reference to the term s and conditions forparticipation as setoutin the Act
on State-Funded CapitalInjections into CreditInstitutions (Bankpakke II), please
note thatthe calculation of taxable incom e paym ents to the Executive Board
deducted fortax purposes totalled
No agreem ents have been executed concerning bonus plans, incentive
program m es orsim ilarcom pensation plans.
The Bank is exem ptfrom any and alldefined benefitobligations in respectof the
departure of m em bers of the Executive Board, whetheras a resultof age, illness,
disability orany otherreason.
Pension schem e/annualpension:
Vagn Thorsager:No pension schem e.
MichaelN. Petersen:Defined benefitplan through pension fund. vestjyskBANK
contributes 12.25% of salary.
Other em ployees w ith significant influence on the Bank’s risk profile
Fixed rem uneration
Pension
Severance pay
Total
Num berof em ployees with significantinfluence on the Bank’s risk profile, end of
the year
Pension schem e:
Defined benefitplan through pension fund as wellas prem ium capitalpension.
Annualpension:
vestjyskBANK deposits 12.25 of salaries
The above-m entioned is accordance with the Bank’s Pay Policy, which is
accessible atthe Bank’s website – please referto vestjyskbank.dk/om banken/profil/governance/loenpolitik
10 Auditors’
ors’ fees,
fees, group and parent com pany
Fees forstatutory auditof the annualfinancialstatem ents
Fees forotherassurance engagem ents
Fees fortax advisory services
Fees forotherservices
Auditfees, total
11 Other operating expenses,
expenses, group and parent com pany
Contributions to the Guarantee Fund forDepositors and Investors
Otherexpenses
Otheroperating expenses, total
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2012
TDKK

2011
TDKK

6,616
578
10,804
17,998
282

4,293
2,192
4,860
11,345
244

9,140

5,795

9,089
1,072
4,660
14,821

14,027
1,612
2,600
18,239

15

16

1,456
265
75
5,624
7,420

994
483
33
1,729
3,239

28,292
5,373
33,665

33,622
1,159
34,781

Note
12 Im pairm ents of loans and provisions against guarantees etc.,
c., group and
parent com pany
Individualim pairm ents of loans
Individualim pairm ents of loans and otherreceivables, beginning of the year
Im pairm ents overthe course of the year
Reversalof im pairm ents perform ed in priorfinancialyears
Otherm ovem ents
Previously individually im paired, now definitely lost
Individualim pairm ents of loans and otherreceivables, end of the period
Im pacton operations
Im pairm ents of loans in groups
Im pairm ents of loans and otherreceivables in groups, beginning of the year
Im pairm ents overthe course of the year
Reversalof im pairm ents perform ed in priorfinancialyears
Otherm ovem ents
Im pairm ents of loans and otherreceivables in groups, end of the period
Im pacton operations
Im pairm ents of loans, total
Im pairm ents of loans and otherreceivables, beginning of the year
Im pairm ents overthe course of the year
Reversalof im pairm ents perform ed in priorfinancialyears
Otherm ovem ents
Previously individually im paired, now definitely lost
Im pairm ents of loans and otherreceivables, end of the period
Im pacton operations
Provisions against losses on guarantees and unused credit
com m itm ents
Provisions againstlosses on guarantees and unused creditcom m itm ents,
beginning of the year
Im pairm ents overthe course of the year
Reversalof provisions perform ed in priorfinancialyears
Provisions againstlosses on guarantees and unused creditcom m itm ents,
end of the period
Im pacton operations
Accum ulated im pairm entratio

2012
TDKK

2011
TDKK

2,121,489
1,575,614
-70,991
22,677
-329,599
3,319,190
1,504,623

1,416,918
1,139,347
-208,282
19,258
-245,752
2,121,489
931,065

51,304
9,143
-36,372
12,014
36,089
-27,229

69,912
15,910
-37,153
2,635
51,304
-21,243

2,172,793
1,584,757
-107,363
34,691
-329,599
3,355,279
1,477,394

1,486,830
1,155,257
-245,435
21,893
-245,752
2,172,793
909,822

36,043
34,841
-21,045

10,710
31,882
-6,549

49,839
13,796

36,043
25,333

11.6%

7.8%
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Note
12 Im pairm ents of loans and provisions against guarantees etc.,
c., group and
parent com pany ( continued)
inued)
Am ounts receivable forwhich calculation of interesthas stopped, end of the period
Of which im paired, total
Am ounts receivable forwhich calculation of interesthas stopped, as a percentage
of loans before im pairm ents
Im pairm ents of/provisions for am ounts receivable from credit institutions
Im pairm ents of/provisions foram ounts receivable from creditinstitutions, beginning
of the year
Im pairm ents/provisions overthe course of the period
Reversalof im pairm ents perform ed in priorfinancialyears
Im pairm ents of/provisions foram ounts receivable from creditinstitutions, end of the
period
Im pacton operations
Im pacton operations, total
Lost, where individualim pairm ents/provisions have notbeen m ade
Included in previously written-off debts
Im pairm entof loans and guarantee debtors, etc., total
Interestincom e on written-down loans is offsetin im pairm ents by
13 Tax, group and parent com pany
Tax on incom e (loss) forthe year
Deferred tax
Im pairm entof deferred tax assets, 31 Dec 2012
Readjustm entof tax forprevious years
Tax, total
Allocated as follows:
Tax on incom e forthe year
Tax on othertotalcom prehensive incom e
Tax, total
Effective tax rate:
Applicable tax rate
Adjustm ents to this:
Non-deductible expenses
Non-taxable incom e
Property depreciation and adjustm ents pertaining to sale
Adjustm entof tax forprevious years
Effective tax rate, total
2012 notstated due to im pairm entof deferred tax asset.
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2012
TDKK

2011
TDKK

2,025,471
1,395,861

1,308,665
916,650

8.4%

5.5%

1,081
637
-675

413
1,081
-413

1,043
-38

1,081
668

1,491,152
29,444
-5,841
1,514,755
49,266

935,823
54,456
-5,410
984,869
24,529

0
-284,750
588,096
0
303,346

121
-137,311
0
537
-136,653

299,408
3,938
303,346

-136,140
-513
-136,653
25.0%
-0.3%
0.1%
-0.3%
-0.1%
24.4%

Note
14 Intangible assets group and parent com pany
Goodw ill
Totalacquisition price, beginning of the period
Addition due to m ergerwith Aarhus Lokalbank
Totalacquisition price, end of the period
Im pairm ents, beginning of the period

2012
TDKK

2011
TDKK

96,590
111,074
207,664
0
207,664
207,664
0

96,590
0
96,590
0
0
0
96,590

Im pairm ents, end of the period
Recognised holding, end of the period
Custom er relations
Totalacquisition price, beginning of the period
14,964
14,964
Totalacquisition price, end of the period
14,964
14,964
Am ortisations and im pairm ents, beginning of the period
4,489
2,992
Am ortisations and im pairm ents forthe period
1,497
1,497
Am ortisations and im pairm ents, end of the period
5,986
4,489
Recognised holding, end of the period
8,978
10,475
Intangible assets, total
8,978
107,065
Goodwilland custom er relations are derived from the acquisition of Bonusbanken in 2008 and the m erger with Aarhus Lokalbank in
2012. Their activities have been fully integrated into the activities of vestjyskBANK and therefore cannot be attributed to any separate
activity whose returns are m onitored in the internal m anagem ent reporting. This is the reason goodwill has been attributed to the
Com pany as a whole.
As a resultof the continued, significantim pairm ents on loans, the Bank has re-assessed the assum ptions forthe budgets and forecasts
on which the im pairm ent test is based. This re-assessm ent has concluded that there is no basis for m aintaining any am ount of
goodwill. The com bined goodwillof DKK 208 m illion has therefore been im paired. The required rate of return after tax 10% is sim ilar to
2011.

An nu al Rep ort

57

Consolidated FinancialStatem ents
Notes

Note
15 Investm ent property
Fairvalue, beginning of the year
Carried forward from owner-occupied property
Disposals during the year
Fairvalue adjustm entforthe year
Fairvalue, end of the year
Rentalincom e
Operating expenses on properties generating rentalincom e
The fairvalue is determ ined using the rate of return m ethod. Operating incom e is
com posed of realised rentalincom e and expenses paid. A rate of return requirem entof 6% has been applied.
16 Ow nerner-occupied property
Cost price
Costprice, beginning of the year
Additions
Disposals
Carried forward to investm entproperty
Totalcostprice, end of the period
Depreciations
Depreciations, beginning of the year
Depreciations forthe period
Depreciations reversed through disposals, forthe period
Depreciations, end of the period
Carrying am ount, end of the period
17 Other property, plant and equipm ent
Costprice
Costprice, beginning of the year
Additions during the year
Disposals during the year
Totalcostprice, end of the year
Depreciations
Depreciations, beginning of the year
Depreciations forthe year
Depreciations forthe yearon sold and scrapped assets
Reversals forthe yearof im pairm entlosses forprevious years and reversalof the
overalldepreciation and im pairm entlosses on assets sold orretired from
operations during the year.
Totaldepreciations, end of the year
Carrying am ount, end of the year

58

An n u al Rep ort

2012
TDKK

2011
TDKK

1,492
3,930
3,930
-280
1,212
0
0

3,926
2,640
5,074
0
1,492
212
-265

382,140
45,917
0
4,099
423,958

372,251
12,600
0
2,711
382,140

14,738
5,441
168
20,011
403,947

9,782
5,027
71
14,738
367,402

31,908
9,696
6,295
35,309

31,421
7,472
6,985
31,908

19,825
7,672
386

17,889
8,418
132

5,235
22,648
12,661

6,614
19,825
12,083

Note
18 Deferred tax assets/liabilities, group and parent com pany
As described in Note 14, the Bank has reassessed its assum ptions forbudgets and
forecasts forthe com ing years. This has given rise to a reassessm entof the Bank’s
ability to exercise the tax assets prim arily derived from tax losses. As a resultof
the increased uncertainty, the tax assets have been im paired to zero for
precautionary reasons.
Deferred tax, 1 Jan 2012
Deferred tax forthe year
Im pairm entof deferred tax assets, 31 Dec 2012
Deferred tax asset, 31 Dec 2012
Deferred tax assets/liabilities are specified as follow s:
Loans and otherreceivables
Intangible assests as wellas property, plantand equipm entand intangible assets
Provisions forliabilities
Tax loss
Others
Deferred tax assets (-)/tax liabilities, total
2012 notstated due to im pairm entof deferred tax asset.
19 Other assets
Positive m arketvalue of derivative financialinstrum ents
Interestand com m ission receivable
Otherassets
Otherassets, total
20 Asset item s falling due one year or later from the reporting date
Am ounts receivable from creditinstitutions and centralbanks
Loans and otherreceivables atam ortised cost
Debtsecurities atfairvalue
Otherassets
Assetitem s falling due one yearorlaterfrom the reporting date, total
21 Provisions
Provisions againstlosses on guarantees and unused creditcom m itm ents
Otherprovisions
Provisions, total
22 Other liabilities
Negative m arketvalue of derivative financialinstrum ents
Various creditors
Interestand com m ission payable
Otherliabilities
Otherliabilities, total

2012
TDKK

2011
TDKK

303,346
284,750
-588,096
0

166,550
136,796
0
303,346
-3,612
17,090
-5,354
-322,764
11,294
-303,346

648,042
66,242
223,907
938,191

526,519
45,891
219,596
792,006

8,341
8,497,651
6,535,886
166,711
15,208,589

77,908
8,605,553
2,721,122
168,879
11,573,462

49,839
3,438
53,277

36,043
0
36,043

240,395
149,237
113,419
68,590
571,641

205,979
125,292
93,792
35,941
461,004
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Note
23 Subordinated debt
Tier 2 capital
Tier2 capitalfalls due between 16 May 2014 and 28 June 2020 with an option
to prepay rem aining in effectuntil28 June 2017, subjectto approvalby the
Danish FinancialSupervisory Authority. The capitalaccrues interestat1.750 9.500% with a step-up clause afterthe prepaym entdate.
In 2012, the Bank repaid a totalof NOK 79 m illion in tier2 capitalatan average
price of 47.60, cf.Com pany Notice of 21 Decem ber2012.
Tier2 capital, total
Hybrid core capital
Hybrid core capitalof DKK 100 m illion
The capitalaccrues interestata fixed 4.765%. There is no due date.
There is an option of prepaym ent, subjectto the approvalof the Danish Financial
Supervisory Authority, on 15 Novem ber2015.
Hybrid core capitalof DKK 75 m illion
The capitalaccrues interestata fixed 5.000%. There is no due date.
There is an option of prepaym ent, subjectto the approvalof the Danish Financial
Supervisory Authority, on 30 June 2016.
Hybrid core capitalof DKK 50 m illion
The capitalaccrues interestata fixed 5.440%. There is no due date.
There is an option of prepaym ent, subjectto the approvalof the Danish Financial
Supervisory Authority, on 1 May 2016.
Hybrid core capitalof DKK 1,150.4 m illion
DKK 34.7 m illion is subjectto a conversion duty, if the Bank does notm eetthe
solvency requirem ent, orif, in the opinion of the Danish FinancialSupervisory
Authority, there is an im m inentrisk thatthe Bank does notm eetthe solvency
requirem ent.
The capitalaccrues interestata fixed 9.943%. There is no due date.
An option of prepaym entexists, subjectto approvalby the Danish Financial
Supervisory Authority, from 25 August2012 to 24 August2014 atpar, from 25
August2014 to 24 August2015 ata price of DKK 105 per100, and from 25
August2015 and thereafterata price of DKK 110 per100.
Prem ium s are recognised and am ortised according to theirexpected settlem ent
date.
During Q1 2012 hybrid core capitalof DKK 287.6 m illion has been converted
into share capital.
Hybrid core capitalof DKK 35.6 m illion
The capitalaccrues interestata fixed 11.11%. There is no due date.
Prepaym entcan be m ade, subjectto the approvalof the Danish Financial
Supervisory Authority, from 24 Decem ber2012 to 23 Decem ber2014 atprice
105 per100, from 24 Decem ber2014 onwards atprice 110 per100.
Prem ium s are recognised and am ortised according to theirexpected settlem ent
date.
Hybrid capital, total
Subordinated debt, total
Subordinated debtthatcan be included in the capitalbase
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2012
TDKK

2011
TDKK

931,511

596,198

931,511

596,198

107,573

107,031

75,000

0

50,000

0

1,184,568

1,459,757

35,402

0

1,452,543
2,384,054
1,929,870

1,566,788
2,162,986
2,082,686

Note
24 Share capital, group and parent com pany
Share capital, beginning of the year
Shares issued upon conversion of hybrid capital
Shares issued upon m erger
Capitalinjection from issue of shares
Share capital, total
Num berof equity shares of DKK 10 each
Num ber of ow n equity securities, beginning of the year
Num berof own equity securities in 1,000 unitlots
Nom inalvalue in DKK 1,000
Percentage of the share capital
Additions
Purchased own equity securities in 1,000 unitlots
Nom inalvalue in DKK 1,000
Percentage of the share capital
Totalpurchase price in DKK 1,000
Disposals
Disposalof own equity securities in 1,000 unitlots
Nom inalvalue in DKK 1,000
Percentage of the share capital
Totalselling price in DKK 1,000
Num ber of ow n equity securities, end of the period
Num berof own equity securities in 1,000 unitlots
Nom inalvalue in DKK 1,000
Percentage of the share capital
The Bank’s trade in its own equity securities takes place as partof its
regulartrade in equity securities.
As a resultof the Bank's receiving governm enthybrid core capital—in
addition to its issuance of debtsecurities underthe individualgovernm ent
guarantee—dividends m ay only be paid as of 1 October2010, provided
they can be financed from currentprofits. Revaluation reserves included in
equity m ay notbe used forpaym entof dividends.
25 Basic earnings per share
Netprofit/loss forthe year
Average num berof equity securities
Average num berof own equity securities
Average num berof equity securities outstanding
Potentialequity shares with dilutive effect
Average num berof equity securities outstanding (diluted)
Basic earnings pershare
Diluted earnings pershare

2012
TDKK

2011
TDKK

125,000
141,780
39,664
306,445
612,889

125,000
0
0
0
125,000

61,288,878

12,500,000

185
1,852
0.3%

99
993
0.8%

2,936
29,361
4.8%
52,962

1,802
18,023
14.4%
76,437

2,947
29,466
4.8%
53,190

1,716
17,164
13.7%
73,198

174
1,747
0.3%

185
1,852
1.5%

-1,448,524
36,894,450
177,525
36,716,925
0
36,716,925
-39.45
-39.45

-422,636
12,500,000
149,092
12,350,908
0
12,350,908
-34.22
-34.22
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Note
26 Liabilities falling due one year or later from the reporting date
Am ounts owed to creditinstitutions
Deposits
Debtsecurities in issue atam ortised cost
Otherliabilities
Subordinated debt
Liabilities falling due one yearorlaterfrom the reporting date, total
27 Contingent liabilities,
ies, group and parent com pany
Financialguarantee contracts
Loss guarantees form ortgage loans
Registration and conversion guarantees
Othercontingentliabilities
Contingentliabilities, total
'Othercontingentliabilities'include, am ong otherthings, perform ance bonds,
delivery guarantees as wellas provisions of endem nity in relation to the
Guarantee Fund forDepositors and Investors (Indskydergarantifonden) etc.
28 Other binding agreem ents
Otherliabitlities
Otherbinding agreem ents, total
29 The difference betw een presenting financialstatem ents under IFRS and
Executive Order on the Presentation of FinancialStatem ents
Profit/loss forthe year, as presented underIFRS
Owner-occupied property, m ajordepreciation and im pairm entlosses
Profit/loss forthe year, as presented underExecutive Orderon the
Presentation of FinancialStatem ents
Equity underIFRS
Owner-occupied property, accum ulated depreciation and im pairm entlosses
Equity underExecutive Orderon the Presentation of FinancialStatem ents
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2012
TDKK

2011
TDKK

3,268,894
5,405,163
18,071
23,297
2,384,054
11,099,479

355,006
6,209,554
7,923,156
20,818
2,162,986
16,671,520

1,368,854
1,814,473
540,606
1,429,718
5,153,651

1,272,894
1,139,977
557,904
1,382,493
4,353,268

5,179
5,179

4,822
4,822

-1,448,524
869

-422,636
11,048

-1,449,393
991,655
16,490
975,165

-433,684
1,733,337
39,806
1,693,531

Note
30 Capitalrequirem ents
Equity underExecutive Orderon the Presentation of FinancialStatem ents
Revaluation reserves
Intangible assets
Deferred capitalised tax assets
Otherdeductions from the core capital
Hybrid core capital
Core capitalafterstatutory deductions
Subordinated loan capital
Revaluation reserves
Hybrid core capital
Capitalbase before deductions
Deductions from the capitalbase
Capitalbase afterdeductions
W eighted item s, total
Core capitalafterstatutory deductions as a percentage of weighted item s, total
Solvency ratio according to sec 124(2) of the Danish FinancialBusiness Act
Solvency reguirem entaccording to sec 124(2) of the Danish FinancialBusiness Act
31 Security pledged,
edged, group and parent com pany
Creditinstitutions:
Margin accounts pledged as security in relation to financialinstrum ents
Loans:
Pledged as security forcreditfacility with Danm arks Nationalbank
Collateralbasis
Collateralvalue
Of which pledged
Debtsecurities:
Pledged as security forcreditfacility with Danm arks Nationalbank
Totalnom inalvalue
Totalm arketvalue
Of which pledged

2012
TDKK

2011
TDKK

975,165
-55,433
-8,978
0
-56,859
540,434
1,394,329
477,327
55,433
912,109
2,839,198
-56,859
2,782,339

1,693,531
-30,848
-107,065
-303,346
-85,677
1,175,344
2,341,939
515,898
30,848
391,444
3,280,129
-85,677
3,194,452

25,594,799

25,661,641

5.4%
10.9%
8.0%

9.1%
12,4%
8.0%

108,158

123,578

3,208,826
2,085,737
2,085,737

0
0
0

2,394,206
2,393,649
915,780

814,263
818,089
0
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2012
2011
Note
TDKK
TDKK
32 Related parties,
ies, group and parent com pany
vestjyskBANK’s related parties with significantinfluence com prise the Bank’s
Supervisory and Executive Boards, seniorexecutives and relatives of these
individuals. Overthe course of the year, the Bank has conducted norm altrade on
arm ’s-length term s with PeterMortensen, butcher, and with KajBech A/S, an
enterprise wholly owned by DirectorAnders Bech.
Purchases from KajBech A/S
255
78
Shareholdings of m in. 5% of the Bank's share capital(1,000):
The Danish State
32,017
FinancialStability Com pany (wholly owned by the Danish State)
1,291
Total
33,308
The Danish State’s percentage interestof the Bank’s share capital
54.3%
The Danish State is considered a related party with controlling influence.
The Bank has conducted the following transactions with the Danish State:
In 2012, hybrid core capitalwith a principalof DKK 296.3 m illion was converted to share in the Bank ata nom inalvalue of DKK 141.8
m illion.
New issue of 16,654,325 shares ata price of DKK 10.4.
Hybrid core capital, cf.Note 23:
PrincipalDKK 1,150.4 m illion – interest9.943%
PrincipalDKK 35.6 m illion – interest11.11%
Interestexpense forhybrid core capitalstood atDKK 101.7 m illion.
Paym entguarantee forissued bonds of DKK 6.8 billion. Guarantee provision represents DKK 62.3 m illion.
Size of loans, pledges, sureties or guarantees established for m em bers of
the institution's
Executive Board
100
100
Supervisory Board
58,958
59,211
During the course of 2011 no furthercom m itm ents have been granted to the
Supervisory Board
Allcom m itm ents are provided on arm 's-length term s.
Interestrate:
Executive Board
0% *
0% *
Supervisory Board
2.825%** - 6.10%
3.29%**-6.25%
*) MasterCard
* Secured by corresponding deposits
Security pledges established for m em bers of the institution's:
Executive Board
0
0
Supervisory Board
19,299
15,455
Apartfrom whatis considered norm alm anagem entrem uneration, no
transactions have been carried outwith related parties during the fiscalyear.
33 Group overview , group and parent com pany
Consolidated subsidiaries
CenterFinansiering A/S with principaloffice in Lem vig Municipality
Share capital:
500
Profit/loss:
1
Equity:
717
CenterFinansiering A/S is directly and wholly owned by vestjyskBANK.
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Note
34 Com pany acquisitions, group and parent com pany
vestjyskBANK and Aarhus Lokalbank m erged on 30 March 2012. The m ergerwas
recognised in the accounts as atthe acquisition date.
Fairvalue of acquired netassets
Cash in hand and dem and deposits with centralbanks
Am ounts receivable from creditinstitutions and centralbanks
Loans and otherreceivables
Debtsecurities
Equity securities
Land and buildings
Othertangible assets
Otherassets
Assets, total
Am ounts owed to creditinstitutions
Deposits
Debtsecurities in issue
Otherliabilities
Subordinated debt
Liabilities, total
Acquired netassets
Purchase price:3.966 m illion shares in vestjyskBANK atprice DKK 24,18 (quoted
price at30 March 2012)
Goodwill
Goodwillcan be attributed both to the expected extension of governm entissued
guarantees forbond issues obtained by Vestjysk Bank and to the expected cost
synergies.
Goodwillis tax deductible, since the m ergerwith Aarhus Lokalbank was executed as
a tax liable m erger.
No regulations have subsequently been carried outforthe purchase sum allocation.
Acquired loans:
Nom inalvalue
Im pairm entof com m itm ents and otherregulations related to creditrisks
Total
If the m ergerhad been executed at1 Jan 2012, vestjyskBANK’s netinterestand fee
incom e would have totalled:
and the results would have stood at
In estim ating results, the effectof the acquisition and related revaluations has not
been taken into account.
Transaction costs related to the m ergerhave been recognised underOther
adm inistrative expenses atDKK 11.3 m illion.

2012
TDKK

2011
TDKK

106,623
618,361
2,838,908
388,746
63,232
41,944
3,307
70,830
4,131,951
26,031
2,277,563
1,328,787
157,754
356,980
4,147,115
-15,164
95,910
111,074

3,352,550
513,642
2,838,908

1,206,181
-1,449,184
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Note
35 Fair value of financialassets and liabilities
Financialinstrum ents are m easured in the Statem entof FinancialPosition attheirfairvalue oram ortised cost.
Fair value is the am ount for which a financial asset can be traded or a financial liability settled between parties in an arm 's-length
transaction. For financialassets and liabilities priced in active m arkets, fair value is determ ined on the basis of observed m arketprices
on the reporting date. For financialinstrum ents notpriced in active m arkets, fair value is determ ined on the basis of generally accepted
pricing m ethods.
Equity securities etc. and derivative financialinstrum ents have been m easured attheir fair value in the financialstatem ents so thatthe
recognised values correspond to the fairvalues.
The im pairm entof loans is determ ined to correspond to changes in creditquality. The differentialin respectof fair values is assessed
to be received fees and com m issions, interestreceivable thatdoes notfalldue untilafter the end of the financialreporting period, and,
for fixed-rate loans, also m arketvalue adjustm ents linked to the interestrate level. In case of a transfer of the loan portfolio in fullor in
part, the fairvalue would be lower.
The fair value for am ounts receivable from credit institutions and central banks is determ ined by applying the sam e m ethod as for
loans.
Debt securities in issue and subordinated debt are m easured at am ortised cost. The difference between the carrying am ount and the
fair value is determ ined to be interestpayable thatdoes notfalldue untilafter the end of the financialreporting period as wellas costs
and prem ium s am ortised over the life of the loan and, for fixed-rate debt securities in issue, also m arket value adjustm ents linked to
the interestrate level.
For floating-rate financialliabilities in the form of deposits and debtto creditinstitutions m easured atam ortised cost, the differentialin
respectof fairvalues is estim ated to be interestpayable thatdoes notfalldue untilafterthe end of the financialreporting period.
For fixed-rate financialliabilities in the form of deposits and debt to credit institutions m easured at am ortised cost, the differentialin
respect of fair values is estim ated to be interest payable that does notfalldue untilafter the end of the financialreporting period and
the m arketvalue adjustm ents linked to the interestrate level.
Forfinancialinstrum ents m easured atfairvalue, the basis forestablishing the fairvalue is stated as:
Level1:Observable prices in an active m arketforidenticalinstrum ents
Level2:Valuation m odelbased prim arily on observable m arketdata
Level3:Valuation m odelthat, to a significantdegree, is based on non-observable m arketdata
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Note
35 Financialassets ( continued)
inued)
Loans and receivables
Cash in hand and dem and deposits with centralbanks
Am ounts receivable from creditinstitutions and centralbanks
Loans
Loans and receivables, total
Attributed to fair value in the Statem ent of Incom e
Debtsecurities atfairvalue (Level1)
Listed equity securities (Level1)
Unlisted equity securities etc. (Level3)
Attributed to fairvalue in the Statem entof Incom e, total
Trading portfolio
Derivative financialinstrum ents (Level2)
Trading portfolio, total
Financialliabilities
Financialliabilities at am ortised cost
Am ounts owed to creditinstitutions and centralbanks
Deposits
Debtsecurities in issue
Subordinated debt
Financialliabilities atam ortised cost, total
Trading portfolio
Derivative financialinstrum ents (Level2)
Trading portfolio, total
Changes in financialassets belonging to Level3:
Beginning of the year
Additions
Disposals
Fairvalue adjustm entincluded in m arketvalue adjustm ents
End of the year
Value adjustm entduring the course of the period of financial
assets in the portfolio totals

2012 TDKK
Carrying
am ount

2012 TDKK
Fairvalue

2011 TDKK
Carrying
am ount

2011 TDKK
Fairvalue

1,232,087
456,065
20,696,873
22,385,025

1,232,087
456,137
20,713,415
22,401,639

666,076
730,792
21,715,932
23,112,800

666,076
731,058
21,739,586
23,136,720

7,271,083
31,054
422,012
7,724,149

7,271,137
31,054
422,012
7,724,203

2,909,038
58,366
496,051
3,463,455

2,909,038
58,366
496,051
3,463,455

648,042
648,042

648,042
648,042

526,519
526,519

526,519
526,519

3,926,024
16,800,880
6,781,980
2,384,054
29,892,938

3,926,066
16,798,546
6,812,725
2,371,316
29,908,653

1,929,734
13,925,039
7,927,786
2,162,986
25,945,545

1,933,409
13,920,940
7,971,865
2,160,891
25,987,105

240,395
240,395

240,395
240,395

205,979
205,979

205,979
205,979

496,051
56,726
130,970
205
422,012

466,753
30,912
1,400
-214
496,051

10,081

-816
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36 Credit exposure,
exposure, group and parent com pany
The Bank’s credit exposure is com posed of the follow ing assets and item s
not recognised in the Statem ent of FinancialPosition:
Am ounts receivable from centralbanks
Am ounts receivable from creditinstitutions
Debtsecurities
Loans
Item s notrecognised in the Statem entof FinancialPosition:
Financialguarantees
Non-unconditionalcreditcom m itm ents
Total
Of which recognised in the Statem entof FinancialPosition
Credit institutions
The item ‘Am ounts receivable from centralbanks’ solely pertains to Danm arks
Nationalbank.
‘Am ounts receivable from creditinstitutions’ pertain to receivables from a num berof
creditinstitutions located in Denm ark and abroad. Am ounts receivable from credit
institutions abroad representa very lim ited portion.
‘Am ounts receivable from creditinstitutions’ pertain to receivables from a num berof
creditinstitutions located in Denm ark and abroad. Am ounts receivable from credit
institutions abroad representa very lim ited portion.
Am ounts receivable from individualinstitutions in excess of DKK 5 m illion
Creditinstitutions ortheirsubsidiaries rated, ata m inim um , A+
Creditinstitutions ortheirsubsidiaries rated A and lower
Unrated creditinstitutions ortheirsubsidiaries
Total
Debt securities by rating categories
AAA
AA+ to AAA+ to ABBB+ to BBBBB+ and lower
No rating
Debtsecurities, total
Debt securities by issuers
Mortgage-creditbonds
Governm entbonds
Otherdebtsecurities
Debtsecurities, total
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2012
TDKK

2011
TDKK

1,125,999
457,108
7,271,083
24,052,152

820,007
480,806
2,909,038
23,888,675

3,195,302
5,163,402
41,265,046
32,906,342

2,427,904
4,948,816
35,475,246
28,098,526

182,288
23,461
192,000
397,749

123,432
131,462
200,385
455,279

6,347,343
0
290,883
619,548
8,411
4,898
7,271,083

2,186,782
50,811
536,093
0
122,643
12,709
2,909,038

6,748,532
0
522,551
7,271,083

2,623,589
1
285,448
2,909,038

2012
2011
Note
TDKK
TDKK
36 Credit exposure,
exposure, group and parent com pany ( continued)
inued)
Loans, guarantees and credit com m itm ents by industry
segm ents
Public authorities
27.327
25.183
Business:
Agriculture, hunting, forestry and fishery
6.503.158
6.002.104
Manufacturing industry and raw m aterialextraction
1.265.475
1.295.480
Energy supply
2.443.506
2.840.810
Construction and civilengineering contractors
1.095.730
1.125.472
Trade
2.274.791
2.398.255
Transportation, hotels and restaurantbusinesses
1.250.649
1.233.083
Inform ation and com m unication
138.374
131.956
1.974.904
2.148.413
Creditand financing institutes and insurance businesses
Realestate
6.396.351
4.972.754
Otherbusiness
1.805.010
1.831.665
Business, total
25.147.948
23.979.992
Retail
7.235.581
7.260.220
Loans, guarantees and creditcom m itm ents, total
32.410.856
31.265.395
37 Collaterals,
s, group and parent com pany
The Bank holds a charge on financed assetform ostof its business com m itm ents, which is the reason the m ostcom m on collaterals are
m ortgages secured in realproperty, ships, wind turbines, m otorvehicles, m ovable property, securities and floating charges. Owner's
sureties and personalinsurance also constitute a large share of the collateralheld by the Bank.
The Bank holds charges in financed assets form ostof its retailcustom ercom m itm ents which is the reason the m ostcom m on collaterals
are m ortgages secured in realproperty and in m otorvehicles.
The Bank continuously perform s assessm ents of pledged collateral. Valuations are porform ed on the basis of the fairvalue of the asset, les
the m argin forcovering costs related to realisation, selling period costs as wellas rebates. Som e collaterals are assessed forprecautionary
and practialreasons notto have any value; thus, the figures listed below m ay notnecessarily be taken to representthe collaterals'actual
value.
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37 Collaterals distributed by type (continued)
Charges
held in
properties
and wind
turbines
2012 TDKK
Business:
Agriculture, hunting, forestry and fishery
Manufacturing industry and raw m aterial
extraction
Energy supply
Construction and civilengineering
contractors
Trade
Transportation, hotels and restaurant
Inform ation and com m unication
Creditand financing institutes and
insurance businesses
Realestate
Otherbusiness
Business, total
Retail
Total

2011 TDKK
Business:
Agriculture, hunting, forestry and fishery
Manufacturing industry and raw m aterial
extraction
Energy supply
Construction and civilengineering
contractors
Trade
Transportation, hotels and restaurant
Inform ation and com m unication
Creditand financing institutes and
insurance businesses
Realestate
Otherbusiness
Business, total
Retail
Total
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Rightof Charges held Securities
substitution
in m ovable
forsecurity
property,
provided on m otorvehicles,
property
operating
equipm ent,
ships etc.

Bank
accounts

Other

Total

1,499,548

44,127

404,123

73,786

24,032

51,038

2,096,654

59,828
480,321

20,690
18,133

45,584
64,705

2,283
152,799

2,666
19,087

30,864
324,349

161,915
1,059,394

176,061
130,632
150,927
14,538

52,535
63,456
199,319
1,926

46,028
124,663
111,377
3,209

4,716
19,174
15,197
17,806

16,477
35,006
4,437
56

0
5,612
3,816
408

295,817
378,543
485,073
37,943

369,569
2,174,015
161,092
5,216,531
1,172,302
6,388,833

47,723
378,552
64,836
891,297
253,964
1,145,261

4,611
14,714
42,961
861,975
209,852
1,071,827

224,189
82,949
62,281
655,180
292,362
947,542

12,203
89,870
48,062
251,896
108,875
360,771

Charges
held in
properties
and wind
turbines

Rightof Charges held Securities
substitution
in m ovable
forsecurity
property,
provided on m otorvehicles,
property
operating
equipm ent,
ships etc.

Bank
accounts

Other

15,986
674,281
62,777 2,802,877
7,261
386,493
502,111 8,378,990
45,442 2,082,797
547,553 10,461,787
Total

1,459,248

30,106

364,297

75,611

22,453

19,244

1,970,959

113,120
394,275

23,927
66,771

144,977
54,068

4,012
41,255

2,944
9,589

54,380
875,640

343,360
1,441,598

224,586
195,621
183,204
16,606

79,911
68,140
91,006
4,439

31,408
206,716
74,115
3,331

15,146
22,233
16,578
11,106

22,742
35,058
5,031
740

24,983
8,733
41,585
1,287

398,776
536,501
411,519
37,509

435,530
2,092,662
248,965
5,363,817
1,259,287
6,623,104

135,139
199,378
130,388
829,205
148,659
977,864

9,046
12,713
62,344
963,015
334,934
1,297,949

150,912
61,975
70,521
469,349
227,605
696,954

11,154
92,585
36,202
238,498
137,982
376,480

143,534
885,315
133,963 2,593,276
6,172
554,592
1,309,521 9,173,405
33,021 2,141,488
1,342,542 11,314,893

Note
38 Credit quality – sum m ary overview - group and parent com pany
Loans as perStatem entof FinancialPosition
Im pairm entof loans
Guarantees as perStatem entof FinancialPosition
Provisions forguarantees
Loans and guarantee debtors, gross
Loans and guarantee debtors where im pairm ents/provisions have been m ade,
cf. Note 41
Loans and guarantee debtors in arrears, cf. Note 40
Loans and guarantee debtors where im pairm ents/provisions have been m ade,
cf. Note 39
Loans and guarantee debtors, gross
Loans and guarantee debtors where im pairm ents/provisions have been m ade,
cf. Note 41
Im pairm ents of loans, cf. Note 12
Provisions forguarantees
Loans and guarantee debtors where im pairm ents/provisions have been m ade
Loans and guarantee debtors in arrears, cf. Note 40
Loans and guarantee debtors notin arrears where im pairm ents/provisions
have notbeen m ade, cf. Note 39
Risk, net
Loans, cf. Statem entof FinancialPosition
Guarantees, cf. Statem entof FinancialPosition
Loans and guarantees, cf. Statem entof FinancialPosition, total

2012 TDKK
20,696,873
3,355,279
5,153,651
43,375
29,249,178

2011 TDKK
21,715,932
2,172,793
4,353,268
24,457
28,266,450

7,494,699
1,410,250

5,137,432
708,984

20,344,229
29,249,178

22,420,034
28,266,450

7,494,699
3,355,279
43,375
4,096,045
1,410,250

5,137,432
2,172,793
24,457
2,940,182
708,984

20,344,229
25,850,524
20,696,873
5,153,651
25,850,524

22,420,034
26,069,200
21,715,932
4,353,268
26,069,200

An nu al Rep ort

71

Consolidated FinancialStatem ents
Notes

Note
39 Credit quality of loans and guarantee debtors that are neither in arrears nor for w hich im pairm ents/provisions have been
m ade,
ade, group and parent com pany
'Loan and guarantee debtors with signs of weakness'refers to loans and guarantee debtors forwhich individualim pairm ents have not
been perform ed butwhich display signs of weakness. 'Signs of weakness'refers to conditions thataffectthe creditrisk assessm entof
the loan negatively. These are loan and guarantee debtors whose creditrating is im paired and therefore closerto being written down.

2012 TDKK
Public authorities
Business:
Agriculture, hunting, forestry and fishery
Manufacturing industry and raw m aterial
extraction
Energy supply
Construction and civilengineering contractors
Trade
Transportation, hotels and restaurantbusinesses
Inform ation and com m unication
Creditand financing institutes and insurance
businesses
Realestate
Otherbusiness
Business, total
Retail
Total
2011 TDKK
Public authorities
Business:
Agriculture, hunting, forestry and fishery
Manufacturing industry and raw m aterial
extraction
Energy supply
Construction and civilengineering contractors
Trade
Transportation, hotels and restaurantbusinesses
Inform ation and com m unication
Creditand financing institutes and insurance
businesses
Realestate
Otherbusiness
Business, total
Retail
Total
72
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Loan + guarantee Loan + guarantee Loan + guarantee
debtors with
debtors with
debtors with
m aterial slightly im paired
norm alcredit
weaknesses, but
creditrating,
rating
without
certain signs of
im pairm ents/
weakness
provisions
0
0
26,933

Am ortised
cost, total

26,933

352,867

853,724

1,700,004

2,906,595

62,257
215,528
146,844
265,022
275,534
16,189

220,891
283,874
198,477
421,948
143,238
6,922

583,842
1,811,859
326,810
848,612
370,371
38,642

866,990
2,311,261
672,131
1,535,582
789,143
61,753

197,319
1,114,003
150,842
2,796,405
1,163,105
3,959,510

234,310
1,358,873
337,705
4,059,962
962,972
5,022,934

528,495
1,122,883
723,219
8,054,737
3,280,115
11,361,785

960,124
3,595,759
1,211,766
14,911,104
5,406,192
20,344,229

0

0

24,891

24,891

528,206

1,084,625

1,919,361

3,532,192

121,083
142,807
154,807
214,365
169,318
15,710

165,532
388,133
213,005
716,531
432,760
9,308

704,908
2,142,764
454,445
946,626
385,107
66,855

991,523
2,673,704
822,257
1,877,522
987,185
91,873

140,555
776,547
137,802
2,401,200
1,110,553
3,511,753

249,870
1,330,627
310,469
4,900,860
941,695
5,842,555

724,455
1,222,597
842,050
9,409,168
3,631,667
13,065,726

1,114,880
3,329,771
1,290,321
16,711,228
5,683,915
22,420,034

Note
40 Distribution by industry segm ent of overdue receivables for loans that have not been w ritten dow n,
n, group and parent com pany
0-30 days
31-60 days
61-90 days
>90 days
Total
TDKK
TDKK
TDKK
TDKK
TDKK
2012
Public authorities
0
0
0
0
0
Business:
Agriculture, hunting, forestry and fishery
42,771
7,400
408
7,315
57,894
Manufacturing industry and raw m aterialextraction
4,178
828
0
13
5,019
Energy supply
2,379
0
115
0
2,494
Construction and civilengineering contractors
7,817
735
0
28
8,580
Trade
10,845
4,543
781
2,494
18,663
Transportation, hotels and restaurantbusinesses
5,480
368
637
102
6,587
Inform ation and com m unication
482
155
3
0
640
Creditand financing institutes and insurance
businesses
5,973
926
2
22
6,923
Realestate
17,115
15,015
17
505
32,652
Otherbusiness
7,915
1,597
109
4,024
13,645
Business, total
104,955
31,567
2,072
14,503
153,097
Retail
21,215
7,429
1,623
1,350
31,617
Arrears, total
126,170
38,996
3,695
15,853
184,714
Loans in arrears, total
1,044,990
314,337
18,786
32,137
1,410,250

2011
Public authorities
Business:
Agriculture, hunting, forestry and fishery
Manufacturing industry and raw m aterialextraction
Energy supply
Construction and civilengineering contractors
Trade
Transportation, hotels and restaurantbusinesses
Inform ation and com m unication
Creditand financing institutes and insurance
businesses
Realestate
Otherbusiness
Business, total
Retail
Arrears, total
Loans in arrears, total

0-30 days
TDKK
0

31-60 days
TDKK
0

61-90 days
TDKK
0

>90 days
TDKK
0

40,491
13,249
4,539
12,745
13,839
13,215
761

2,088
421
0
614
7,039
1,445
16

356
6
0
104
5,544
71
12

82
109
0
48
175
2,060
144

43,017
13,785
4,539
13,511
26,597
16,791
933

10,281
28,194
19,042
156,356
45,560
201,916
522,231

286
2,860
2,339
17,108
7,816
24,924
105,408

1
1,154
816
8,064
1,009
9,073
29,649

1,755
685
87
5,145
2,757
7,902
51,696

12,323
32,893
22,284
186,673
57,142
243,815
708,984

Total
TDKK
0
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Note
41 Distribution of gross loans and guarantee debtors, individually
im paired, by cause,
cause, group and parent com pany
Reorganisation/bankruptcy
Rescheduling of debts
Collection
Custom erdeceased
Relief in term s
Othercauses
Total

2012
TDKK

2011
TDKK

477,357
9,359
394,714
8,491
1,736,846
4,867,932
7,494,699

323,976
12,126
321,952
8,358
1,319,149
3,151,871
5,137,432

42 Distribution by industry segm ent of loan and guarantee debtors, individually im paired,
paired, group and parent com pany
Loan value of
Unsecured part Im pairm ents/pro
Unsecured part
2012 TDKK
Gross
collaterals before im pairm ent
visions
afterim pairm ent
Business
Agriculture, hunting, forestry and
fisheries
2,644,828
751,066
1,893,761
1,133,697
760,064
Industry and raw m aterialextraction
204.563
35,142
169,421
116,766
52,655
Energy supply
66,314
10,870
55,444
15,739
39,705
Building and construction
264,073
86,953
177,121
124,024
53,097
Trade
273,646
87,430
186,216
134,816
51,400
Transportation, hotels and restaurants
303.872
104,526
199,346
121,705
77,641
Inform ation and com m unications
9,309
1,143
8,166
5,584
2,582
Financing and insurance
1,060,022
332,520
727,501
583,961
143,540
Realproperty
1,985,805
1,086,411
899,394
716,264
183,130
Otherbusiness
216,750
33,761
182,989
136,831
46,158
Business, total
7,029,182
2,529,822
4,499,359
3,089,387
1,409,972
Retail
465,517
52,080
413,438
279,641
133,797
Total
7,494,699
2,581,902
4,912,797
3,369,028
1,543,769
2011 TDKK
Business
Agriculture, hunting, forestry and
fisheries
Industry and raw m aterialextraction
Energy supply
Building and construction
Trade
Transportation, hotels and restaurants
Inform ation and com m unications
Financing and insurance
Realproperty
Otherbusiness
Business, total
Retail
Total
74
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Gross

Loan value of
collaterals

1,653,209
183.563
49,446
210,361
144,991
109.684
9,489
1,077,324
1,203,513
179,194
4,820,774
316,658
5,137,432

575,634
58,194
40,747
47,417
3,415
4,296
475
378,341
767,810
27,726
1,904,055
60,996
1,965,051

Unsecured part Im pairm ents/pro
before im pairm ent
visions

1,077,575
125,369
8,699
162,944
141,576
105,388
9,014
698,983
435,703
151,468
2,916,719
255,662
3,172,381

651,798
86,103
8,187
118,025
86,084
63,869
8,181
491,258
340,400
89,750
1,943,655
213,876
2,157,531

Unsecured part
afterim pairm ent

425,777
39,266
512
44,919
55,492
41,519
833
207,725
95,303
61,718
973,064
41,786
1,014,850

Note
43 Collaterals for loans and guarantees that have been individually im paired, distributed by type of collateral,
group and parent com pany
Charges
Rightof Charges held Securities
Bank
held in substitution
in m ovable
accounts
properties
forsecurity
property,
and wind provided on
m otor
turbines
property
vehicles,
operating
equipm ent,
ships etc.
2012 TDKK
Business:
Agriculture, hunting, forestry and
fisheries
673,477
15,156
41,272
3,644
3,707
Industry and raw m aterialextraction
1,061
1,740
28,761
47
283
Energy supply
10,068
0
691
0
111
Building and construction
70,572
4,481
11,225
364
311
Trade
21,537
5,725
60,115
0
53
Transportation, hotels and restaurants
17,545
30,726
45,269
9,748
1,238
Inform ation and com m unications
779
0
158
1
0
Financing and insurance
240,518
16,300
547
74,586
569
Realproperty
885,488
138,734
7,763
20,431
33,495
Otherbusiness
17,538
0
11,539
1,964
0
Business, total
1,938,583
212,862
207,340 110,785
39,767
Retail
21,211
7,331
6,951
15,375
762
Total
1,959,794
220,193
214,291 126,160
40,529

2011 TDKK
Business:
Agriculture, hunting, forestry and
fisheries
Industry and raw m aterialextraction
Energy supply
Building and construction
Trade
Transportation, hotels and restaurants
Inform ation and com m unications
Financing and insurance
Realproperty
Otherbusiness
Business, total
Retail
Total

Charges
held in
properties
and wind
turbines

Rightof
substitution
forsecurity
provided on
property

550,035
8,808
35,515
41,218
1,958
3,103
0
280,498
726,868
13,949
1,661,952
22,918
1,684,870

679
0
196
0
0
0
475
1,756
9,685
6,267
19,058
19,523
38,581

Charges held Securities
in m ovable
property,
m otor
vehicles,
operating
equipm ent,
ships etc,

21,375
39,639
36
6,152
1,457
326
0
735
1,544
572
71,836
14,516
86,352

189
497
0
0
0
4
0
28,994
1,032
5,693
36,409
1,967
38,376

Others

13,810
3,250
0
0
0
0
205
0
500
2,720
20,485
450
20,935

Bank
accounts

Others

40
0
0
47
0
863
0
507
5,769
0
7,226
87
7,313

3,316
9,250
5,000
0
0
0
0
65,851
22,912
1,245
107,574
1,985
109,559

Total

751,066
35,142
10,870
86,953
87,430
104,526
1,143
332,520
1,086,411
33,761
2,529,822
52,080
2,581,902
Total

575,634
58,194
40,747
47,417
3,415
4,296
475
378,341
767,810
27,726
1,904,055
60,996
1,965,051
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Note
44 Market risk,
risk, group and parent com pany
The risk thatthe m arketvalue of the Bank’s financialassets and liabilities changes as a resultof changes in m arketconditions is
collectively nam ed 'm arketrisks'. Exposure to m arketrisks is a naturalpartof the Bank’s activities with significance forthe Bank’s total
earnings. Monitoring m arketrisks and controlling the established fram ework take place on a daily basis. The Executive Board is notified
of deviations im m ediately.
45 Interest rate risk,
risk, group and parent com pany
Applying the Danish FinancialSupervisory Authority’s guidelines, interestrate risk is calculated as the totalloss risk of a generalchange
in the interestrate levelof 1 percentage point. The totalinterestrate risk covers the risk fordebtsecurities, derivative financial
instrum ents as wellas deposits and loans. As partof its risk m anagem entthe Bank is using interestrate swaps to hedge againstthe
interestrate risk in fullorin partof fixed-rate assets and liabilities.
2012 TDKK
2011 TDKK
The totalinterestrate risk has been m easured at
-160,067
-107,133
Measured in relation to the core capital, this corresponds to
-11.5%
-4.6%
The change in the Bank’s interestrate exposure in 2012 com pared to 2011 can
prim arily be attributed to a reduction in its bond portfolio interestrate risk as wellas
the raising of new fixed-rate subordinated loan capital.
Interestrate risk forfinancialinstrum ents m easured atfairvalue
An upwards parallelshiftof yield curves by 1 percentage pointwillaffectthe equity
by
Hedge accounting
Forhedging interestrate risk, the following are hedged (fairvalue hedge):
Debtsecurities
Hedged with interestrate swaps, m aturity 2015-2017
Synthetic principal
Fairvalue
Loans atam ortised cost
Hedged with interestrate swaps, m aturity 2012-2032
Synthetic principal
Fairvalue
Hedged with interestrate caps, m aturity 2024-2026
Synthetic principal
Fairvalue
Deposits
Hedged with interestrate swaps, m aturity 2014
Synthetic principal
Fairvalue
Issued debtsecurities
Hedged with interestrate swaps, m aturity 2013
Synthetic principal
Fairvalue
Subordinated debt
Hedged with interestrate swaps, m aturity 2015
Synthetic principal
Fairvalue
Totalfairvalue adjustm entof hedging instrum ents
Totalfairvalue adjustm entof the hedged item s
Ineffectiveness recognised in the Statem entof Incom e
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15,315

48,241

-15,315

-48,241

209,286

62,696

200,000
-6,481
235,696

67,171
-7,535
283,182

224,948
-23,000

266,365
-19,621

10,748
-86
900,000

16,816
-44
900,000

900,000
14,693
1,682,941

900,000
8,757
1,249,427

1,680,120
230,303
107,573

1,245,945
162,428
107,031

100,000
7,573

100,000
7,031

-305
789
484

-364
-2,393
-2,757

Note
46 Foreign currency risk,
risk, group and parent com pany
Foreign currency risk is the risk of losses on foreign currency positions as a resultof changes in foreign exchange rates.
Exchange Rate Indicator1 expresses a sim plified targetforthe scope of the institution's positions in foreign currency and is calculated according to the guidelines of the Danish FinancialSupervisory Authority - as whicheveris the greaterof the sum of the foreign
currency positions where the Bank has netpayables (shortcurrency positions) and the sum of allthe currencies where the Bank has a
netreceivable (long currency positions).
2012 TDKK
2011 TDKK
3,392,662
3,290,994
Assets in foreign currency, total
7,662,829
7,498,613
Liabilities in foreign currency, total
23,375
35,812
Exchange Rate Indicator1
Exchange Rate Indicator1 as a percentage of core capital(incl. hybrid core
1.6%
1.5%
capital), less deductions
The foreign currency position prim arily consists of CHF, EUR, JPY, SEK, NOK, USD
and TRY.
A change unfavourable to the Bank in EUR of 2% and otherforeign currencies of
-2,715
-4,831
10% willresultin an incom e and equity effectbefore tax of
Forhedging foreign currency risk, the following are hedged (fairvalue hedge):
Issued securities in NOK, SEK and USD
Hedged with interestrate swaps, m aturity 2011-2013
synthetic principal
fairvalue
Value adjustm ents of these transactions are classified as hedging instrum ents
related to hedging cash flows.
Recognised underothercom prehensive incom e
Recognised underequity
47 Equity risk,
risk, group and parent com pany
Equity risk is determ ined on the basis of the am ountinvested in equity securities
and equity-related products.
Equity securities etc.
Shares/unit-denom inated certificates listed on NASDAQ OMX Copenhagen A/S
Shares/unit-denom inated certificates listed on otherexchanges
Unlisted shares recognised attheirfairvalue
Unlisted shares etc. recognised atcost
Equity securities etc., total
Of which sectorshares
Sensitivity
If the value of the Bank's equity holding at31 Decem berhad been 10 percent
lower, allotherfactors being equal, the results forthe yearbefore tax would be
changed by
The equity risk was reduced by DKK 8.3 m illion. The lowerequity risk can be
attributed to a reduction in the Bank's equity position.

3,955,256

3,698,550

3,950,931
10,467

3,685,557
-7,726

18,135

-1,537

18,135

-1,537

20,500
10,554
422,012
34,408
487,474
426,661

42,773
15,593
496,051
15,692
570,109
496,197

-48,747

-57,011
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Note
48 Derivative financialinstrum ents
Derivative financialinstrum ents are utilised by both the Bank's custom ers and the Bank to hedge and m anage financialrisks and
positions.
49 Liquidity risk
Cash resources are established based on ongoing com pliance with the Supervisory Diam ond subjectto a selected long-term stress
scenario. The stress scenario is based on the FinancialSupervisory Authority’s stress factors, etc. The cash resources consistof cash
equivalentdeposits in and creditfacilities with Danm arks Nationalbank.
2012 TDKK
2011 TDKK
Cash resources
Dem and deposits and uncollateralised certificates of depositwith Danm arks
Nationalbank as wellas dem and deposits and undrawn com m itted credits with
othercreditinstitutions
Cash equivalents
Total
Excess cover in relation to the 10 percent requirem ent set out in sec 152 of the
Danish FinancialBusiness Act

1,452,511
7,115,732
8,568,243

2,167,406
3,759,758
5,927,164

144.8%

98.8%

50 Contractualterm s of financialliabilities
Contractual
cash flows
TDKK

Before 1 year

1-5 years

After5 years

TDKK

TDKK

TDKK

3,926,024
16,800,880
6,781,980
2,384,054

3,926,616
17,177,234
6,817,235
3,212,440

657,130
13,026,530
6,798,044
170,273

3,129,489
3,699,767
19,191
1,675,600

139,997
450,937
0
1,366,567

5,153,651
240,395

5,153,651
360,941

5,153,651
171,356

0
103,357

0
86,228

Before 1 year

1-5 years

After5 years

2011
TDKK
TDKK
Am ounts owed to creditinstitutions and
centralbanks
1,929,734
2,033,407
1,580,174
242,858
Deposits and otherdebt
13,925,039
14,154,974
10,636,993
3,379,347
Debtsecurities in issue atam ortised cost
7,927,786
8,138,876
144,843
7,994,033
Subordinate debt
2,162,986
3,294,201
171,789
1,594,906
Irrevocable creditcom m itm ents and
guarantees
4,353,268
4,353,268
4,353,268
0
Derivative financialinstrum ents
205,979
344,986
60,646
191,457
The m aturity analysis shows the contractualundiscounted cash flows and includes principaland interest.
The distribution by m aturity is m ade on the basis of the earliestpointin tim e an am ountcan be m ade payable.
Hybrid capitalwith no m aturity date has been listed according to expected life.

TDKK

2012
Am ounts owed to creditinstitutions and
centralbanks
Deposits and otherdebt
Debtsecurities in issue atam ortised cost
Subordinate debt
Irrevocable creditcom m itm ents and
guarantees
Derivative financialinstrum ents

Carrying
am ount
TDKK

Carrying
am ount
TDKK
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Contractual
cash flows
TDKK

210,375
138,634
0
1,527,506
0
92,883

Note
51 Other risks
Operating risks
The generalresponsibility foroperationalrisks is based in the The Finance and Risk Managem entDepartm ent.
vestjyskBANK considers its reliance on key em ployees to be a focus area. There are ongoing efforts to m inim ise the Bank’s reliance on
key em ployees, am ong otherthings in the form of written business procedures, centralisation of tasks, and the outsourcing of areas
thatare notsignificantto the Bank's com petitiveness.
vestjyskBANK is continuously working on policies and contingency plans forphysicalcatastrophes and IT-related disasterrecovery. The
Bank is a m em berof Bankernes EDB Central(BEC), which handles the day-to-day operations of its IT system s. The Bank follows the
directions and recom m endations issued by BEC, and itdoes notperform any independentIT system developm ent.
The Bank’s contingency plans forthe IT area coverservice interruptions atheadquarters and parts of the departm entnetwork. For
interruptions in one orm ore departm ents, operations can stilltake place from the otherdepartm ents, and in the eventof prolonged
interruptions atheadquarters, vitalfunctions can be carried outfrom one of the branches. The Bank's contingency plan is reviewed by
the Supervisory Board atleastonce a year.
The operationalrisk is m inim ised by ensuring, am ong otherthings, thatthe execution of activities is organisationally separated from the
controlof such activities.
Capitalbase risk
The capitalbase is m onitored on an ongoing basis, and the Supervisory Board receives m onthly reports based on established
guidelines.
Com pliance
vestjyskBANK has a com pliance function, whose area of responsibility is to m onitorcom pliance with financiallegislation. Instructions
and an annualplan forthis area, approved by the Supervisory Board, have been drawn up.
52 Pending litigation
In addition to that, vestjyskBANK is also party to otherlitigation. The proceedings are evaluated on an ongoing basis, and requisite
provisions are m ade on the basis of a risk assessm entof losses.
The pending proceedings are notexpected to have significantinfluence on the Bank’s financialposition.
53 Events since the end of the financialyear
Please see page 18 of the Managem ent's Review forevents afterthe end of the financialyear.
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Note
54 Key figures – The Group
Statem ent of Incom e (in MDKK)
Netinterestincom e
Netfee incom e
Dividends on equity securities etc.
Marketvalue adjustm ents forforeign currency and sectorshares
Otheroperating incom e
Core incom e
Personneland adm inistrative expenses
Otheroperating expenses as wellas depreciation, am ortisation
and im pairm entlosses; property, plantand equipm entas wellas
intangibl
e asset
s and operating depreciations and
Oper
ating
expenses
am ortisations
Core earnings before im pairm ents
Im pairm entof goodwill
Im pairm ents of loans and receivables etc.
Profit/loss before tax
Tax
Profit/loss
Statem ent of FinancialPosition (in MDKK)
Assets, total
Loans
Deposits, including pooled funds
Contingentliabilities
Business volum e
Equity

2012 *)

2011

2010

2009

2008

892
279
5
96
10
1.282
-660

846
236
3
-25
6
1.066
-590

816
233
3
49
9
1.110
-590

789
225
7
141
66
1.228
-622

572
142
5
-58
255
916
-447

-48

-51

-102

-128

-39

-708
574
-208
-1.515
-1.149
299
-1.448

-641
425
0
-984
-559
-136
-423

-692
418
0
-408
10
4
6

-750
478
0
-537
-59
-18
-41

-486
430
0
-176
254
-4
258

32.765
20.697
18.057
5.154
43.908
992

29.280
21.716
15.029
4.353
41.098
1.733

33.583
23.468
15.564
4.485
43.517
2.161

32.838
23.874
18.635
5.715
48.224
2.149

32.216
24.069
16.643
6.731
47.443
2.196

The results forAarhus Lokalbank have been recognised in vestjyskBANK's Statem entof Incom e as at1 April2012. Assets and liabilities
from Aarhus Lokalbank have been recognised in the Statem entof FinancialPosition as atthe end of March 2012. The 2011
com parative figures do notinclude Aarhus Lokalbank.
*) Consolidated figures. There is no m aterialdifference between the group and the parentcom pany.
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Note
54 Financialratios (continued)
Solvency
Solvency ratio
Core capitalratio

2012 *)

2011

2010

2009

2008

10.9%
5.4%

12.4%
9.1%

13.6%
11.4%

14.7%
11.4%

9,8%
6,4%

-84,3%
-106,3%
0,53
55,3%
621,3

-28,7%
-21,7%
0,66
60,1%
614,8

0,4%
0,3%
1,01
62,4%
642,1

-2,7%
-1,9%
0,95
61,1%
658,9

13,0%
13,2%
1,39
53,1%
471,7

Market risk
Interestrate risk 4
Foreign currency position 5
Foreign currency risk
Excess coverin relation to statutory liquidity requirem ents 6

-11,5%
1,7%
0,0%
144.8%

-4,6%
1,5%
0,0%
98,8%

-2.0%
4,7%
0,1%
126,7%

-1,6%
3,9%
0,1%
125,8%

2,9%
25,4%
0,1%
71,6%

Credit risk
Loans plus im pairm ents on loans in relation to deposits
Loans in relation to equity
Growth in loans forthe period 7
Totalof large com m itm ents 8
Accum ulated im pairm entratio
Im pairm entratio forthe year

133,2%
20,9
-4,7%
46.1%
11,6%
5,2%

158,9%
12,5
-7,5%
30,7%
7,8%
3,5%

160,3%
10,9
-1,7%
40,7%
5,1%
1,4%

135,0%
11,1
-0,8%
38,1%
5,1%
1,7%

150,3%
10,9
65,3%
80,5%
3,0%
0,6%

-39,5
16,2
13,00
0,8

-34,2
140,8
18,80
0,1

0,5
174,2
68,50
142,0
0,4

-3,4
175,8
87,00
0,5

25,3
179,9
46,00
1,8
0,3

Earnings
Return on equity before tax, annually 1
Return on equity aftertax, annually 1
Incom e-costratio 2
Rate of cost3
Em ployees converted to full-tim e (average)

vestjyskBANK share
Profit/loss forthe yearpershare (denom ination DKK 10)
Equity value pershare (denom ination DKK 10)
Price of vestjyskBANK shares, end of the year
Marketprice /profit/loss forthe yearpershare
Marketprice /equity value pershare

The results forAarhus Lokalbank have been recognised in vestjyskBANK's Statem entof Incom e as at1 April2012. Assets and liabilities from
Aarhus Lokalbank have been recognised in the Statem entof FinancialPosition as atthe end of March 2012. The 2011 com parative figures do
notinclude Aarhus Lokalbank.
*) Consolidated figures. There is no m aterialdifference between the group and the parentcom pany.
1 Based on average equity.
2 Incom e from ordinary activities in relation to costs from ordinary activities.
Incom e from ordinary activities = netinterestand fee incom e + value adjustm ents + otheroperating incom e
Costs from ordinary activities = operating costs and operating depreciations and im pairm ents + im pairm entof goodwill+
im pairm entof loans and am ounts receivable, etc.
3 Operating costs and operating depreciations and im pairm ents /core incom e.
4 Interestrate risk in relation to core capital, less deductions.
5 Foreign Currency Indicator1 in relation to core capital, less deductions.
6 Surplus funding in relation to the 10% requirem entsetoutin sec 152 of the Danish Finance Act.
7 Growth in loans m easured in relation to vestjyskBANK's loans, beginning of the year
8 Com m itm ents exceeding 10 percentof the capitalbase in relation to the capitalbase.
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Statem entof Incom e and Statem entof Com prehensive Incom e

Note
Statem ent of Incom e
3 Interestincom e
55 Interestexpenses
Netinterestincom e
Dividends on equity securities etc.
6 Incom e from fees and com m issions
Fees and com m issions paid
Netinterestand fee incom e
7 Marketvalue adjustm ents
8 Otheroperating incom e
9-10 Personneland adm inistrative expenses
Depreciation, am ortisation and im pairm entlosses; property, plantand equipm entas
wellas intangible assets
11 Otheroperating expenses
12 Im pairm entof loans and receivables etc.
Incom e from investm ents i group enterprises
Profit/loss before tax
13 Tax
Profit/loss
Statem ent of Com prehensive Incom e
Profit/loss
Othercom prehensive incom e:
Changes in value of owner-occupied properties
Hedge accounting
Of which transferred to interestin the Statem entof Incom e
Tax on hedge accounting
Othercom prehensive incom e aftertax
Totalcom prehensive incom e
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2012
TDKK

2011
TDKK

1,619,146
727,132
892,014
4,818
312,027
32,581
1,176,278
95,661
10,192
659,887

1,527,430
681,031
846,399
3,355
263,074
27,488
1,085,340
-25,053
6,345
590,548

223,809
33,665
1,514,755
1
-1,149,984
299,408
-1,449,392

26,258
34,781
984,869
0
-569,824
-136,140
-433,684

-1,449,392

-433,684

24,185
38,434
-16,361
-3,938
42,320

0
-11,938
9,888
513
-1,537

-1,407,072

-435,221

FinancialStatem ents – Parentcom pany

Statem entof FinancialPosition at31 Decem ber

Note

56
57-58

59
14
60
61
17
18
62

Assets
Cash in hand and dem and deposits with centralbanks
Am ounts receivable from creditinstitutions and centralbanks
Loans and otherreceivables atam ortised cost
Debtsecurities atfairvalue
Equity securities etc.
Incom e from investm ents in group enterprises
Assets related to pooled fund schem es
Intangible assets
Land and buildings, total
Investm entproperty
Owner-occupied property
Otherproperty, plantand equipm ent
Currenttax assets
Deferred tax assets
Aktiveri m idlertidig besiddelse
Otherassets
Deferred Revenue
Assets, total

2012
TDKK

2011
TDKK

1,232,087
456,065
20,696,873
7,271,083
487,474
717
1,255,966
8,978
390,470
1,212
389,258
12,661
940
0
3,787
914,334
18,271
32,749,706

666,076
730,792
21,715,932
2,909,038
570,109
0
1,104,270
107,065
329,088
1,492
327,596
12,083
588
303,346
0
771,006
21,000
29,240,393

An nu al Rep ort

83

FinancialStatem ents – Parentcom pany
Statem entof FinancialPosition at31 Decem ber

Note

2012
TDKK

2011
TDKK

3,926,024
16,801,610
1,255,966
6,781,980
547,949
58
29,313,587

1,929,734
13,925,039
1,104,270
7,927,786
439,568
18
25,326,415

23,622
43,614
9,663
76,899

21,418
24,457
11,586
57,461

2,384,054

2,162,986

612,889
61,754
55,433
6,321
1
300,522
975,166

125,000
19,034
30,848
-11,814
0
1,549,497
1,693,531

32,749,706

29,240,393

5,153,651
5,179
5,158,830

4,353,268
4,822
4,358,090

Liabilities
Debts
63 Am ounts owed to creditinstitutions and centralbanks
64 Deposits and otherdebt
Deposits with pooled fund schem es
65 Debtsecurities in issue atam ortised cost
66 Otherliabilities
Prepaym ents
Debt, total
Provisions
Provision forpensions and sim ilarliabilities
Provisions againstlosses on guarantees
Otherprovisions
Provisions, total
67 Subordinated debt
Equity
24 Share capital
Accum ulated changes in value, total
Revaluation reserves
Accum ulated value adjustm ents of hedging instrum ents in hedging cash flows
Statutory reserves
Retained profitorloss
Equity, total
Liabilities, total
Item s not recognised in the Statem ent of FinancialPosition
27 Contingentliabilities
28 Otherbinding agreem ents
Item s notrecognised in the Statem entof FinancialPosition, total

84

An n u al Rep ort

FinancialStatem ents – Parentcom pany

Statem entof Changes in Equity

Aktiekapital

Equity, 1 January 2012
Com prehensive incom e forthe
period
Additions relating to sale of own
equity securities
Disposals relating to purchase of
own equity securities
Shares issued upon conversion of
hybrid capital
Shares issued upon m erger
Capitalinjection from issue of
shares
Costs related to capitalincrease
Transferred to retained earnings
Equity, 31 Decem ber 2012

TDKK
125,000

Revaluation
reserves

Statutory
reserves

TDKK
30,848

Accum ulated
value
adjustm ents of
hedging
instrum ents in
hedging cash
flows
TDKK
-11,814

TDKK
0

24,585

18,135

1

TDKK
0

141,780
39,664

154,540

306,445

12,258
-23,216
-143,582
0

55,433

6,321

1

Share
prem ium

Revaluation
reserves

Statutory
reserves

TDKK
0

TDKK
30,848

Accum ulated
value
adjustm ents of
hedging
instrum ents in
hedging cash
flows
TDKK
-10,277
-1,537

612,889

Aktiekapital

Equity, 1 January 2011
Com prehensive incom e forthe year
Additions relating to sale of own
equity securities
Disposals relating to purchase of
own equity securities
Equity, 31 Decem ber 2011

Share
prem ium

TDKK
125,000

125,000

0

30,848

-11,814

TDKK
0

0

Retained Equity, total
profit/loss

TDKK
1,549,497

TDKK
1,693,531

-1,449,793 -1,407,072
53,190

53,190

-52,962

-52,962

57,008

296,320
96,672

143,582
300,522

318,703
-23,216
0
975,166

Retained Equity, total
profit/loss

TDKK
1,986,420
-433,684

TDKK
2,131,991
-435,221

73,198

73,198

-76,437
1,549,497

-76,437
1,693,531
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Notes

List of notes for the annualfinancialstatem ents—
s—parent com pany
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
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Interestexpenses
Am ounts receivable from creditinstitutions and centralbanks
Loans and otheram ounts receivable by term to m aturity
Carrying am ountof loans and am ounts receivable where there is
objective indication of im pairm ent
Pooled assets
Investm entproperty
Owner-occupied property
Otherassets
Am ounts owed to creditinstitutions and centralbanks by term to
m aturity
Deposits and otherdebt
Issued debtsecurities by term to m aturity
Otherliabilities
Subordinated debt
Capitalrequirem ents
Fairvalue financialassets and liabilities
Derivative financialinstrum ents
Loans and guarantees by industry segm ent
Bank’s balances with group enterprises
Accounting policies—parentcom pany
Key figures and financialratios
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Note
55 Interest expenses
Creditinstitutions and centralbanks
Deposits and otherdebt
Debtsecurities in issue
Subordinated debt
Otherinterestexpenses
Interestexpenses atam ortised cost, total
This am ountincludes interestexpenses from
Actualsales and repurchase transactions recognised underCreditinstitutions
and centralbanks
Tier2 capitalwith step-up clause recognised underSubordinated debt
56 Am ounts receivable from credit institutions and centralbanks
Am ounts receivable atcallwith centralbanks
Am ounts receivable from creditinstitutions
Total
Broken down by term to m aturity
On dem and
Up to and including 3 m onths
Over3 m onths and up to and including 1 year
Over1 yearup to and including 5 years
More than 5 years
Total
57 Loans and other am ount receivable by term to m aturity
On dem and
Up to and including 3 m onths
Over3 m onths and including 1 year
Over1 yearup to and including 5 years
More than 5 years
Total
58 Carrying am ount of loans and am ounts receivable w here there is
objective indication of im pairm ent
Loans and am ounts receivable before im pairm ents
Im pairm ents
Carrying am ount
59 Pooled assets
Cash deposits
Debtsecurities
Shares, etc.
Otherassets
Total

2012
TDKK

2011
TDKK

24,871
308,184
192,955
201,044
78
727,132

46,738
238,094
213,496
182,668
35
681,031

10
19,500

0
0

0
456,065
456,065

249,985
480,807
730,792

444,538
0
3,186
8,341
0
456,065

194,772
449,985
8,127
77,908
0
730,792

7,807,616
2,588,032
1,803,574
4,410,954
4,086,697
20,696,873

8,661,838
2,112,244
2,336,297
4,583,719
4,021,834
21,715,932

8,519,937
3,319,190
5,200,747

5,749,383
2,121,489
3,627,894

28,352
518,208
704,579
4,827
1,255,966

20,425
514,796
562,818
6,231
1,104,270
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Note
60 Investm ent property
Fairvalue, beginning of the year
Carried forward from owner-occupied property
Disposals during the year
Fairvalue adjustm entforthe year
Fairvalue, end of the year
Rentalincom e
Operating expenses on properties generating rentalincom e
The fairvalue is determ ined using the rate of return m ethod. Operating incom e is
com posed of realised rentalincom e and expenses paid. A rate of return requirem entof 6% has been applied.
61 Ow nerner-occupied property
Revalued am ount, 1 Jan
Additions
Disposals
Depreciations
Reversed depreciations from disposalforthe year
Changes in value recognised underothercom prehensive incom e
Changes in value recognised in the Statem entof Incom e
Changes in value, 31 Dec
Externalexperts were involved in m easuring the m ostsignificantinvestm ent
properties and owner-occupied properties.
62 Other assets
Positive m arketvalue of derivative financialinstrum ents
Interestand com m ission receivable
Otherassets
Otherassets, total
63 Am ounts ow ed to credit institutions and centralbanks by term to m aturity
On dem and
Up to and including 3 m onths
Over3 m onths and including 1 year
Over1 yearup to and including 5 years
More than 5 years
Total
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2012
TDKK

2011
TDKK

1,492
2,130
2,130
-280
1,212
0
0

3,926
2,640
5,074
0
1,492
212
-265

327,596
45,917
2,130
6,853
0
24,185
543
389,258

333,710
12,600
4,327
9,239
1,824
0
-6,972
327,596

648,042
66,242
200,050
914,334

526,519
45,891
198,596
771,006

650,559
6,571
0
3,129,225
139,669
3,926,024

607,108
754
966,867
210,167
144,838
1,929,734

Note
64 Deposits and other debt
On dem and
Redeem able atnotice
Term deposits
Specialdepositschem es
Total
By term to m aturity
On dem and
Up to and including 3 m onths
Over3 m onths and including 1 year
Over1 yearup to and including 5 years
More than 5 years
Total
65 Issued debt securities by term to m aturity
On dem and
Up to and including 3 m onths
Over3 m onths and including 1 year
Over1 yearup to and including 5 years
More than 5 years
Total
66 Other liabilities
Negative m arketvalue of derivative financialinstrum ents
Various creditors
Interestand com m ission payable
Otherliabilities
Total

2012
TDKK

2011
TDKK

7.197.269
16.962
5.957.699
3.629.680
16.801.610

6.465.774
7.418
4.713.403
2.738.444
13.925.039

7.700.077
1.690.614
3.261.722
3.726.961
422.236
16.801.610

6.966.841
1.094.209
758.705
4.849.072
256.212
13.925.039

0
2.188.135
4.575.774
18.071
0
6.781.980

0
4.630
0
7.923.156
0
7.927.786

240.395
149.225
113.419
44.910
547.949

205.979
125.292
93.792
14.505
439.568
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Note
67 Subordinated debt
Tier 2 capital
Tier2 capitalfalls due between 16 May 2014 and 28 June 2020 with an option to
prepay rem aining in effectuntil28 June 2017, subjectto approvalby the Danish
FinancialSupervisory Authority. The capitalaccrues interestat1.763 - 9.500%
with a step-up clause afterthe prepaym entdate.
In 2012, the Bank repaid a totalof NOK 79 m illion in tier2 capitalatan average
price of 47.60, cf.Com pany Notice of 21 Decem ber2012.
Total
Hybrid core capital
Hybrid core capitalof DKK 100 m illion
The capitalaccrues interestata fixed 4.765%. There is no due date.
There is an option of prepaym ent, subjectto the approvalof the Danish
FinancialSupervisory Authority, on 15 Novem ber2015.
Hybrid core capitalof DKK 75 m illion
The capitalaccrues interestata fixed 5.000%. There is no due date.
There is an option of prepaym ent, subjectto the approvalof the Danish
FinancialSupervisory Authority, on 30 June 2016.
Hybrid core capitalof DKK 50 m illion
The capitalaccrues interestata fixed 5.440%. There is no due date.
There is an option of prepaym ent, subjectto the approvalof the Danish
FinancialSupervisory Authority, on 1 May 2016.
Hybrid core capitalof DKK 1,150.4 m illion
DKK 34.7 m illion is subjectto a conversion duty, if the Bank does not
m eetthe solvency requirem ent, orif, in the opinion of the Danish Financial
Supervisory Authority, there is an im m inentrisk thatthe Bank does not
m eetthe solvency requirem ent.
The capitalaccrues interestata fixed 9.943%. There is no due date.
An option of prepaym entexists, subjectto approvalby the Danish
FinancialSupervisory Authority, from 25 August2012 to 24 August2014
atpar, from 25 August2014 to 24 August2015 ata price of DKK 105
per100, and from 25 August2015 and thereafterata price of DKK 110
per100.
Prem ium s are recognised and am ortised according to theirexpected
settlem entdate.
During Q1 2012 hybrid core capitalof DKK 287.6 m illion has been
converted into share capital.
Hybrid core capitalof DKK 35.6 m illion
The capitalaccrues interestata fixed 11.11%. There is no due date.
Prepaym ent can be m ade, subject to the approvalof the Danish Financial
Supervisory Authority, from 24 Decem ber 2012 to 23 Decem ber 2014 at
price 105 per 100, from 24 Decem ber 2014 onwards at price 110 per
100. Prem ium s are recognised and am ortised according to their expected
settlem entdate.
Hybrid capital, total
Subordinated debt, total
Subordinated debtthatcan be included in the capitalbase
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2012
TDKK

2011
TDKK

931,511

596,198

931,511

596,198

107,573

107,031

75,000

0

50,000

0

1,184,568

1,459,757

35,402

0

1,452,543
2,384,054
1,929,870

1,566,788
2,162,986
2,082,686

Note
68 Capitalrequirem ents
Equity
Recognised profit/loss
Revaluation reserves
Intangible assets
Deferred capitalised tax assets
Otherdeductions from the core capital
Hybrid core capital
Core capitalafterstatutory deductions
Subordinated loan capital
Revaluation reserves
Hybrid core capital
Capitalbase before deductions
Deductions from the capitalbase
Capitalbase afterdeductions
W eighted item s, total

2012
TDKK

2011
TDKK

975,166
-1,449,392
-55,433
-8,978
0
-57,254
540,434
1,393,935
477,327
55,433
912,109
2,838,804
-57,254
2,781,550

1,693,531
-433,684
-30,848
-107,065
-303,346
-83,686
1,196,778
2,365,364
515,898
30,848
370,010
3,282,120
-83,686
3,198,434

25,594,727

25,705,428

Core capitalafterstatutory deductions as a percentage of weighted item s, total
5.4%
9.2%
Solvency ratio according to sec 124(2) of the Danish FinancialBusiness Act
10.9%
12.4%
Solvency reguirem entaccording to sec 124(2) of the Danish FinancialBusiness Act
8.0%
8.0%
69 Fair value of financialassets and liabilities
Financialinstrum ents are m easured in the Statem entof FinancialPosition attheirfairvalue oram ortised cost.
Fair value is the am ount for which a financial asset can be traded or a financial liability settled between parties in an arm 's-length
transaction. For financialassets and liabilities priced in active m arkets, fair value is determ ined on the basis of observed m arketprices
on the reporting date. Forfinancialinstrum ents notpriced in active m arkets, fairvalue is determ ined on the basis of generally accepted
pricing m ethods.
Equity securities etc. and derivative financialinstrum ents have been m easured attheir fair value in the financialstatem ents so thatthe
recognised values correspond to the fairvalues.
The im pairm entof loans is determ ined to correspond to changes in creditquality. The differentialin respectof fair values is assessed
to be received fees and com m issions, interestreceivable thatdoes notfalldue untilafter the end of the financialreporting period, and,
for fixed-rate loans, also m arketvalue adjustm ents linked to the interestrate level. In case of a transfer of the loan portfolio in fullor in
part, the fairvalue would be lower.
The fair value for am ounts receivable from credit institutions and central banks is determ ined by applying the sam e m ethod as for
loans.
Debt securities in issue and subordinated debt are m easured at am ortised cost. The difference between the carrying am ount and the
fair value is determ ined to be interestpayable thatdoes notfalldue untilafter the end of the financialreporting period as wellas costs
and prem ium s am ortised over the life of the loan and, for fixed-rate debt securities in issue, also m arket value adjustm ents linked to
the interestrate level.
For floating-rate financialliabilities in the form of deposits and debtto creditinstitutions m easured atam ortised cost, the differentialin
respectof fairvalues is estim ated to be interestpayable thatdoes notfalldue untilafterthe end of the financialreporting period.
For fixed-rate financialliabilities in the form of deposits and debt to credit institutions m easured at am ortised cost, the differentialin
respect of fair values is estim ated to be interest payable thatdoes notfalldue untilafter the end of the financialreporting period and
the m arketvalue adjustm ents linked to the interestrate level.
Forfinancialinstrum ents m easured atfairvalue, the basis forestablishing the fairvalue is stated as:
Level1:Observable prices in an active m arketforidenticalinstrum ents
Level2:Valuation m odelbased prim arily on observable m arketdata
Level3:Valuation m odelthat, to a significantdegree, is based on non-observable m arketdata
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Note
69 Fair value of financialassets and liabilities ( continued)
inued)
Loans and receivables
Cash in hand and dem and deposits with centralbanks
Am ounts receivable from creditinstitutions and central
banks
Loans
Loans and receivables, total
Attributed to fair value in the Statem ent of Incom e
Debtsecurities atfairvalue (Level1)
Listed equity securities (Level1)
Unlisted equity securities etc. (Level3)
Attributed to fairvalue in the Statem entof Incom e,
total
Trading portfolio
Derivative financialinstrum ents (Level2)
Trading portfolio, total

Financialliabilities
Financialliabilities at am ortised cost
Am ounts owed to creditinstitutions and centralbanks
Deposits
Debtsecurities in issue
Subordinated debt
Financialliabilities atam ortised cost, total
Trading portfolio
Derivative financialinstrum ents (Level2)
Trading portfolio, total
Changes in financialassets belonging to Level3:
Beginning of the year
Additions
Disposals
Fairvalue adjustm entincluded in m arketvalue
adjustm ents
End of the period
Value adjustm entduring the course of the period of
financialassets in the portfolio totals
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2012 TDKK
Carrying am ount

2012 TDKK
Fairvalue

2011 TDKK
Carrying am ount

2011 TDKK
Fairvalue

1,232,087

1,232,087

666,076

666,076

456,065
20,696,873
22,385,025

456,137
20,713,415
22,401,639

730,792
21,715,932
23,112,800

731,058
21,739,586
23,136,720

7,271,083
31,054
422,012

7,271,083
31,054
422,012

2,909,038
58,366
496,051

2,909,038
58,366
496,051

7,724,149

7,724,149

3,463,455

3,463,455

648,042
648,042

648,042
648,042

526,519
526,519

526,519
526,519

3,926,024
16,801,610
6,781,980
2,384,054
29,893,668

3,926,066
16,799,274
6,812,725
2,371,316
29,909,381

1,929,734
13,925,039
7,927,786
2,162,986
25,945,545

1,933,409
13,920,940
7,971,865
2,160,891
25,987,105

240,395
240,395

240,395
240,395

205,979
205,979

205,979
205,979

496,051
56,726
130,970

466,753
30,912
1,400

205
422,012

-214
496,051
-816

Note
70 Derivative financialinstrum ents
2012 TDKK
Foreign exchange contracts
Up to and including 3 m onths
Over3 m onths and including 1 year
Over1 yearup to and including 5 years
More than 5 years
Average m arketvalue
Interest-rate contracts
Up to and including 3 m onths
Over3 m onths and including 1 year
Over1 yearup to and including 5 years
More than 5 years
Average m arketvalue
Equity contracts
Up to and including 3 m onths
Over3 m onths and including 1 year
Over1 yearup to and including 5 years
More than 5 years
Average m arketvalue
2011 TDKK
Foreign exchange contracts
Up to and including 3 m onths
Over3 m onths and including 1 year
Over1 yearup to and including 5 years
More than 5 years
Average m arketvalue
Interest-rate contracts
Up to and including 3 m onths
Over3 m onths and including 1 year
Over1 yearup to and including 5 years
More than 5 years
Average m arketvalue
Equity contracts
Up to and including 3 m onths
Over3 m onths and including 1 year
Over1 yearup to and including 5 years
More than 5 years
Average m arketvalue

Nom inalvalue

Netm arketvalue

Positive m arket
value

Negative m arket
value

5,993,592
3,838,125
27,751
58,362

482,420
-73,197
-24
-4,558
382,169

502,800
40,256
9,941
0
506,995

20,380
113,453
9,965
4,558
124,826

609,843
968,680
1,591,317
527,885

568
2,737
9,474
-9,232
16,425

904
6,737
39,562
47,208
90,615

336
4,000
30,088
56,440
74,190

103,331
57
0
0

-428
-112
0
0
-710

437
197
0
0
674

865
309
0
0
1,384

3,659,856
584,855
5,087,993
70,690

149,819
19,585
158,241
-7,226
247,038

174,636
20,598
249,118
7,497
575,481

24,817
1,013
90,877
14,723
328,443

710,826
25,557
3,383,408
545,410

1,904
-160
14,845
-16,235
-21,390

2,249
198
40,524
31,099
62,878

345
358
25,679
47,334
84,268

71,996
16
0
0

-80
-155
0
0
-1,208

600
0
0
0
1,044

680
155
0
0
2,252
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Note
71 Loans and guarantees by industry segm ents
Public authorities
Business:
Agriculture, hunting, forestry and fishery
Manufacturing industry and raw m aterialextraction
Energy supply
Construction and civilengineering contractors
Trade
Transportation, hotels and restaurantbusinesses
Inform ation and com m unication
Creditand financing institutes and insurance businesses
Realestate
Otherbusiness
Business, total
Retail
Loans, guarantees and creditcom m itm ents, total
72 Bank’s balances w ith group enterprises
Deposits and otherdebt
Interestexpense, deposits and otherdebt
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2012
TDKK
26,933

2011
TDKK
25,002

4,720,254
1,017,700
2,427,808
885,628
1,843,413
1,017,373
81,850
1,491,057
5,243,115
1,349,474
20,077,672
5,745,919
25,850,524

4,682,030
1,124,074
2,717,500
948,966
2,012,417
1,069,091
96,398
1,744,763
4,278,349
1,459,778
20,133,366
5,910,832
26,069,200

730
2

0
0

73 Accounting policies—
icies—parent com pany
The accounting policies are the sam e as those applied to the Group, with the exception of the following:
Owner-occupied properties are m easured at their revalued am ounts, which is the fair value at the date of revaluation less
subsequentaccum ulated depreciations and im pairm ents. The revalued am ountrepresents the basis for depreciation. Revaluations
to am ounts that exceed the cost of the asset less accum ulated depreciations are recognised under other com prehensive incom e
and are restricted under revaluation reserves in equity. Revaluations to an am ount that is less than the cost of the asset less
accum ulated depreciations are recognised in the statem entof incom e.
Investm ents in subsidiaries are recognised according to the equity m ethod so that the parent com pany's share of the results in
subsidiaries is recognised as a single item in the statem entof incom e and the parentcom pany's share of the subsidiary's equity is
recognised as a single item in the Statem entof FinancialPosition.
The parentcom pany’s financialstatem ents do notinclude a statem entof cash flows.
Special notes to the parent com pany's financial statem ents are prepared for financial item s where entries are identical in the
consolidated financialstatem ents and the financialstatem ents of the parentcom pany. The overview of notes to the Consolidated
FinancialStatem ents lists which notes coverboth the parentcom pany and the Group.
The effectof the transition to the Danish Executive Orderon the Presentation of
FinancialStatem ents is as follows:
Equity 1 January 2011 underIFRS
Adjustm entof owner-occupied properties to fairvalue
Equity 1 January 2011 underExecutive Orderon the Presentation of FinancialStatem ents
Incom e statem entunderIFRS
Adjustm entof depreciations and im pairm ents
Incom e statem entunderthe Executive Orderon the Presentation of FinancialStatem ents
Othercom prehensive incom e underIFRS
Revaluations and reversals of revaluations
Othercom prehensive incom e underthe Executive Orderon the Presentation of FinancialStatem ents
Purchase and sale of own equity securities
Equity 31 Decem ber2011 underthe Executive Orderon the Presentation of FinancialStatem ents

TDKK
2.160.749
-28.758
2.131.991
-422.636
-11.048
-433.684
-1.537
0
-1.537
-3.239
1.693.531
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74 Key figures
Statem ent of Incom e (in MDKK)
Netinterestincom e
Netfee incom e
Dividends on equity securities etc.
Marketvalue adjustm ents forforeign currency and
sect
oroper
sharat
esing incom e
Other
Core incom e
Personneland adm inistrative expenses
Otheroperating expenses as wellas depreciation,
am ortisation and im pairm entlosses; property,
plantand equipm entas wellas intangible assets
Operating expenses and operating depreciations
and
ortisations
Coreamearnings
before im pairm ents
Im pairm entof goodwill
Im pairm ents of loans and receivables etc.
Profit/loss before tax
Tax
Profit/loss

2012

2011

2010

2009

2008

892
279
5
96
10
1,282
-660

846
236
3
-25
6
1,066
-590

816
233
3
49
9
1,110
-590

789
225
7
141
66
1,228
-622

572
142
5
-58
255
916
-447

-49
-709
573
-208
-1,515
-1,150
299
-1,449

-61
-651
415
0
-984
-569
-136
-433

-106
-696
414
0
-408
6
4
2

-152
-774
454
0
-537
-83
-18
-65

-39
-486
430
0
-176
254
-4
258

Statem ent of FinancialPosition (in MDKK)
Assets, total
32,750
29,240
33,554
32,814
32,216
Loans
20,697
21,716
23,468
23,874
24,069
Deposits, including pooled funds
18,058
15,029
15,564
18,635
16,643
Contingentliabilities
5,154
4,353
4,485
5,715
6,731
Business volum e
43,909
41,098
43,517
48,224
47,443
Equity
975
1,694
2,132
2,125
2,196
The results forAarhus Lokalbank have been recognised in vestjyskBANK's Statem entof Incom e as at1 April2012. Assets and
liabilities from Aarhus Lokalbank have been recognised in the Statem entof FinancialPosition as atthe end of March 2012. The 2011
com parative figures do notinclude Aarhus Lokalbank.
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Note
74 Financialratios
Solvency
Solvency ratio
Core capitalratio

2012

2011

2010

2009

2008

10.9%
5.4%

12.4%
9.1%

13.6%
11.4%

14.7%
11.4%

9.8%
6.4%

-86.2%
-108.6%
0.53
55.4%
621.3

-29.8%
-22.7%
0.65
61.1%
614.8

0.2%
0.1%
1.00
62.8%
642.1

-3.9%
-3.0%
0.94
63.1%
658.9

13.0%
13.2%
1.39
53.1%
471.7

Market risk
Interestrate risk 4
Foreign currency position 5
Foreign currency risk
Excess coverin relation to statutory liquidity requirem ents 6

-11.5%
1.7%
0.0%
144,8%

-4.6%
1.5%
0.0%
98.8%

-2.0%
4.7%
0.1%
126.7%

-1.6%
3.9%
0.1%
125.8%

2.9%
25.4%
0.1%
70.3%

Credit risk
Loans plus im pairm ents on loans in relation to deposits
Loans in relation to equity
Growth in loans forthe year7
Totalof large com m itm ents 8
Accum ulated im pairm entratio
Im pairm entratio forthe year

133,2%
21.2
-4.7%
46.1%
11.6%
5.2%

158.9%
12.8
-7.5%
30.7%
7.8%
3.5%

160.3%
11.0
-1.7%
40.7%
5.1%
1.4%

135.0%
11.2
-0.8%
38.1%
5.1%
1.7%

150.3%
11.0
65.3%
80.5%
3.0%
0.6%

-39,5
16.0
13.00
0.8

-35.1
137.5
18.80
0.1

0.1
171.9
68.50
564.7
0.4

-5.4
173.8
87.00
0.5

25.3
179.9
46.00
1.8
0.3

Earnings
Return on equity before tax, annually 1
Return on equity aftertax, annually 1
Incom e-costratio 2
Rate of cost3
Em ployees converted to full-tim e (average)

vestjyskBANK share
Profit/loss forthe yearpershare (denom ination DKK 10)
Equity value pershare (denom ination DKK 10)
Price of vestjyskBANK shares, end of the year
Marketprice /profit/loss forthe yearpershare
Marketprice /equity value pershare

The results forAarhus Lokalbank have been recognised in vestjyskBANK's Statem entof Incom e as at1 April2012. Assets and liabilities from
Aarhus Lokalbank have been recognised in the Statem entof FinancialPosition as atthe end of March 2012. The 2011 com parative figures do
notinclude Aarhus Lokalbank.
1 Based on average equity.
2 Incom e from ordinary activities in relation to costs from ordinary activities
Incom e from ordinary activities = netinterestand fee incom e + value adjustm ents + otheroperating incom e
Costs from ordinary activities = operating costs and operating depreciations and im pairm ents + im pairm entof goodwill+
im pairm entof loans and am ounts receivable, etc.
3 Operating costs and operating depreciations and im pairm ents com pared with core incom e.
4 Interestrate risk in relation to core capital, less deductions.
5 Foreign Currency Indicator1 in relation to core capital, less deductions.
6 Surplus funding in relation to the 10% requirem entsetoutin sec 152 of the Danish Finance Act.
7 Growth in loans m easured in relation to vestjyskBANK's loans, beginning of the year
8 Com m itm ents exceeding 10 percentof the capitalbase in relation to the capitalbase.
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