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Introduction

This Prospectus is not intended to provide the basis for any 
credit or any other evaluation and should not be considered 
as a recommendation by the Company or the Global Coordi-
nator that any recipient of this Prospectus should purchase 
any Offer Shares. Prospective purchasers of Offer Shares 
should determine for themselves the relevance of the infor-
mation contained in this Prospectus and a purchase of Offer 
Shares should be based upon such investigation as they may 
deem necessary.

This Prospectus should not be retransmitted, reproduced or 
otherwise redistributed.

No person is authorised to give any information or to make 
any representation not contained in this Prospectus in con-
nection with the Offering and any information or represen-
tation not so contained must not be relied upon as having 
been authorised by the Company or on the Company’s behalf 
or by or on behalf of the Global Coordinator. The delivery of 
this Prospectus at any time does not imply that there has 
been no change in the Company’s business or affairs since 
the date hereof or that the information contained therein is 
correct as at any time subsequent to the date hereof. 

No actions have been taken to register or qualify or other-
wise permit a public offering of the Offer Shares referred 
to herein in any other jurisdiction than the Faroe Islands, 
Iceland or Denmark. See “Selling Restrictions” and “Transfer 
Restrictions”. The distribution of this Prospectus and the of-
fering of the Offer Shares may be restricted by law in certain 
jurisdictions. This Prospectus does not constitute an offer 
to sell or an invitation to purchase any of the Offer Shares 
in any jurisdiction in which such offer or invitation is not 
authorised or to any person to whom it is unlawful to make 
such an offer or invitation. The Offer Shares are subject to 
restrictions on transferability and resale and may not be 
transferred or resold except as permitted under the U.S. 
Securities Act and other applicable securities laws. Persons 
into whose possession this Prospectus comes are required 
by the Company and the Global Coordinator to inform them-
selves about and to observe any such restrictions. Neither 
the Company nor the Global Coordinator accept any legal re-
sponsibility for any violation by any person, whether or not 
a prospective purchaser of any of the Offer Shares, of any 
such restrictions.

Certain U.K. related matters

All applicable provisions of the Financial Services and Mar-
kets Act 2000 as amended must be complied with in all 
matters relating to the Shares or the Offer Shares in, from 
or otherwise involving or having an effect in the United 
Kingdom. This Prospectus is communicated to or directed at 
persons who (i) are outside the United Kingdom or (ii) are 
persons falling within article 19(5) of the U.K. Financial Serv-

ices and Markets Act 2000 as amended (Financial Promo-
tion) Order 2005 (the “Order”) (investment professionals) 
or (iii) are persons falling within article 49(2)(a)-(d) of the 
Order (high net worth companies, unincorporated associa-
tions etc.) (all such persons together being referred to as 
“relevant persons”). This communication must not be acted 
on or relied on by persons who are not relevant persons. 
Any investment activity to which this communication relates 
is available only to relevant persons and will be engaged in 
only with relevant persons.

Certain U.S. related matters

The Offer Shares have not been and will not be registered 
under the U.S. Securities Act and are not being offered or 
sold within the United States or to U.S. persons. The Offer 
Shares are being offered outside the United States in reli-
ance on Regulation S under the U.S. Securities Act.

The Offer Shares have not been approved or disapproved by 
the U.S. Securities and Exchange Commission (the “Securi-
ties and Exchange Commission” or the “SEC”), any state 
securities commission in the United States or any other U.S. 
regulatory authority, nor have any of the foregoing authori-
ties passed upon or endorsed the merits of the Offering or 
the accuracy or adequacy of this Prospectus. Any representa-
tion to the contrary is a criminal offence in the United States. 

Forward-looking statements

Certain statements in this Prospectus, including certain 
statements set forth under the headings “Summary,” “Risk 
factors,” “Dividend and dividend policy”, “Operating and 
fi nancial review and prospects” and “Description of the 
Company” are based on the beliefs of the Company’s Senior 
Management, as well as assumptions made by and informa-
tion currently available to the Company’s Senior Manage-
ment, and such statements may constitute forward-looking 
statements. These forward-looking statements (other than 
statements of historical fact) regarding the Company’s fu-
ture results of operations, fi nancial condition, cash fl ows, 
business strategy, plans and objectives of the Company’s 
Senior Management for future operations can generally be 
identifi ed by terminology such as “targets,” “believes,” “esti-
mates,” “expects,” “aims,” “intends,” “plans,” “seeks,” “will,” 
“may,” “anticipates,” “would,” “could,” “continues” or similar 
expressions or the negatives thereof. 

Such forward-looking statements are based on known and 
unknown risks, uncertainties and other important fac-
tors that could cause the actual results, performance or 
achievements of the Company, or industry results, to differ 
materially from any future results, performance or achieve-
ments expressed or implied by such forward looking state-
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ments. Such risks, uncertainties and other important factors 
 include, among others: 

• general economic and business conditions; 

• credit risk;

• market risk;

• operational risks;

• risk management;

• competition;

• non-fulfi llment of business strategy;

• availability, terms and deployment of capital;

• availability of qualifi ed personnel; 

•  changes in, or the failure or inability to comply with 
government regulation or other factors referenced in this 
Prospectus; and

• the absence of a prior public market for the Shares.

and other factors discussed herein including the factors 
discussed under “Risk factors”. Should one or more of these 
risks or uncertainties materialise, or should any underlying 
assumptions prove to be incorrect, the Company’s actual fi -
nancial condition or results of operations could differ mate-
rially from that described herein as anticipated, believed, es-
timated or expected. The forward-looking statements in this 
Prospectus speak only as at the date of this Prospectus and 
the Company undertakes no obligation to publicly update or 
revise any forward-looking statements, whether as a result 
of new information, future events or otherwise. However, 
changes to the information in this Prospectus during the pe-
riod from the date of approval to the fi rst day of trading will 
be published pursuant to applicable rules.
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The following summary should be read as an introduction 
to this Prospectus, in conjunction with, and is qualifi ed in 
its entirety by, the more detailed information that appears 
elsewhere in this Prospectus. See “Risk factors” for a discus-
sion of certain factors that should be considered in connec-
tion with an investment in the Offer Shares. Any decision to 
invest in the Offer Shares should be based on consideration 
of this Prospectus as a whole by the investor. The informa-
tion provided should be read in conjunction with the full text 
of this Prospectus. Certain terms used in this summary are 
defi ned elsewhere in this Prospectus.

Where a claim relating to the information contained in this 
Prospectus is brought before a court, the plaintiff investor 
might, under the relevant national legislation, have to bear 
the costs of translating this Prospectus before such legal 
proceedings are initiated. 

Civil liability attaches to the persons who have tabled the 
summary including any translations hereof and applied for 
notifi cation of this summary, but only if the summary is 
misleading, inaccurate or inconsistent when read together 
with the other parts of this Prospectus.

Issuer

Føroya Banki P/F
Húsagøta 3
FO-110 Tórshavn
Faroe Islands

Selling Shareholder

The Financing Fund of 1992
Niels Finsensgøta 37
FO-110 Tórshavn
Faroe Islands

Global Coordinator, Bookrunner and 
Listing Advisor

Handelsbanken Capital Markets (Division of Svenska Han-
delsbanken AB (publ.))
Amaliegade 3
DK-1007 Copenhagen K
Denmark

Co-manager

Landsbanki Íslands 
Austurstraeti 11
155 Reykjavik 
Iceland

Summary

Auditors

SPEKT Statsautoriseret Revisionsanpartsselskab
Staravegur 17
FO-100 Tórshavn
Faroe Islands 

Rasmussen & Weihe Statsautoriseret Revisionsaktieselskab
Á Glaðsheyggi
FO-100 Tórshavn
Faroe Islands

Background of the Offering

Since 1994, Føroya Banki has been controlled by the Financ-
ing Fund of 1992. The Fund is a foundation whose only ben-
efi ciary is the Faroese Government (Føroya Landstýri). On 
May 2, 2006, the Faroese Parliament (Løgtingið) adopted a 
proposal put forward by the Faroese Minister of Finance, au-
thorising the Fund to privatise Føroya Banki.

Business overview

Føroya Banki in its current form was created in 1994 through 
the merger of the two large banks on the Faroe Islands, 
Sjóvinnubankin and Føroya Banki. Føroya Banki is today a 
leading bank in the Faroe Islands with overall market shares 
of 44% of loans and 39% of deposits among domestic banks.

Føroya Banki serves commercial, institutional and retail cus-
tomers and has a service offering comparable to that of oth-
er Nordic banks. Føroya Banki has a network of 20 branches 
on the islands, which ensures close contact with both retail 
and corporate customers. As of April 30, 2007 Føroya Banki 
had 225 full-time equivalent employees (“FTEs”) serving 
approximately 18,000 retail customers and 1,700 corporate 
customers. 

Føroya Banki operates three principal business units:

• Retail Banking 
-  Føroya Banki is a full-service retail bank with an exten-

sive range of products and services offered to domestic 
customers through a nationwide branch network. As of 
April 30, 2007 the Retail Banking unit had 122 FTEs. 

• Corporate Banking
-  Føroya Banki offers a range of corporate banking serv-

ices including advice and assistance in connection 
with fi nancing, cash management, currency transac-
tions, investments, mergers and acquisitions as well as 
numerous other services required by businesses and 
public institutions. As of April 30, 2007 the Corporate 
Banking unit had 35 FTEs. 
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• Markets & Treasury
-  Føroya Banki offers a range of services within the fi eld 

of investments and asset management for institutional, 
corporate and private customers. In addition, Markets 
& Treasury provides services to other departments 
within the Bank. As of April 30, 2007 the Markets & 
Treasury unit had 14 FTEs. 

In addition, Føroya Banki owns and operates the second larg-
est non-life insurance company on the Faroe Islands, Trygd. 

The Faroese banking system is regulated by Faroese law and 
certain Faroese and Danish orders and regulations and is 
supervised by Danish authorities, while the Faroese insur-
ance system is regulated by Faroese law and supervised by 
Faroese authorities, see “Regulatory overview”.

Strategy

Føroya Banki’s vision is to be the leading bank on the Faroe 
Islands and internationally to provide its customers with se-
lected fi nancial services. The Company’s mission is to make 
it fi nancially possible for its customers to achieve their full 
potential. 

The strategy comprises the following key elements:

•  Exploiting growth potential in domestic market. 

Lending to households and corporations is on a rela-
tively low level in an international comparison. Also, the 
Faroese market for investments in stocks has a large 
potential going forward. With an outset in its high mar-
ket share, Føroya Banki is in a strong position to benefi t 
from this growth potential. The Bank is focused on re-
alising the growth potential by proactive marketing and 
sales of existing and new products. 

•  Introduction of new products and business areas. 

Føroya Banki works with the development of several 
business areas within both the retail, corporate and in-
vestment areas. So far, these initiatives have focused on 
a strategic fencing of the customer base, and have mate-
rialised in 1) investing jointly with several Danish banks 
in a new pension company letpension 2) setting up a de-
partment for corporate fi nance advisory 3) founding of a 
new investment company jointly with strong local inves-
tors, and fi nally 4) establishment of a real estate broker. 
Føroya Banki is monitoring its neighbouring markets for 
opportunities to expand abroad. However, international 
expansion will be subject to the existence of strong in-
vestment cases, where signifi cant synergies can be cre-
ated between the Company’s domestic business and the 
potential new business area abroad. 

•  Optimising the use of fees and commissions. His-
torically, the Faroese banking market has been character-
ised by a limited use of fees and commissions. Additional 
increases in income from fees and commissions can be 
achieved through targeted introductions of new fees, 
price adjustments on existing fees as well as increasing 
the level of fee-generating activities such as investments 
by retail customers in mutual funds, shares and bonds, 
and provision of corporate fi nance services to corporate 
customers.

•  Optimisation of capital structure. For historic rea-
sons, Føroya Banki currently operates with a strong sol-
vency, although the Bank is targeting a reduction of its 
solvency level within the coming years. The current capi-
tal base is a strong outset for realising the contemplated 
growth in business activity and as such, the Bank expects 
its solvency to decline steadily. In order to achieve such 
optimisation, the Senior Management and Board of Di-
rectors will continuously evaluate the capital base of 
the Bank. Capital that is not required for the organic or 
acquisitive development of the Company will be returned 
to the shareholders.

•  Continuous training and education of employees. 

Føroya Banki aims to secure a continuously high compe-
tence level among its employees through internal and ex-
ternal training and education programmes. One objective 
is to improve the ability of branches to make well found-
ed decisions on the spot. Also, in the last two years the 
Bank has attracted staff with both specialised and general 
competences in order to increase the Bank’s capabilities. 
Going forward, Føroya Banki will continue to prioritise 
investment in further development of its employees. 

Strengths and core competences

Føroya Banki believes that it has a number of core compe-
tences and strengths that will drive the process of imple-
menting its strategic objectives:

•  Strong home market position. With 20 branches 
nationwide and a 44% market share of total lending and 
39% of total deposits among domestic banks, Føroya 
Banki is positioned as a strong and leading bank in the 
Faroe Islands. Føroya Banki’s ability to grow in its home 
market has recently been demonstrated by an increase 
in market share for 2006 in the important corporate and 
retail loan segments. Føroya Banki believes that it enjoys 
high customer loyalty and has a very strong brand recog-
nition.
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•  Expertise in fi nancing of fi shing industries. Føroya 
Banki has taken part in the development of the fi sh-
ing industry for a long period of time and has built up 
signifi cant niche competences concerning lending and 
fi nancial advisory services within the fi shing and aquac-
ulture industry. Specifi cally, Føroya Banki possesses con-
siderable expertise with regard to credit assessment and 
evaluation of the individual collaterals, such as ships and 
equipment, as well as evaluation of fi shing quotas.

•  Strong cost consciousness. Føroya Banki is character-
ised by a highly cost conscious culture, and for years cost 
to income ratios have been below the average level for 
e.g. Danish local and regional banks. Costs have recently 
increased due to the build-up of staff capacity. However, 
this is a consequence of preparing the organisation for 
the projected future growth, and is thus considered a 
strategic investment. Føroya Banki expects capacity uti-
lisation to increase and cost income ratios to return to 
historic low levels within the coming years.

•  Strongly positioned for growth. The Company be-
lieves it benefi ts from a strong operational platform con-
sisting of embedded cost effi cient processes and strong 
core competences. The projected growth will be further 
supported by the recent organisational expansions and 
Føroya Banki’s solid capital base.

•  Loyal, committed and highly qualifi ed staff. Føroya 
Banki believes it has built up a strong organisation with 
a highly experienced management team and highly edu-
cated and committed staff. The average seniority of 17 
years indicates a low level of staff turnover as well as a 
very experienced employee base. 

Board of Directors 
and Senior Management

See below.

Risk factors

There are risks associated with an investment in the Offer 
Shares including risks associated with the Company, and 
with the Offering that prospective investors should take into 
account before purchasing the Offer Shares. In this regard, 
prospective investors should, among other things, pay spe-
cifi c attention to the following aspects:

•  General economic conditions in the market where the 
Company operates can adversely affect results.

Name Year of birth Member since Position

Jóhan Páll Joensen 1955 1993 Chairman
Jens Erik Christensen 1950 2007  Deputy chairman
Graham Duncan Stewart 1960 2006  Board member
Eyðhild Skaalum 1960 2007  Board member
Sigmar Brynjolfson Jacobsen 1962 2001  Board member (employee representative)
Olav Enomoto 1973 2006  Board member (employee representative)

Name Year of birth Position

Janus Eyðun Petersen 1959  Chief Executive Offi cer
Súni Schwartz Jacobsen 1963  Managing Director

Board of Directors

Senior Management
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•  The Company’s non-traditional banking businesses add 
to the risks of the Company.

•  The Company may be unable to adequately assess the 
credit risk of potential borrowers and may provide ad-
vances to certain customers that increase credit risk ex-
posure.

•  Decline or illiquidity of collateral securing the Company’s 
loans could require the Company to increase provisions 
for loan losses.

•  Fluctuations in interest rates, foreign currency exchange 
rates and equity prices may adversely affect the profi t-
ability of the Company.

•  Liquidity risk may impair the Company’s ability to fund 
its operations and adversely affect its fi nancial position.

•  The risk management methods used by the Company 
may leave it exposed to unidentifi ed, unanticipated or 
incorrectly quantifi ed risks, which could lead to material 
losses or material increases in liabilities.

•  Operational risk and business risk can potentially result 
in fi nancial loss as well as harm to the reputation of the 
Company. 

•  There are risks associated with the Company’s complex 
information technology systems.

•  The Company has outsourced a material part of its IT 
operations to Elektron, and Elektron's failure to comply 
with applicable regulations, including those relating to 
disaster recovery plans, could adversely affect the Com-
pany's business. 

 
•  Following the Offering, the Fund will continue to hold 

a signifi cant ownership in the Company, and the inter-
ests of the Fund may confl ict with the interests of other 
shareholders. 

•  The absence of a prior public market for, and possible 
volatility in the price of, the Shares could impair an in-
vestment in the Offer Shares.

Related party transactions

The Company engages in and expects to continue to engage 
in transactions with its subsidiaries Trygd, Skyn, Vestlax and 
FB Holding, and associated companies Løkir, Elektron and 
Bakkafrost Holding as well as these subsidiaries’ and associ-
ates’ members of board of directors, management and key 
shareholders. In case of any transactions with related parties 

it is the fi rm policy of the Company, that all transactions are 
performed at “arms length”. Apart from deposits from Trygd 
and IT transactions with Elektron, see “Related party trans-
actions – Cooperation with Elektron”, the Company has had 
no material transactions with related parties in the years 
2004, 2005 and 2006 and until the date of this Prospectus. 

Articles of Association

The Company is a public limited liability company incorpo-
rated under the Faroese Public Companies Act, with its regis-
tered offi ce in Tórshavn, Faroe Islands. The Company is duly 
registered with the Faroese Company Registration (Skráset-
ing Føroya). The Company conducts its business according 
to the Faroese Act on Financial Businesses, and holds the li-
censes required in order to conduct such business, the latest 
of which have been issued in March 20, 2006. Føroya Banki 
has conducted business since 1906.

All resolutions at general meetings are adopted by a simple 
majority of votes cast. However, certain resolutions require a 
quorum of no less than ²⁄³ of the Shares being represented at 
the general meeting and in addition the resolution can only 
be resolved by a supermajority of both ²⁄³ of the votes cast 
and ²⁄³ of the Shares represented at the general meeting.

Each Share shall carry one vote. However, no shareholder 
may, neither in respect of his own Shares nor when act-
ing as proxy for other shareholders, cast votes representing 
more than 10% (ten per cent) of the total share capital, re-
gardless of the shareholding.

Documents on display

Copies of the following documents may be inspected during 
usual business hours on any day (Saturdays, Sundays and 
public holidays excepted) at the Company’s registered offi ce, 
Húsagøta 3, FO-110 Tórshavn, Faroe Islands, during the pe-
riod in which this Prospectus is valid:

•  the articles of association;

•  the annual reports including the audited accounts of the 
Company for each of the fi nancial years ended Decem-
ber 31, 2004, 2005 and 2006 prepared in accordance 
with generally accepted accounting principles on the 
Faroe Islands (“Faroese GAAP”);

•  the audited cash fl ow statements for the Company for 
each of the fi nancial years ended December 31, 2004, 
2005 and 2006 prepared in accordance with Faroese 
GAAP;
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•  the quarterly report including the unaudited and unre-
viewed accounts of the Company for the quarter ended 
March 31, 2007 (with comparison to the quarter ended 
March 31, 2006) prepared in accordance with Faroese 
GAAP;

•  the unaudited and unreviewed cash fl ow statements of 
the Company for the quarter ended March 31, 2007 (with 
comparison to the quarter ended March 31, 2006) pre-
pared in accordance with Faroese GAAP;

•  the report provided by SPEKT and Rasmussen & Weihe, 
Føroya Banki’s independent auditors, on examination of 
the prospective fi nancial information for 2007 for Føroya 
Banki; and

•  this Prospectus.

The abovementioned documents may also be viewed on the 
Company’s website, www.foroya.fo.

Capitalisation and indebtedness

The following tables show the capitalisation and indebted-
ness of Føroya Banki as of March 31, 2007. Since March 31, 
2007 the capitalisation and indebtedness of the Company 
has been affected by the closing of a syndicated term loan of 
EUR 155 million as of April 3, 2007.

Summary fi nancial data

The Bank’s most important source of revenue is net inter-
est income. Gross interest income is mainly generated from 
loans to customers, loans on the capital market and invest-
ments in bonds. Likewise, interest expenses are mainly 
related to customer deposits and capital market deposits. 
In addition to this, the Bank receives an increasing share of 
total revenue from net fees and commissions. 

In the three-month period ended March 31, 2007, net in-
terest and fee income increased by 23% compared to the 
same period in 2006. The net interest income increase was 
realised from a combination of lending growth and higher 
margins, and the increase in fee and commission is a con-
sequence of generally higher fee levels combined with a 
change in strategy concerning investments.

Profi t before tax amounted to DKK 54 million for the three-
month period ended March 31, 2007 compared to DKK 30 
million in the fi rst quarter of 2006, corresponding to an in-
crease of 79%.

The increasing income level is rooted in a sound growth in 
the Banks lending volumes. During 2006, lending increased 
by 33% and in the three-month period ended March 31, 2007 
alone, lending has increased 7%.

Capitalisation     At March 31, 2007

In millions     DKK

 
Total deposits      5,008.0 
Total borrowings      852.6 
Total shareholders’ equity      1,289.5 
Total capitalisation      7,150.1 

 
Indebtedness     At March 31, 2007

In millions     DKK

 
Total liquidity       1,009.1 
Current fi nancial receivable      993.9
Total current fi nancial debt       5,714.4 
 
Net current fi nancial indebtedness       3,711.4

Total non-current fi nancial indebtedness      146.1 
 
Total net fi nancial indebtedness       3,857.5 

Capitalisation and indebtedness
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Føroya Banki expects a strong fi nancial result in 2007 based 
on solid growth within all activities as well as an appreciable 
effect from new undertakings. The projections for 2007 are 
as follows:

•  Total lending increase of DKK 1.2 billion;
•  Net interest and fee income of DKK 320-340 million;
•  Expenses are expected to increase compared to 2006, 

however expenses as a percentage of income is forecast 
to decrease; 

•  Profi t before provisions and tax of DKK 145-165 million; 
and

•  Pre-tax profi t of DKK 135-155 million.

In a long-term perspective, Føroya Banki operates with the 
following key fi nancial objectives:

•  Average annual organic growth of 10% in net interest and 
fee income up to 2010;

•  Cost/income ratio below 50%;
•  Solvency ratio of 12%; and
•  Return on equity after tax of 12%.

Actual results are likely to be different since anticipated 
events may not occur as expected and variation may be ma-
terial.

The tables below set forth selected audited fi nancial and 
operating data for the Company for the years ended Decem-
ber 31, 2004, 2005 and 2006 and selected unaudited and 
unreviewed fi nancial and operating data for the three month 
periods ended March 31, 2006 and 2007 prepared in accord-
ance with Faroese GAAP.

All translations of fi nancial information into Euro in the ta-
bles below have been made using the Danish Central Bank’s 
market rate at December 29, 2006 of EUR 1.00 = DKK 7.456.

Income statement

    

 Year ended December 31 Q1 ended March 31 

 2004 2005 2006 2006 2006 2007

In millions DKK DKK DKK EUR DKK DKK

    
Net interest income 235 234 239 32 58 69
Fee and commision income 21 21 35 5 6 10
Dividends from shares and other 
investments 0 1 2 0 0 0
Net interest and fee income 256 255 275 37 64 79

Value adjustments 1 8 7 1 -4 13
Other operating income -2 2 -2 0 0 -1
Results from net fi nancials 255 265 280 38 60 91

Expenses 127 143 162 22 35 47
Provisions for poor and doubtful debts 12 -34 -68 -9 -3 -5
Income from groups and associates 5 2 7 1 2 5
Profi t before tax 121 158 193 26 30 54

Tax 24 30 34 5 5 10

Net profi t for the year 97 129 159 21 25 44
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Notes:
1)  The principle governing the calculation of the return on equity has been changed as of December 31, 2006. Return on equity is now calculated on the basis of average 
 equity over the year, which is in accordance with the recommendations of the Danish FSA. Consequently, the return on equity for the years 2004 and 2005 has been 
 restated. 
2)  Not including provisions for poor and doubtful debt.

Balance sheet

    

 Year ended December 31 Q1 ended March 31 

 2004 2005 2006 2006 2006 2007

In millions DKK DKK DKK EUR DKK DKK

    
Cash in hand and due from credit    
institutions, etc. 289 178 533 72 368 193
Loans and advances 3,636 4,071 5,408 725 4,364 5,804
Bonds, shares and investments 1,560 2,013 1,147 154 1,688 1,057
Other assets 112 111 124 17 89 96
Total assets 5,597 6,374 7,213 967 6,509 7,150

Due to credit institutions 70 113 1,243 167 100 842
Deposits 3,870 4,507 4,647 623 5,214 4,909
Other liabilities 99 668 78 10 84 110
Equity, end of year 1,557 1,086 1,246 167 1,111 1,290
Total liabilities and equity 5,597 6,374 7,213 967 6,509 7,150

    
Off-balance-sheet items 148 237 359 48 233 364

    
Dividends 50 600 0 0 0 0

Key fi gures

 Year ended December 31 Q1 ended March 31 

  2004 2005 2006 2006 2007

    
Solvency ratio, pct.  47.3 27.5 23.8 25.7 23.0
Core capital ratio, pct.  47.4 27.6 23.8 25.7 23.1
Return on equity before tax, pct. 1)  7.9 12.0 16.6 2.7 4.2
Return on equity after tax, pct. 1)  6.3 9.8 13.7 2.2 3.5
Income / cost ratio, DKK 2)  2.04 1.87 1.77 1.78 2.03
Number of Shares in issue at period end  1,000,000 2,000,000 2,000,000 2,000,000 10,000,000 
Number of FTEs  196 191 221 198 221
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Summary of the Offering 

 

The Selling Shareholder The Selling Shareholder is the Financing Fund of 1992. Prior to the Offering, the 
Fund holds 99.4% of the Company’s registered and outstanding share capital. 
After the Offering, the Fund is expected to hold 39.4% of the Shares or 33.4% of 
the Shares, if the Over-allotment Option is exercised in full.

 

The Offering A total of 6,000,000 Offer Shares are being offered in (i) a public offering in 
the Faroe Islands, Iceland and in Denmark, and (ii) an international offering to 
institutional investors outside the United States who are not U.S. persons in 
reliance on Regulation S. 

 

Offer Price It is expected that the Offer Price will be between DKK 162 and DKK 189 per 
Share. The price range is indicative only, however, the price per Offer Share will 
not exceed DKK 189. 

 The Fund and the Company expect to announce the Offer Price, which will be 
determined through a book-building process, through ICEX and the CSE no later 
than June 20, 2007.

 

Offer Period The offer period (the “Offer Period”) will commence on, and include, June 
11, 2007 and is expected to close on June 19, 2007 at 4:00 p.m. Faroese time 
(corresponding to 5:00 p.m. CET and 3.00 p.m. Icelandic time). For orders for 
amounts of up to and including DKK 2,000,000, the Public Offering may be 
closed independently of the rest of the Offering. Such closing will be announced 
through ICEX and the CSE. The Offering will not be closed before 4:00 p.m. 
Faroese time (corresponding to 5:00 p.m. CET and 3:00 p.m. Icelandic time) on 
June 13, 2007.

 

Allotment and reduction In the event that orders for the Offer Shares exceed the number of Offer 
Shares, orders received will be subject to reduction and allocation. 
See “The Offering”.

 

Underwriting The Global Coordinator expects to enter into an underwriting agreement with 
the Fund on June 20, 2007, under which the Global Coordinator, subject to the 
satisfaction of certain conditions, will procure purchasers for, or failing which 
will itself purchase and pay for, the Offer Shares at the Offer Price.

 

Over-allotment Option The Selling Shareholder has granted to the Global Coordinator an over-allot-
ment option, exercisable in whole or in part at any time up to and including 
the date 30 days from the commencement of trading of the Shares on ICEX and 
the CSE, to procure purchasers for, or to purchase themselves, up to 600,000 
additional Shares solely to cover over-allotments, if any, in connection with the 
Offering. See “Sale of shares.”

 

Lock-up The Company and the Selling Shareholder have agreed with the Global Coordi-
nator that for a period of 180 days from the date of this Prospectus, they will 
not, except for the Shares to be sold in the Offering (including any shares sold 
under or pursuant to the Over-allotment Option) and subject to certain other 
exceptions, including in relation to any incentive program adopted in such pe-
riod for the Company’s Senior Management and other key employees, without 
the prior written consent of the Global Coordinator, authorise any issuance of 
and will not issue, offer, pledge, sell, contract to sell, sell any option or contract 
to purchase, purchase any option or contract to sell, grant any option right or 
warrant to purchase, lend or otherwise transfer or dispose of, directly or in-
directly, any Shares or any securities exchangeable for or convertible into or 
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exercisable for Shares, or enter into any swap or other agreement that trans-
fers, in whole or in part, any of the fi nancial consequences of ownership of 
the Shares, whether any such transactions are to be settled by delivery of the 
Shares or other securities, in cash or otherwise. 

 

Dividends The Offered Shares will rank pari passu with all outstanding Shares and will be 
entitled to any future dividends. See “Dividends and dividend policy”.

 

Shares and share capital The Company’s registered, outstanding and fully paid-in share capital has a 
nominal value of DKK 200 million comprising of 10,000,000 Shares in one 
share class each with a nominal value of DKK 20. There are no outstanding op-
tions to acquire or warrants to subscribe for Shares in the Company. 

 

Listing and Trading There has been no public market for the Shares prior to the Offering. Applica-
tion has been made for the Shares to be admitted to trading on ICEX and the 
CSE, with ICEX being the primary place of listing. It is expected that trading in 
the Shares on ICEX and the CSE will commence under the symbol FO-BANK on 
or about June 21, 2007. The Shares are expected to start trading simultaneously 
at 10:00 a.m. Icelandic time on ICEX and at 12:00 noon CET on the CSE. 

 

ISIN/Common Code FO0000000088
 

Trading Symbol on ICEX and the CSE FO-BANK
 

Settlement and Clearance Payment for the Offer Shares must be made in Danish Kroner. The Offer Shares 
are expected to be delivered in book-entry form starting on or about June 26, 
2007 through the facilities of VP Securities Services, Euroclear and Clearstream 
against payment in immediately available funds.

 

Selling and Transfer Restrictions The Shares will be subject to certain selling and transfer restrictions as de-
scribed in “Selling Restrictions” and “Transfer Restrictions”.

 

Voting Rights Each Share entitles the holder to one vote on all matters submitted to a vote of 
the Company’s shareholders. No shareholder will, however, be allowed to vote 
for more than 10% of the share capital of the Company. See “Corporate Status 
and Share Capital”.

 

Taxation Holders of Shares may be subject to taxation, as more fully described under 
“Taxation.”

 

Proceeds from the Offering The gross proceeds from the Offering are estimated to be approximately DKK   
1,053 million (or approximately DKK 1,158 million if the Over-allotment Option 
is exercised in full) subject to an Offer Price in the middle of the price range of 
DKK 175.5. The Fund will receive the full proceeds less costs from the Offering. 
Accordingly, Føroya Banki will not receive any portion of the proceeds. 

 

Costs of the Offering Assuming an Offer Price in the middle of the price range of DKK 175.5 per 
share, the aggregated costs to the Selling Shareholder in relation to the Offering 
are expected to amount to approximately DKK 27.2 million (or approximately 
DKK 29.0 million if the Over-allotment Option is exercised in full). These costs 
exclude sales commission to the Co-manager and Faroese and Danish account-
holding banks and stockbrokers. The aggregated costs related to the Offering 
will be paid solely by the Selling Shareholder.
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Risk factors

Prospective investors should carefully review the follow-
ing risk factors in conjunction with the other information 
contained in this Prospectus prior to deciding to invest in 
the Offer Shares. The risks described below are not the only 
ones the Company faces. Additional risk factors not cur-
rently known or which are currently deemed immaterial 
may also impair the Company’s operations. The Company’s 
business, fi nancial condition or results of operations could 
be materially adversely affected by any of these risks. The 
trading price of the Company’s Shares could decline due to 
any of these risks, and investors may lose all or part of their 
investment. This Prospectus also contains forward-looking 
statements that involve risks and uncertainties. Actual re-
sults could differ materially from those anticipated in these 
forward-looking statements as a result of certain factors, 
including the risks faced by the Company described below in 
this Prospectus.

Risks relating to the Company’s business

General economic conditions in the market where the 

Company operates can adversely affect results

Føroya Banki is particularly dependent on the economy of 
the Faroe Islands, as almost 100% of the Company’s business 
is currently with Faroese individuals and corporations. The 
economy of the Faroe Islands is dependent on the fi shing 
industry, which is estimated to account for 59% of total for-
eign income in 20061. An economic downturn in the Faroese 
economy could impact Føroya Banki’s results and fi nancial 
position by affecting demand for the Company’s products 
and services. Such a downturn could also lead to a situation 
where third parties, including customers active in the fi shing 
industry, who owe the Company money, securities or other 
assets, will not meet or be unable to meet their obligations 
to Føroya Banki. A downturn in the Faroese economy may 
negatively affect the Company’s results of operations in a 
manner outside the control of the Company.

The Company’s non-traditional banking businesses 

add to the risks of the Company

In addition to its traditional banking businesses, the Com-
pany also conducts other activities, including insurance 
business through its wholly owned subsidiary, P/F Trygd, 
real estate business through its wholly owned subsidiary, P/F 
Skyn, and aquaculture business through its wholly owned 
subsidiary, P/F Vestlax, which is presently being prepared 
for divestment, and its associated company, P/F Bakkafrost 
Holding. Such activities expose the Company to non-tradi-
tional banking business risks, such as e.g. the risk of natural 
disasters and weather-related events, the risk of intensifi ed 
competition in the insurance market, the risk of changes 

in insurance laws and regulations, the risk of deteriorating 
market conditions in the aquaculture industry including the 
risk of fi sh disease, the risk of intensifi ed competition and 
changed regulations within the aquaculture industry, etc. 
The Company’s failure to manage these risks could have 
an adverse effect on the business, results of operations or 
fi nancial position of the Company or the market price of the 
Shares.

The Company faces competition from other domestic 

banks and, in some market segments foreign banks

There is substantial competition in the Faroe Islands and the 
other Nordic countries for banking services and other prod-
ucts and services that the Company provides. The Company 
seeks to maintain customer loyalty and to retain customers 
which can be infl uenced by factors such as service levels, 
the prices and attributes of products and services, fi nancial 
strength and actions taken by competitors. If the Company 
is unable to compete with attractive product and service of-
ferings that are profi table, it may lose market share or incur 
losses on some or all of its activities.

The fi nancial services industry is affected by a number of 
factors including changes in customer demands, technology, 
distribution channels and regulation at national, Nordic and 
at international levels, in the markets in which the Company 
operates or has a strategy to operate. These and other fac-
tors affect the competition faced by the Company. 

Competitive pressures could result in increased pricing pres-
sures on a number of the Company’s products and services, 
particularly as competitors seek to win market share, and 
may harm the Company’s ability to maintain or increase 
profi tability. 

Failure by the Company to manage these competition risks 
could have a material adverse effect on the business, results 
of operations or fi nancial position of the Company and the 
market price of the Shares.

The legal and regulatory systems under which 

the Company operates, and potential changes thereto, 

can have a material adverse effect on 

the Company’s business

Føroya Banki is subject to governmental regulation. The 
Company’s ability to conduct business requires the holding 
and maintenance of certain licenses, permissions or authori-
sations from public authorities and compliance with rules 
and regulations promulgated from time to time in the mar-
kets in which the Company operates. Among other things, 
banking laws and regulations applicable to the Company:

1 Source: The Faroese Governmental Bank
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•  require the maintenance of solvency levels, including re-
strictions on the payment of dividends or other distribu-
tions;

•  affect the licensing of banks and their management; and
•  regulate the marketing, sale and content of certain prod-

ucts.

Failure by the Company to comply with any of these laws 
and regulations could lead to disciplinary action, the imposi-
tion of fi nes and/or the revocation of the license, permission 
or authorization to conduct the Company’s business in the 
jurisdictions in which the Company operates, or civil liability. 
This could have a material adverse effect on the continued 
conduct of the Company’s business in that jurisdiction.

The banking laws, regulations and policies, or the interpreta-
tion or enforcement thereof, may change at any time,
which may have an adverse effect on the business of Føroya 
Banki. The Company cannot predict the timing or form or 
effect of any future change or the effect it may have on the 
Company’s fi nancial position or results of operations.

Føroya Banki may not be able to assess appropriately the in-
creased risk resulting from new legislation extending liability 
for new claims before having gained suffi cient experience to 
do so, which may have a material adverse effect on the Com-
pany’s fi nancial position and results of operations.

Revisions of the capital adequacy standards 

under Basel II could limit the use and amount of 

capital available for the Company’s business

The Basel Committee has issued proposals for reform of the 
1988 Capital Accord and has proposed a framework that 
places increased emphasis on market discipline and sensitiv-
ity to risk. The Company cannot predict the precise effects of 
the potential changes that might result from implementation 
of the proposals. Investors should consult their own advisers 
as to the consequences for them of the potential application 
of the new Basel Capital Accord proposals. 

The Company depends on certain key personnel 

and may be unable to hire and retain suitably qualifi ed 

managerial and specialist employees

Føroya Banki’s success depends to a signifi cant degree on 
the continued contributions of its present Senior Manage-
ment, and on the services of other key personnel and spe-
cialists. The loss of the services of any of these key person-
nel could have an adverse effect on its business. In addition, 
Føroya Banki’s future success will depend in part on its abil-
ity to hire, retain, develop, motivate and incentivise suitably 
skilled personnel effectively.

The Company may be subject to labour market confl icts

Føroya Banki is a member of the industry association for 
the fi nancial sector in the Faroe Islands (AFF). A majority of 
the Company’s employees is organised in the Danish trade 

union for employees in the Danish fi nancial sector (Finans-
forbundet), whereas employees in other Faroese banks are 
generally organised in the Faroese trade union for employees 
in the Faroese fi nancial sector. Potential confl ict of interests 
between these two trade unions could lead to a relatively 
higher risk of labour market confl icts for the Company. Such 
confl icts could have a material adverse effect on the busi-
ness, results of operations or fi nancial condition of the Com-
pany or the market price of the Shares.
 
The Company may be unable to adequately 

assess the credit risk of potential borrowers and 

may provide advances to certain customers 

that increase credit risk exposure

Risks arising from changes in credit quality and the recover-
ability of loans and amounts due from counterparties are an 
inherent part of Føroya Banki’s businesses. Adverse changes 
in the credit quality of the Company’s borrowers and coun-
terparties or a general deterioration in the Faroese, or global 
economic conditions, or arising from systematic risks in the 
fi nancial systems, could affect the recoverability and value 
of the Company’s assets and require an increase in the Com-
pany’s provision for bad and doubtful debts and other provi-
sions. Every effort is made to manage such risks diligently 
and to respond to major economic fl uctuations or changing 
conditions in a specifi c industrial sector which could nega-
tively effect the Company’s asset portfolio.

The Company’s failure to manage these risks could have a 
material adverse affect on the business, results of operations 
or fi nancial condition of the Company and the market price 
of the Shares.

Decline or illiquidity of collateral securing 

the Company’s loans could require the Company 

to increase provisions for loan losses

The Company’s loans to customers are partly secured by 
collateral. The Company’s collateral includes real estate, 
ships and vessels, production equipment as well as equity 
and debt securities. Downturns in the relevant markets or a 
general deterioration of economic conditions in the indus-
tries in which these customers operate in the Faroe Islands 
or in the markets in which the collateral is located, may 
result in illiquidity and declines in the value of the collateral 
securing these loans, including declines to levels below the 
outstanding principal balance on those loans. In the case of 
equity securities serving as collateral, such securities are 
often unlisted and illiquid and the value of such securities is 
closely linked to the business performance of the customers 
compared to such other types of collateral described above. 
A decline in the value of collateral securing these loans or 
the inability to obtain additional collateral may, in some 
cases, require the Company to reclassify the relevant loans, 
establish additional provisions for loan losses or increase its 
reserve requirements. In addition, a failure to recover the 
expected value of collateral in the case of foreclosure may 
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also expose the Company to losses. Any such illiquidity or 
loss could have a material adverse effect on the business, 
results of operations or fi nancial position of the Company or 
the market price of the Shares. See “Description of the Com-
pany — Risk management”.

Fluctuations in interest rates, foreign 

currency exchange rates and equity prices may 

adversely affect the profi tability of the Company

Føroya Banki faces market risks such as interest rate, for-
eign exchange and equity price risks. Changes in interest 
rate levels, yield curves and spreads may affect the interest 
rate margin realised between lending and borrowing costs. 
Changes in currency rates affect the value of assets and li-
abilities denominated in foreign currencies and may affect 
income from foreign exchange dealing. The performance of 
fi nancial markets may cause changes in the value of Føroya 
Banki’s investment and trading portfolios. Føroya Banki has 
implemented risk management methods to mitigate and 
control these and other market risks to which the Company 
is exposed and exposures are constantly measured and 
monitored. However, it is diffi cult to predict with accuracy 
changes in economic or market conditions and to anticipate 
the effects that such changes could have on the Company’s 
fi nancial performance and business operations.

The Company’s interest rate risk arises from the impact of 
interest rate changes on the Company’s assets and liabilities. 
Since a major portion of Føroya Banki’s assets and liabilities 
are interest-related in one way or another, interest rate risk 
is one of the Company’s more extensive types of risk. 

The Company’s currency risk arises from the impact of for-
eign exchange rate changes on the Company’s assets and 
liabilities. As of the date of this Prospectus, by far the largest 
part of Føroya Banki’s assets and liabilities is denominated 
in Danish Kroner (DKK), the currency used in the Kingdom 
of Denmark (comprising Denmark, the Faroe Islands and 
Greenland), and therefore the currency risk of Føroya Banki 
is limited. However, this could change signifi cantly if the 
Company decides to seek additional fi nancing in currencies 
other than Danish Kroner, decides to increase its placing of 
means on international capital markets, or decides to ex-
pand its business to foreign countries. 

The Company’s equity risk arises from risks from the impact 
of changes in the Company’s equity portfolio as a result of 
changes in the market value of equities. The Company’s eq-
uity risk arises in proprietary trading and securities trading. 
Proprietary trading handles the Company’s own investments 
in listed and unlisted equities, as well as underwriting and 
market-making of equities.

Any such fl uctuations in interest rates, foreign currency ex-
change rates and equity prices could have a material adverse 
effect on the business, results of operations or fi nancial con-

dition of the Company or the market price of the Shares. See 
“Description of the Company — Risk management”.

Liquidity risk may impair the Company’s ability to fund 

its operations and adversely affect its fi nancial position

Inability of Føroya Banki to access funds or to access the 
markets from which the Company raises funds could have 
an adverse effect on the Company’s ability to meet its obliga-
tions when they fall due. Ready access to funds is essential 
to any banking business, including Føroya Banki. The Com-
pany relies almost entirely on continuous access to fi nancial 
markets for short- and long-term fi nancing. An inability to 
access funds or to access the markets from which Føroya 
Banki raises funds may put the Company’s positions in liq-
uid assets at risk and impede the Company’s possibilities of 
fi nancing its operations adequately. These and other factors 
could also lead creditors to form a negative view of Føroya 
Banki’s liquidity, which could result in higher borrowing 
costs and less accessible funds. In addition, because Føroya 
Banki receives a portion of its funding from deposits, it is 
also subject to the risk that depositors could withdraw their 
funds at a rate faster than the rate at which borrowers repay 
their loans, thus causing liquidity strains. 

The Company’s failure to manage these risks could have a 
material adverse effect on the business, results of operations 
or fi nancial position of the Company and the market price of 
the Shares.

The Company’s ability to pay dividends 

may be subject to restrictions 

The actual payment of future dividends, if any, and the 
amounts thereof, will depend upon a number of factors 
including, but not limited to, the amount of the Company’s 
distributable profi ts and reserve, capital expenditure and in-
vestment plans, level of profi tability, solvency, debt ratings, 
applicable restrictions on the payment of dividends under 
Faroese and other applicable law, compliance with the cov-
enants in the Company’s syndicated term loan facility (see 
“Operating and fi nancial review and prospects - Recent De-
velopments”), the level of dividends paid by other compara-
ble listed companies doing business in the Nordic region and 
elsewhere and such other factors as the Company’s Board 
of Directors may deem relevant. As a result, the Company’s 
ability to pay dividends in the future may be limited or the 
dividend policy may change. 

A “change of control” may trigger mandatory repayment 

of the Company’s syndicated term loan facility which 

could adversely affect the Company’s fi nancial position 

The Company has entered into a three year term loan facility 
signed on March 21, 2007 (see “Operating and fi nancial re-
view and prospects - Recent developments”), which includes 
provisions on mandatory prepayment upon the occurrence 
of a change of control of the Company, being defi ned as 
one of the following two situations: (i) the Fund ceasing to 
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directly own 1/3 of the Shares, and (ii) any person or group 
of persons acting in concert (other than the Fund) gaining 
direct or indirect control of the Company. The Fund has ex-
pressed an intention to maintain an ownership of 1/3 in the 
Company for the duration of the term loan facility. However, 
the Company cannot control whether any situations qualify-
ing as a change of control under the term loan facility oc-
curs. Should such situation occur, the Company risks having 
to repay the term loan facility prior to its term which could 
have a material adverse effect on the Company’s business 
result and fi nancial position. 

The risk management methods used by the Company 

may leave it exposed to unidentifi ed, unanticipated or 

incorrectly quantifi ed risks, which could lead to material 

losses or material increases in liabilities

The Company devotes signifi cant resources to develop-
ing risk management policies, procedures and assessment 
methods for its banking and other businesses. For these 
purposes, the Company uses stress tests as well as other 
risk assessment methods. Every loan and credit with a sig-
nifi cant credit risk will be analysed by experienced advisers 
from the Company’s credit department at least on a yearly 
basis, and more frequently in case of signs of weaknesses in 
the customer’s creditworthiness. Nonetheless, the risk man-
agement techniques and strategies applied by the Company 
may not be fully effective in mitigating risk exposure in all 
economic market environments or against all types of risk, 
including risks that the Company fails to identify or antici-
pate. Some of the qualitative tools and metrics used by the 
Company for managing risk are based upon use of observed 
historic market behavior as well as future predictions. The 
Company is working on developing systems that can divide 
customers into credit risk groups to ensure a satisfactory 
credit monitoring process. 

The Company applies statistical and other tools to these ob-
servations and predictions to arrive at quantifi cations of risk 
exposures. These tools and metrics may fail to predict or 
may incorrectly predict future risk exposures and the Com-
pany’s losses could thus be signifi cantly greater than such 
measures would indicate. In addition, the risk management 
methods used by the Company do not take all risks into ac-
count and could prove insuffi cient. If prices move in a way 
that the Company’s risk modeling has not anticipated, the 
Company may experience signifi cant losses. Assets that are 
not traded on public trading markets, such as derivative con-
tracts between banks, may be assigned values that are calcu-
lated by the Company using mathematical models. Monitor-
ing the deterioration of assets like these can be diffi cult and 
may lead to losses that the Company has not anticipated. 

Other risk management methods depend upon the assess-
ment of information about markets, customers or other 
matters that is publicly available or otherwise accessible. 
This information may not always be accurate, up-to-date 

or properly assessed. Management of operational, legal and 
regulatory risk requires, among other things, policies and 
procedures to properly record and verify a large number of 
transactions and events, and the Company’s policies and 
procedures may not be fully effective. For example, the avail-
ability of accurate and comprehensive fi nancial information 
and general credit information on which to base credit deci-
sions is more limited for small and medium-sized enter-
prises (“SMEs”) than for large corporate customers, and is 
even more limited for individuals. In spite of any credit risk 
determination procedures which the Company has in place, 
it may be unable to correctly assess the current fi nancial 
position of each prospective borrower and, in the case of 
SMEs, to determine their long-term fi nancial viability. 

Inability of the Company to successfully implement and ad-
here to effective risk management methods, including to ac-
curately assess the credit risk of its customers, could have a 
material adverse effect on the business, results of operations 
or the fi nancial position of the Company or the market price 
of the Shares. 

Operational risk and business risk can potentially 

result in fi nancial loss as well as harm to the reputation 

of the Company 

The nature of the Company’s business entails operational 
risks, including the risk of fraud by employees or outsid-
ers, clerical or record keeping errors, errors resulting from 
failures in IT or telecommunications systems, failure to 
obtain proper internal authorisation, failure to comply with 
regulatory requirements and codes of conduct or adverse 
effects of external events that may affect the operations 
and reputation of Føroya Banki. Although Føroya Banki has 
implemented risk controls and loss mitigation actions, and 
substantial resources are devoted to developing effi cient 
procedures and training staff, it is not possible to implement 
procedures which are fully effective in controlling each of 
the operational risks.

Business risk is the risk of losses caused by changes in ex-
ternal circumstances or events that harm the Company’s 
image or operational performance. Business risk includes 
strategic risk and reputational risk, which encompasses risks 
that applicable regulatory authorities may demand that the 
Company adequately cover in the future, for example in con-
nection with new capital adequacy rules. 

Failure by the Company to manage these risks could have a 
material adverse effect on the business, results of operations 
or fi nancial condition of the Company or the market price of 
the Shares.

The Company may require additional equity capital 

in the future, which may not be available or may only be 

available on unfavourable terms 

Føroya Banki’s future capital requirements depend on many 
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factors, including the future organic growth of the Company, 
the accomplishment of potential acquisitions by the Compa-
ny, the ability of the Company to access alternative fi nancing 
sources, etc. If the funds currently available to the Company 
are insuffi cient to fund future operating requirements, the 
Company may need to raise additional funds through fi -
nancings or curtail its growth and/or reduce its assets. Any 
equity or subordinated debt fi nancing, if available at all, 
may be on terms that are not favourable to the Company. If 
the Company cannot obtain adequate capital on favourable 
terms or at all, it may have a material adverse effect on its 
business, fi nancial position or operating results. 

There are risks associated with the Company’s 

complex information technology systems

Banking activities are increasingly dependent on highly 
sophisticated information technology (“IT”) systems. IT sys-
tems are vulnerable to a number of situations, such as com-
puter virus infection, malicious hacking, physical damage to 
vital IT centres and software or hardware malfunctions. In 
addition, since a large part of the operation of the Compa-
ny’s IT systems operations is outsourced to third party part-
ners, the Company faces risks relating to the failure of those 
third parties to fulfi ll their obligations towards the Company. 
Any failure in the Company’s IT systems, particularly with 
regard to retail products and services, or greater-than-ex-
pected costs for its IT systems (or delays in connection with 
their implementation) could signifi cantly affect the opera-
tions and the quality of the Company’s customer service 
and could have a material adverse effect on the business, 
operating results or fi nancial position of the Company or the 
market price of the Shares.

The Company has outsourced a material part of 

its IT operations to Elektron, and Elektron’s failure to 

comply with applicable regulations, including those 

relating to disaster recovery plans, could adversely 

affect the Company’s business 

The Company outsources a major part of its IT operations 
to P/F Elektron (“Elektron”), of which the Company owns 
34.3%. In the event that the current outsourcing becomes 
unsatisfactory, or Elektron is unable to meet its obligations 
to the Company, the Company may be unable to locate new 
outsourcing partners on a timely basis. 
 
As a result of the Company’s outsourcing arrangements, 
the Company relies on Elektron to manage its IT systems, 
including its disaster recovery system, and to practically 
ensure that the Company’s IT operations are in compliance 
with applicable law. Any failure by Elektron in operating the 
Company’s IT systems or Elektron’s failure to properly ex-
ecute the Company’s disaster recovery plan could materially 
affect the Company’s business, including the Company’s abil-
ity to manage a disaster. 

The Company may not succeed in attaining its 

strategy which could have a material adverse impact 

on the Company’s results

The key objective of the Company’s strategy is to generate 
profi table volume growth within its existing business areas 
and to generate growth from new business areas in the 
Faroe Islands and abroad. See “Description of the Company 
– Company strategy”. There can be no assurance that the 
Company’s strategy to continue to expand its existing busi-
ness areas and introduce new business areas will succeed, 
which could have a material adverse effect on the business, 
results of operations or fi nancial position of the Company 
and the market price of the Shares. 

If the Company is unable to further expand its loan portfolio 
in general, the Company may not generate suffi cient interest 
income to offset any decline in net interest margins, which 
could have a material adverse effect on the business, results 
of operations or fi nancial position of the Company and the 
market price of the Shares.

Catastrophic events, terrorist attacks, acts of war or 

hostilities could have a negative impact on the business 

and results of the Company

Catastrophic events, terrorist attacks, acts of war or hostili-
ties, and responses to those events or acts, may create eco-
nomic and political uncertainties that could have a negative 
impact on economic conditions in the areas in which the 
Company operates and, more specifi cally, could interrupt the 
Company’s business and result in substantial losses. Such 
events or acts and resulting losses are diffi cult to predict and 
may relate to property, fi nancial assets, trading positions 
or key employees. If the business continuity plans of the 
Company do not address such events or cannot be imple-
mented under the circumstances, such losses may increase. 
Unforeseeable events can also lead to additional operating 
costs, such as higher insurance premiums and the need for 
redundant systems. They may also make insurance coverage 
for certain risks unavailable, and thus increase the risk to 
which the Company is exposed. Inability of the Company to 
effectively manage these risks could have a material adverse 
effect on the business, results of operations or fi nancial po-
sition of the Company or the market price of the Shares.
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Risks relating to the Offering and 
the Offer Shares

Following the Offering, the Fund will continue to 

hold a signifi cant ownership in the Company, and the 

interests of the Fund may confl ict with the interests 

of other shareholders 

Following the Offering, the Fund expects to hold 39.4% of 
the Shares (33.4% if the Over-allotment Option is exercised 
in full). Although the Fund will be subject to the 10% voting 
limitation stated in the Company’s articles of association, 
the Fund will continue to be able to exert some infl uence 
over certain matters, including - where a supermajority of 
two-thirds of the share capital present at general meetings 
is required - the ability to block certain matters that must 
be decided by a vote of the Company’s shareholders. If the 
interests of the Fund may differ from the interests of the 
Company’s other shareholders, such other shareholders may 
be disadvantaged by any action that the Fund may seek to 
pursue. 

See “The Selling Shareholder” for further information re-
garding the Fund. 

The absence of a prior public market for, 

and possible volatility in the price of, the Shares 

could impair an investment in the Offer Shares

There has been no prior public market for the Shares, and 
the Company does not know whether the Offering will lead 
to the development of a liquid trading market. The Offer 
Price will be determined through negotiations between the 
Fund and the Global Coordinator, and it may not be possible 
to sell Offer Shares at or above the Offer Price. The price 
at which the Company’s Shares will trade will depend on a 
number of factors, including any of the factors described in 
“Risk Factors” and “Additional information - Forward-looking 
statements”, the Company’s operating results, its partners 
and competitors, and general or forecast market and eco-
nomic conditions.

The Company may issue additional Shares in the 

future and such and other substantial sales may 

signifi cantly reduce the market price of the Shares

The Company has no current plans for a subsequent offer-
ing of Shares. However, the Company may decide to offer 
additional Shares in the future, for example to effect an 
acquisition. Moreover, the Fund will be free to sell its entire 
shareholdings on the public market upon the expiration of 
the lock-up described in “Sale of Shares”. Any additional of-
fering of Shares, or any substantial sales of Shares by the 
Fund, or a public perception that such an offering or such a 
sale may occur, could have an adverse effect on the market 
price of the Shares. 

Possible unavailability of pre-emptive rights for 

shareholders in jurisdictions outside the Faroe Islands, 

Iceland and Denmark

Holders of Offer Shares outside the Faroe Islands, Iceland 
and Denmark may be unable to exercise any pre-emptive 
rights to subscribe for securities in respect of their Shares, 
unless the Shares or any rights or other securities being of-
fered have been registered with the relevant authorities in 
such jurisdiction. The Company is under no obligation, and 
does not intend, to fi le a registration statement or similar 
document in any jurisdiction outside the Faroe Islands, Ice-
land and Denmark in respect of any of the Offer Shares, and 
makes no representation as to the availability of any exemp-
tion under the laws of any jurisdiction outside the Faroe 
Islands, Iceland and Denmark in respect of any such rights 
in the future.

The projected fi nancial information included 

in this Prospectus may differ materially from the 

Company’s actual results

The fi nancial projections included under “Operating and fi -
nancial review and prospects” are Føroya Banki’s projections 
of the results of operations for the year ending December 
31, 2007. Applicable rules of the CSE require the Company to 
disclose a forecast and the principal assumptions on which 
the forecast is based. Føroya Banki has prepared the projec-
tions and assumptions in accordance with such applicable 
rules. The projections and plans are based upon a number of 
assumptions (including the success of the Company’s strat-
egy), some of which may not materialize or may change. In 
addition, unanticipated events may adversely affect the ac-
tual results achieved by the Company in 2007. Consequently, 
the actual results may vary materially from these projections 
and plans. See “Additional information - Forward-looking 
statements”.
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Background of the Offering

Since 1994, Føroya Banki has been controlled by the Financ-
ing Fund of 1992. The Fund is a foundation whose only ben-
efi ciary is the Faroese Government (Føroya Landstýri). See 
“The Selling Shareholder” for a description of the Fund. 

On May 2, 2006, the Faroese Parliament (Løgtingið) adopted 
a proposal put forward by the Faroese Minister of Finance, 
authorising the Fund to privatise Føroya Banki. The proposal 
stresses that Føroya Banki is to be maintained as an inde-
pendent, strong, commercial player in the Faroese business 
environment and economy, and that the selling of the Bank 
must not reduce the competition in the Faroese fi nancial 
sector including in the Faroese insurance industry. Further-
more, the proposal requires that Føroya Banki be registered 
on the Faroese Securities Market, VMF, on ICEX. 

The Fund intends to sell 60% of the Shares in the Offering. 
The number of shares offered may be increased to 66% of 
the Shares if the Over-allotment Option is exercised in full. 
Furthermore, the Fund intends to list the Shares on both 
ICEX and the CSE. 

The Fund will receive the full proceeds from the Offering, 
which means that Føroya Banki will not receive any portion 
of the proceeds. According to the proposal adopted by the 
Faroese Parliament on May 2, 2006, the proceeds shall ulti-
mately be used to repay public debt and/or shall be placed in 
a fi nancial fund. 
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Dividends and dividend policy

The Shares, including the Offer Shares, will be eligible for all 
and any dividends declared or payable by the Company.

Pursuant to the Faroese Public Companies Act, the annual 
general meeting of a company’s shareholders must authorize 
the distribution of dividends on the basis of the adopted an-
nual accounts for the most recent fi nancial year. The annual 
general meeting cannot authorize the payment of dividends 
exceeding the amount recommended by a company’s board 
of directors. The payment of interim dividends is not possi-
ble under Faroese law. 

Upon listing, the Company’s Board of Directors intends to 
adopt a dividend policy which refl ects the long-term earn-
ings and cash fl ow potential of the Company, while main-
taining an appropriate capitalisation that allows the Com-
pany to pursue its growth ambitions. Assuming the avail-
ability of suffi cient distributable reserves at the time, taking 
into account the Company’s growth strategy, and subject to 
the aforesaid and to any regulatory capital requirements, 
the Board of Directors intends to target a dividend of not 
less than 30% of the Company’s reported annual result after 
tax as from the fi nancial year 2007. In addition, the Board 
of Directors will continuously assess the Company’s capital 
structure with the purpose of returning any capital to share-
holders that is believed not to be required by the Company. 

The actual payment of dividends in the future will depend 
on a number of factors, including, but not limited to, the 
Company’s future earnings, capital requirements, fi nancial 
position and prospects, applicable restrictions on the pay-
ment of dividends under Faroese law and other factors that 
the Company’s Board of Directors may consider relevant. 
The Company cannot assure that dividends will be proposed 
or declared at all in any given year.

2 At the time of declaring and paying out the dividends mentioned, the nominal value of each Share was DKK 100.

Dividends are paid out in accordance with the rules of VP 
Securities Services in force from time to time, and will be 
paid to the shareholders’ account with their account-holding 
bank.

See “Taxation” for a summary of certain Faroese, Icelandic 
and Danish tax consequences in respect of dividends or dis-
tributions to holders of Offer Shares.

Recent dividend payments

The Company paid dividends of DKK 0 in 2007 for the fi nan-
cial year 2006, DKK 600 million in 2006 for the fi nancial 
year 2005, corresponding to DKK 60 per share of nominal 
DKK 20, and DKK 50 million in 2005 for the fi nancial year 
2004, corresponding to DKK 5 per share of nominal DKK 202.
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The following tables show the capitalisation and indebted-
ness of Føroya Banki as of March 31, 2007. These tables 
should be read in conjunction with the Company’s fi nancial 
statements (and the notes thereto) included elsewhere in 
this Prospectus and in conjunction with “Operating and fi -
nancial review and prospects.” 

Capitalisation and indebtedness

Except for the closing of a syndicated term loan of EUR 155 
million as of April 3, 2007 there has been no material change 
in the Company’s capitalisation or indebtedness since March 
31, 2007. See “Operating and fi nancial review and prospects 
– Recent developments”. 

Føroya Banki will not receive any portion of the proceeds 
from the Offering.

All liabilities are unguaranteed and unsecured.

 At March 31, 2007

In millions DKK

 
Deposits 

Deposits from credit institutions and 
central banks  99.1 
Other deposits  4,908.9 
Total deposits  5,008.0 

 
Borrowings 

Issued bonds  - 
Issued bonds at fair value  - 
Loans from credit institutions  742.6 
Other borrowings  109.9 
Total borrowings  852.6 

 
Subordinated loans 

Tier 1  - 
Tier 2  - 
Total subordinated loans  - 

 
Shareholders’ equity  

Share capital  200.0 
Other equity  1,089.5 
Total shareholders’ equity  1,289.5 

 
Total capitalisation  7,150.1 

 At March 31, 2007

In millions DKK

 
(A) Cash  28.5 
(B) Cash equivalent  164.8 
(C) Trading securities  815.9 
(D) Total liquidity (A+B+C)  1,009.1 

 
(E) Current fi nancial receivable  993.9

 
(F) Current bank debt  99.1
(G) Current portion of non current debt 742.6
(H) Other current fi nancial debt  4,872.7
(I) Total current fi nancial 

 debt (F+G+H) 5,714.4

 

(J) Net current fi nancial 

 indebtedness (I-E-D)  3,711.4

 
(K) Non current bank loans  - 
(L) Bonds issued  - 
(M) Other non current loans  146.1 
(N) Total non current fi nancial 

 indebtedness (K+L+M)  146.1 

 
(O) Total net fi nancial 

 indebtedness (J+N)  3,857.5 

Capitalisation Indebtedness



23Føroya Banki

The tables below set forth selected audited fi nancial and 
operating data for the Company for the years ended Decem-
ber 31, 2004, 2005 and 2006 and selected unaudited and 
unreviewed fi nancial and operating data for the three month 
periods ended March 31, 2006 and 2007 prepared in accord-
ance with Faroese GAAP. 

The selected fi nancial and operating data for the years ended 
December 31, 2006, 2005 and 2004 have been derived from 
the fi nancial statements that are included elsewhere in this 
Prospectus, which were audited by Føroya Banki’s independ-
ent auditors, SPEKT and Rasmussen & Weihe. 

Selected fi nancial and operating data

The unaudited and unreviewed fi nancial statements for the 
three month period ended March 31, 2007 (with comparison 
to the quarter ended March 31, 2006) include all adjustments 
considered necessary for a fair presentation of the Company’s 
fi nancial position and results of operations for such periods. 
Operating results for the three month period ended March 31, 
2007 are not necessarily indicative of the results that may be 
expected for the entire year ending December 31, 2007.

All translations of fi nancial information into Euro in the ta-
bles below have been made using the Danish Central Bank’s 
market rate at December 29, 2006 of EUR 1.00 = DKK 7.456.

Income statement

 Year ended December 31 Q1 ended March 31 

 2004 2005 2006 2006 2006 2007

In millions DKK DKK DKK EUR DKK DKK

    
Net interest income 235 234 239 32 58 69
Fee and commision income 21 21 35 5 6 10
Dividends from shares and other 
investments 0 1 2 0 0 0
Net interest and fee income 256 255 275 37 64 79

Value adjustments 1 8 7 1 -4 13
Other operating income -2 2 -2 0 0 -1
Results from net fi nancials 255 265 280 38 60 91

Expenses 127 143 162 22 35 47
Provisions for poor and doubtful debts 12 -34 -68 -9 -3 -5
Income from groups and associates 5 2 7 1 2 5
Profi t before tax 121 158 193 26 30 54

Tax 24 30 34 5 5 10

Net profi t for the year 97 129 159 21 25 44
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Balance sheet

 Year ended December 31 Q1 ended March 31 

 2004 2005 2006 2006 2006 2007

In millions DKK DKK DKK EUR DKK DKK

    
Cash in hand and due from credit    
institutions, etc. 289 178 533 72 368 193
Loans and advances 3,636 4,071 5,408 725 4,364 5,804
Bonds, shares and investments 1,560 2,013 1,147 154 1,688 1,057
Other assets 112 111 124 17 89 96
Total assets 5,597 6,374 7,213 967 6,509 7,150

Due to credit institutions 70 113 1,243 167 100 842
Deposits 3,870 4,507 4,647 623 5,214 4,909
Other liabilities 99 668 78 10 84 110
Equity, end of year 1,557 1,086 1,246 167 1,111 1,290
Total liabilities and equity 5,597 6,374 7,213 967 6,509 7,150

    
Off-balance-sheet items 148 237 359 48 233 364

    
Dividends 50 600 0 0 0 0
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Cash fl ow statement

 Year ended December 31 Q1 ended March 31 

 2004 2005 2006 2006 2006 2007

In millions DKK DKK DKK EUR DKK DKK

    
Net profi t for the year 97 129 159 21 25 44
Adjustment of non-liquid operating 
items, etc. 34 -23 -70 -9 1 -14
Earnings 131 106 90 12 26 30

Change in loans -138 -405 -1,271 -170 -290 -391
Change in deposits 90 637 140 19 707 262
Due to credit institutions and 
central banks 13 43 1,130 151 -14 -401
Change in other assets -10 -2 16 2 21 30
Provisions for commitments -1 -1 0 0 0 0
Prepayments 0 0 -1 0 -1 -1
Change in other liabilities -8 14 11 1 -583 32
Cash fl ow from 

operating activities 78 392 115 15 -134 -438

Investments and acquisitions -10 -6 -51 -7 -1 -4
Sale of assets 7 3 1 0 2 6
Cash fl ow from 

investing activities -3 -3 -50 -7 1 2

Change in holding of bonds -57 -391 937 126 355 106
Change in holding of shares -8 -58 -46 -6 -33 -10
Dividends paid -20 -50 -600 -80 0 0
Cash fl ow from 

fi nancing activities -85 -499 291 39 323 96

    
Cash fl ow for the year -10 -111 355 48 190 -340
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Notes:
1) The principle governing the calculation of the return on equity has been changed as of December 31, 2006. Return on equity is now calculated on the basis of average equity  
 over the year, which is in accordance with the recommendations of the Danish FSA. Consequently, the return on equity for the years 2004 and 2005 has been restated. 
2)  Not including provisions for poor and doubtful debt.

Key fi gures

 Year ended December 31 Q1 ended March 31 

  2004 2005 2006 2006 2007

    
Solvency ratio, pct.  47.3 27.5 23.8 25.7 23.0
Core capital ratio, pct.  47.4 27.6 23.8 25.7 23.1
Return on equity before tax, pct. 1)  7.9 12.0 16.6 2.7 4.2
Return on equity after tax, pct. 1)  6.3 9.8 13.7 2.2 3.5
Income / cost ratio, DKK 2)  2.04 1.87 1.77 1.78 2.03
Interest rate risk, pct.  1.4 3.4 1.1 1.5 2.7
Foreign exchange position, pct.  3.5 8.1 11.8 10.9 11.4
Foreign exchange risk, pct.  0.0 0.0 0.0 0.0 0.0
Loans, advances and provisions in    
relation to deposits, pct.  106.0 98.6 122.9 90.7 124.3
Excess cover relative to statutory    
liquidity requirements, pct.  261.2 244.9 132.2 213.5 62.3
Large exposures as a percentage of equity  30.6 51.1 126.5 127.0 127.4
Share of amounts due on which     
interest rates have been reduced, pct.  1.7 1.3 0.4 0.6 0.4
Provisioning ratio  11.0 7.9 5.0 7.4 4.6
Write-off and provisioning ratio  0.3 -0.7 -1.1 -0.1 -0.1
Annual growth on loans and advances, pct.  3.5 12.0 32.8 21.3 33.0
Gearing of loans and advances  2.3 3.7 4.3 3.9 4.5
Number of Shares in issue at period end  1,000,000 2,000,000 2,000,000 2,000,000 10,000,000 
Number of FTEs   196 191 221 198 221
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The following discussion and analysis should be read in 
conjunction with the Company’s fi nancial statements and 
related notes appearing elsewhere in this Prospectus. The 
audited fi nancial statements for the years ended December 
31, 2004, 2005 and 2006 as well as the unaudited and un-
reviewed fi nancial statements for the three-month periods 
ended March 31, 2006 and 2007 have been prepared in ac-
cordance with Faroese GAAP. See accounting policies for the 
audited fi nancial statements for the years ended December 
31, 2004, 2005 and 2006 and for the unaudited and unre-
viewed fi nancial statements for the three-month periods 
ended March 31, 2006 and 2007 on pages F-4 and F-5. The 
following discussion contains forward-looking statements 
and the Company’s actual results could differ materially 
from those discussed herein because of the factors discussed 
in “Risk factors” or other factors. See “Additional informa-
tion - Forward-looking statements”. 

Overview

Føroya Banki is a leading bank in the Faroe Islands with 
overall market shares of 44% of loans and 39% of deposits 
among domestic banks3. 

Føroya Banki serves commercial, institutional and retail cus-
tomers and has a service offering of similar nature to that 
of other Nordic banks. Føroya Banki has a network of 20 
branches on the islands which ensures, close contact with 
both retail and corporate customers. As of April 30, 2007, 
Føroya Banki had 225 FTEs serving approximately 18,000 re-
tail customers and 1,700 corporate customers. 

For the year ending December 31, 2006, Føroya Banki had a 
net interest and fee income of DKK 275 million, a profi t on 
ordinary activities before tax of DKK 193 million and an in-
come to cost ratio of 1.77. The return on equity after tax was 
13.7% while the solvency ratio was 23.8%. 

Føroya Banki operates three principal business units:

• Retail Banking 
–  Føroya Banki is a full-service retail bank with an exten-

sive range of products and services offered to domestic 
customers through a nationwide branch network. As of 
April 30, 2007 the Retail Banking unit had 122 FTEs. 

• Corporate Banking
– Føroya Banki offers a range of corporate banking serv-

ices including advice and assistance in connection 
with fi nancing, cash management, currency transac-

Operating and fi nancial review and prospects

tions, investments, mergers and acquisitions as well as 
numerous other services required by businesses and 
public institutions. As of April 30, 2007 the Corporate 
Banking unit had 35 FTEs. 

• Markets & Treasury
–  Føroya Banki offers a range of services within the fi eld 

of investments and asset management for institutional, 
corporate and private customers. In addition, Markets 
& Treasury provides services to other departments 
within the bank. As of April 30, 2007 the Markets & 
Treasury unit had 14 FTEs. 

In addition, Føroya Banki owns and operates the second larg-
est non-life insurance company on the Faroe Islands, Trygd. 
For the year ending December 31, 2006, Trygd had an esti-
mated market share in the Faroese non-life market of 22%4, 
gross written premiums of DKK 72 million and a profi t on 
ordinary activities before tax of DKK 7 million.

The Faroese banking system is regulated by Faroese and 
Danish law and supervised by Danish authorities, while the 
Faroese insurance system is regulated by Faroese law and 
supervised by Faroese authorities.

Factors affecting results of operations 

Macroeconomic factors

The results of Føroya Banki are affected by a number of mac-
roeconomic factors including economic cycles, volatility in 
the fi nancial markets and fl uctuations in interest rates and 
exchange rates.

In the period 2004-06, the macroeconomic environment of 
Føroya Banki improved. Following an economic set-back in 
2003 caused by diseases in the aquaculture industry and fall-
ing prices in the sea-based fi shing industry, the Faroe Islands 
have recorded increasing GDP growth for the last three years. 

2004 was still affected by the down-turn in 2003, but in 
2005 the Faroese economy started to recover at a rapid 
pace. Improved conditions in the fi shing industry combined 
with the global economic upswing boosted both consumer 
and industrial optimism, and unemployment started to drop 
from a peak level of 4.3% in 2004. 

In 2006, the economy accelerated its growth rate with GDP 
increasing by more than 10%. Private households were posi-
tively affected by a very low unemployment rate, access to 
new fl exible mortgage products and a resulting increase in 

3 Source: Føroya Banki and the Faroese Governmental Bank, 2006
4  Source: Trygd management based on experienced market development in 2006 and known market share from 2005 of 21% (source: annual reports 2005 from Trygd and 

Tryggingarfelagið Føroyar P/F) 
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housing prices. In addition, the corporate segment has ex-
hibited a very positive development with a growing number 
of mergers and acquisitions and with investment levels 
generally increasing. This development has continued into 
the fi rst quarter of 2007, where the annualised growth rate 
in paid wages, as an indicator of GDP growth, has reached 
10%. 

The favourable economic conditions especially in 2005 and 
2006 have in particular increased the demand for fi nancing 
and fi nancial services both in the Bank’s retail and corporate 
customer segments.

During 2005 and 2006, the Faroese aquaculture industry 
was restructured and consolidated, which created a healthier 
foundation for the industry. Based on this, the credit ratings 
of Føroya Banki’s customers in the aquaculture industry 
have improved. Føroya Banki has therefore been able to 
carry back large provisions for poor and doubtful debt made 
during 2003, thereby signifi cantly increasing the Bank’s net 
profi t levels in 2005 and 2006. 

Within the Euro Zone, and accordingly in Denmark and the 
Faroe Islands, interest levels were stable through 2004 and 
until December 2005 when the European Central Bank raised 
its leading interest rate. In 2006, interest rates went up fur-
ther due to several additional increases put forward by the 
European Central Bank. This development was followed by 
the Faroese fi nancial market. The increasing interest level 
had a negative effect on the value adjustments from the 
Bank’s portfolio of bonds. However, the favourable interna-
tional conditions had a positive impact on the Bank’s income 
from value adjustments of the Bank’s growing portfolio of 
shares. During the fi rst quarter of 2007 average interest 
margins on the Faroese market increased slightly, although 
price competition on deposit rates has somewhat intensifi ed 
in April 2007.

Industry related factors

During 2005, the Faroese fi nancial market was affected by 
growing competition. This was particularly evident in late 
2005 when a short interest price war took place among 
all Faroese banks. The result was a substantially lower net 
interest margin for Føroya Banki. However, as loans and 
deposits went up signifi cantly in the same period, the total 
effect on the Bank’s net interest income was moderate. In 
2006, competition took place on a healthier basis, although 
the Faroese fi nancial market has remained competitive. 

Company related factors

In 2005, Føroya Banki launched a new strategy. As part of 
the strategy, the Bank increased its focus on developing 
human resources and strengthening of its general compe-
tence level so as to create a good basis for future growth. 
Consequently, Føroya Banki recruited a number of new 
employees in 2005 and 2006, many of whom have com-

pleted programmes of higher education. This generated an 
increase in staff costs in 2005 and 2006. Also contributing 
to this increase was the celebration of the Bank’s 100th an-
niversary in 2006, in connection with which a general bonus 
equivalent to one month’s salary was paid to all employees. 
A provision was made in the accounts for 2005 to cover the 
bonus, which was paid out in April 2006. 
 
In addition to the above, administrative expenses went up in 
2006, partly as a consequence of increased costs related to 
IT, training of staff and use of external consultancy services 
as well as non-recurring expenses related to the Bank’s cen-
tennial celebration. 

In 2006 Føroya Banki initiated a modernisation of its fee and 
commission policy, which generated a considerable increase 
in income from fees and commissions. Also contributing to 
this improvement was a general increase in fee and com-
mission generating activities in the Bank, such as advisory 
services in connection with investments.

In March 2006, a large dividend was distributed by Føroya 
Banki as part of its preparations for privatisation. This re-
duced the solvency level of Føroya Banki and had lowered 
net interest income. 

In continuation of the Bank’s growth strategy, Føroya Banki 
in May 2007 implemented a re-branding project strengthen-
ing the marketing and communication platform by launching 
a new graphical identity and a new website for the Company. 
In connection with the re-branding project in May 2007 all 
of the Bank’s branches were refurbished externally with new 
signs and marketing banners.

Key fi nancial objectives

In order to continuously measure the development of the 
business, the management of Føroya Banki monitors the fol-
lowing indicators: 

•  Growth in net interest, fee and commission income – ex-
presses the underlying development of the Company’s 
top-line core business with close focus on the develop-
ment in interest margins; 

•  Cost/income ratio – expresses the relation between the 
level of costs and income indicating the Company’s ability 
to maintain a profi table business;

•  Solvency ratio – expresses the relation between the Com-
pany’s capital base and its business exposure in the form 
of risk-weighted assets. The capital base constitutes tier 1 
and tier 2 capital, where tier 1 capital primarily comprises 
equity, and tier 2 capital comprises subordinated capital. 
The minimum solvency ratio required by the Danish Fi-
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nancial Supervisory Authority (the “Danish FSA”) is 8%. 
Currently, Føroya Banki’s capital base does not embrace 
tier 2 capital; and

•  Return on equity after tax – expresses the profi t after tax 
in relation to the average equity over the year.

Føroya Banki’s key fi nancial objectives are as follows:

•  Average annual organic growth of 10% in net interest, fee 
and commission income up to 2010;

•  A long-term cost/income ratio below 50%;

•  A long-term solvency ratio of 12%. In absolute terms 
Føroya Banki will aim to have a minimum tier 1 capital 
of DKK 1.2 billion in order to be able to participate in 
important lending arrangements of a certain size. The 
Senior Management and Board of Directors will continu-
ously evaluate the capital base of the Company to ensure 
that the Bank has the most optimal capital structure in 
relation to its strategy. This may include considerations 
concerning tier 2 capital and hybrid tier 1 capital in the 
future. Capital that is not required for the organic or ac-
quisitive development of the Company will be returned to 
the shareholders; and

•  A long-term return on equity after tax of 12%. The return 
on equity should be seen in connection with the solvency 
ratio, with a lower solvency facilitating a higher return on 
equity and visa versa.

There can be no assurance, however, that Føroya Banki will 
be able to achieve these targets. The targets are necessar-
ily based on a number of assumptions and estimates that, 
while presented with numerical specifi city and considered 
reasonable by the Company, are inherently subject to sig-
nifi cant business, operational, economic and competitive 
uncertainties and contingencies, many of which are beyond 
the Company’s control, and upon assumptions with regard to 
future business decisions that are subject to change. These 
targets also assume that the Company’s business strategy 
will be successful, including the efforts to diversify the Com-
pany’s activities to new business areas. The success of this 
strategy is subject to uncertainties and contingencies beyond 
Føroya Banki’s control, and no assurance can be given that 
the strategy will be effective or that the anticipated benefi ts 
from the strategy will be realised in the periods for which 
targets have been prepared, or at all. Consequently, Føroya 
Banki cannot provide any assurance that these targets will 
be achieved. The targets may vary materially from the Com-
pany’s actual results. Prospective investors in the Shares are 
cautioned not to place undue reliance on this information. 
See “Additional information - Forward-looking statements” 
and “Risk factors”.

Critical accounting principles 
and accounting assumptions and 
estimates 

The preparation of Føroya Banki’s fi nancial statements re-
quires the Senior Management to make judgments, assump-
tions and estimates that affect the amounts reported in the 
Company’s fi nancial statements and the related notes. The 
Company’s most important accounting policies are summa-
rised on pages F-4 and F-5 of the “Index to fi nancial state-
ments”. Because of their nature, various elements of the 
Company’s accounting policies are subject to estimations, 
valuation assumptions and other subjective assessments. 
Summarised below are the Company’s critical accounting 
policies under Faroese GAAP, which are the accounting poli-
cies that refl ect signifi cant judgments or uncertainties, and 
potentially result in materially different results under differ-
ent assumptions and conditions. Estimates and assessments 
are continually evaluated and are based on historical experi-
ence and other factors, including reasonable expectations of 
future events that are believed to be reasonable under the 
circumstances. Føroya Banki’s critical accounting policies 
are determined by its Senior Management, in consultation 
with the Company’s internal auditor and external auditors. 
Although the Company believes that its judgements and 
estimates are appropriate, actual results may differ from 
these estimates under different assumptions or conditions. 
If actual results differ signifi cantly from the estimates and 
projections, this could have material adverse effect on the 
Company’s fi nancial statements.

Although Føroya Banki owns the subsidiaries P/F Trygd 
(insurance), P/F Skyn (real estate brokerage), P/F Vestlax 
(aquaculture) and P/F FB Holding (no activities) it has not 
prepared fi nancial statements on a consolidated group ba-
sis. This is in accordance with Executive order 104/2001 on 
Financial Reporting etc., which does not allow for consolida-
tion with insurance companies (P/F Trygd) and with com-
panies temporarily owned in connection with restructuring 
of activities (P/F Vestlax). Further, in accordance with the 
Danish FSA’s guidelines to the Executive order 104/2001 on 
Financial Reporting etc., consolidation is not required if the 
combined balance sheet total of subsidiaries is insignifi cant 
to the balance sheet total of the parent company. This is 
deemed to be the case, with the remaining subsidiaries be-
ing Skyn (founded in November 2006 and with a book equity 
of DKK 0.5 million at year-end 2006) and FB Holding (with a 
book equity of DKK 1.7 million at year-end 2006 and which is 
to be dissolved).

Interest and commission

Interest income, interest expenses and current commissions 
are accrued. Interest receivable and payable are carried in 
the balance sheet under “Other assets” / “Other liabilities” to 
the extent that they have not been added to the respective 
accounts. 
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Fees and non-recurring commission are recognised on an ac-
crual basis as of when the service has been provided.

Bonds, shares and mortgages

Under Faroese GAAP, bonds, shares and derivatives are 
measured at fair value. The fair values of quoted invest-
ments are based on prevailing stock exchange prices at the 
balance sheet date. The fair values of derivative instruments 
are determined using pricing models that take into account, 
among other factors, contractual and market prices, correla-
tions, time value and yield curve volatility. 

If the market for a fi nancial asset is not liquid, which may 
be the case for a minority of the Bank’s holdings, the Bank 
establishes fair value by using customary market valuation 
techniques. Realised and unrealised gains and losses arising 
from changes in the fair value of the fi nancial assets at fair 
value are recognised in the income statement in the period 
in which they arise.

Loans, guarantees and amounts due 

from credit institutions

Loans are recognised at nominal value when cash is ad-
vanced to borrowers. 

Provision for losses on the loan portfolio is made to meet 
the risk attached to lending activities. The provision for loss-
es on loans is based on estimation and does not represent a 
fi nal write-off. Objective estimates regarding the provisions 
for losses on loans, take into account the following factors: 
(i) Signifi cant fi nancial diffi culty on the part of the borrower, 
(ii) breach of loan contract, e.g. default on payments, (iii) 
observable data indicating a signifi cant decrease in estimat-
ed future cash fl ows from the borrower, (iv) the likelihood of 
the borrower entering into bankruptcy or fi nancial reorgani-
sation, and (v) the disappearance of an active market for the 
fi nancial assets due to fi nancial diffi culties.

When a loan is uncollectible, it is fully written-off against 
the provision for loan impairment on the balance sheet. 
Loans are written-off after all the necessary procedures have 
been completed, as provided for in the Bank’s rules, and 
the amount of the loss has been determined. Subsequent 
recoveries of amounts previously written-off decrease the 
amount of the provision for loan impairment in the income 
statement.

Fixed-rate amounts due to the Bank are stated at the lower 
of their current outstanding amounts and the market value 
at the balance sheet date. Value adjustment of fi xed-rate 
loans and advances is incorporated in the income statement.

Amounts due to credit institutions, 

central banks and deposits

Amounts due are included at nominal value. These amounts 
are mostly composed of deposits made by the Bank’s cus-

tomers, but amounts due to credit institutions are increasing 
as a result of the Bank’s operations. 

Three-month periods ended March 31, 
2006 and 2007 

Results of operations

The following sections describe the main components of the 
income statement. 

Revenues

The Bank’s most important source of revenue is net inter-
est income. Gross interest income is mainly generated from 
loans to customers, loans on the capital market and invest-
ments in bonds. Likewise, interest expenses are mainly 
related to customer deposits and capital market deposits. 
In addition to this, the Bank receives an increasing share of 
total revenue from net fees and commissions. 

The Bank also receives income from its subsidiaries and 
associated holdings, which are all valuated by the equity 
method with the exception from Vestlax and Bakkafrost 
Holding, which are valued at cost price. Other shares in the 
portfolio of the Bank may bring the Bank an added income in 
the form of dividends. Finally, income may be generated due 
to revaluations of currency positions, bonds and shares.

Net interest income

The net interest income for the three-month period ended 
March 31, 2007 was DKK 69 million compared to DKK 58 mil-
lion for the same period in 2006. The increase was realised 
from a combination of lending growth and higher margins.

Net interest and fee income

Net interest and fee income amounted to DKK 79 million for 
the three-month period ended March 31, 2007 compared to 
DKK 64 million for the same period in 2006. Net fee and com-
mission income amounted to DKK 10 million and increased 
by DKK 4 million compared to the same period in 2006. The 
increase is a consequence of generally higher fee levels com-
bined with a change in strategy concerning the investment 
area. 

Results from net fi nancials

Value adjustments amounted to DKK 13 million for the three-
months period ended March 31, 2007. During the same period 
in 2006 Føroya Banki realised a loss of DKK 4 million. Partly 
due to this, the results from net fi nancials increased by 51% 
year-over-year from DKK 60 million in the fi rst three months 
of 2006 to DKK 91 million for the same period in 2007. 

Expenses

The operating expenses of the Bank originate from expenses 
to administration, salaries, amortisations and depreciations. 
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For the three-months period ended March 31, 2007 employee 
and administrative expenses increased with DKK 11 million 
corresponding to a 33% increase compared to the same peri-
od 2006. The increase was expected, and is a natural conse-
quence of the increased level of activities and the continuing 
expansion of the business scope.

Profi t for the year

Profi t before tax amounted to DKK 54 million for the three-
months period ended March 31, 2007 compared to DKK 30 
million in the fi rst quarter of 2006. The increase is a result 
of the factors discussed above combined with a minor ef-
fect from increased reversals of loan provisions as well as 
increased income from group enterprises and associated 
companies. Income from group enterprises and associated 
companies primarily related to a one-off capital gain on the 
sale of a 2.2% stake in Bakkafrost.

Net profi t for the three-month period ended March 31, 2007 
was DKK 44 compared to DKK 25 million for the same pe-

riod in 2006. The effective tax rate was approximately 18% 
in both periods. 

Balance sheet

The following sections describe the main components of the 
balance sheet.

The Company’s assets comprise cash in hand and deposits 
with credit institutions etc., loans, deposits, bonds, shares, 
investments in group enterprises and associates, tangible as-
sets and other assets. 

The liabilities are comprised of debt due to credit institu-
tions and central banks, deposits, other debt and equity. 

The total balance was DKK 7,150 million as of March 31, 
2007 compared to DKK 6,509 million as of March 31, 2006. 
Guarantees have increased 56% year-over-year to DKK 364 
million.

Income statement, three-month periods ended March 31, 2006 and 2007

 Three months ended March 31 

    2006 2007

In millions    DKK DKK

  
Interest income, etc.    74.2 105.3
Interest expenses, etc.    16.3 36.3
Net interest income    57.9 69.0

Dividends from shares and other investments     0.2 0.1
Fee and commission income, etc.    6.4 10.0
Fees and commissions paid    0.1 0.1
Net interest and fee income    64.4 79.0

Value adjustments of securities and foreign exchange, etc.   -4.1 12.7
Other operating income    -0.4 -1.2
Results from net fi nancials    59.9 90.5

Employee and administrative expenses    33.5 44.6
Amortisation, depreciation and write-downs    1.4 2.6
Other operating expenses     0 8
Provisions for poor and doubtful debts (net)    -2.8 -5.2
Income from groups and associates    2.1 5.3
Profi t from ordinary activities before tax    30.0 53.8

Tax    5.4 9.8

Net profi t for the period    24.5 44.0
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Balance sheet, March 31, 2006 and 2007 and year-end 2006

 At December 31 At March 31 At March 31

 2006 2006 2007

In millions DKK DKK DKK

  
Assets   

Cash in hand and demand deposits with central banks 201.9 71.3 45.0
Due from credit institutions, etc. 331.6 296.5 148.2
Loans and advances 5,408.1 4,364.1 5,803.6
Bonds, etc. 864.1 1,441.7 773.0
Shares, etc. 134.8 117.2 136.8
Investments in associates 35.0 4.7 34.4
Investments in group enterprises 113.4 124.5 112.9
Tangible assets 60.8 60.2 62.5
Other assets 57.1 22.8 26.9
Prepayments 6.0 6.2 6.7
Total assets 7,212.9 6,509.0 7,150.1

   
Liabilities and equity   

Due to credit institutions and central banks 1,243.1 100.0 841.7
Deposits 4,646.7 5,213.9 4,908.9
Other liabilities 74.5 81.1 106.9
Deferred income 0.0 0.0 0.0
Provisions for obligations 3.1 3.4 3.0
   
Equity   

Share capital 200.0 200.0 200.0
Reserves 2.8 10.9 2.8
Result for the period 152.4 24.5 44.0
Brought forward from previous years 890.3 875.2 1,042.7
Total equity 1,245.5 1,110.6 1,289.5

Total liabilities and equity 7,212.9 6,509.0 7,150.1

   
Off balance sheet items   

Guarantees, etc. 359.1 233.4 363.6

Assets

As of March 31, 2007 total loans and advances amounted to 
DKK 5,804 million compared to DKK 4,364 million on March 
31, 2006 and DKK 5,408 million at year-end 2006. This cor-
responded to a total lending growth of 33% year-over-year 
and a growth of 7% over the fi rst three months of 2007. The 
growth is primarily related to a continued high activity level 
in the Faroese economy. 

As a consequence of the growth in lending, the Bank reduced 
its holdings of bonds to DKK 773 million by the end of the 
fi rst three months of 2007 compared to DKK 1,442 million 
on March 31, 2006 and DKK 864 million at year-end 2006. 

The Bank’s holdings of shares at the end of the fi rst three 
months of 2007 was DKK 137 million compared to DKK 117 
million on March 31, 2006 and DKK 135 million at year-end 
2006.

Liabilities and equity

Apart from reducing the Bank’s bond portfolio, the substan-
tial increase in loans and advances since March 31, 2006 has 
primarily been fi nanced through an increase in debt to credit 
institutions, which went up by DKK 742 million year-over-
year. From year-end 2006 until March 31, 2007 debt to credit 
institutions has, however, been reduced by DKK 401 million 
through a simultaneous reduction of cash in hand and de-
posits with credit institutions. 
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As of March 31, 2007 deposits from customers were DKK 
4,909 million, corresponding to 94% of deposits in place on 
March 31, 2006. Since year-end 2006, deposits have, how-
ever, increased by 6%. 

Equity increased to DKK 1,290 million by the end of the fi rst 
three months of 2007 compared to DKK 1,111 million as of 
March 31, 2006 and DKK 1,246 million at year-end 2006.

Cash fl ows

For cash fl ow statements for the three-month periods ended 
March 31, 2006 and 2007, see page F-8.

Years ended December 31, 
2004, 2005 and 2006 

Results of operations

The following sections describe the main components of the 
income statement. 

Revenues

Net interest income

The net interest income in 2005 was DKK 234.2 million 
compared to DKK 234.6 million in 2004. The minor decrease 
from 2004 to 2005 took place despite of higher lending and 
deposit activities and was mainly caused by a declining net 
interest margin. The net interest margin is interest income 
less interest expenses as a percentage of average total inter-
est earning assets. 

Net interest income increased marginally to DKK 238.7 mil-
lion in 2006. But in 2005, the growth in net interest income 
was below the growth in lending activities because of a fall-
ing net interest margin. 

Although it only lasted for a short period of time, a price war 
took place in 2006, which to some extent pushed down the 
net interest margin in 2005 and 2006. In addition to this, the 
Bank has experienced a need for securing external sources 
of funding since the growth in deposits has been lower than 
the growth in lending. This external funding is provided on 

Income statement, 2004-2006

  Year ended December 31 

 2004 2005 2006

In millions DKK DKK DKK

  
Interest income, etc. 292.5 298.3 327.4 
Interest expenses, etc. 58.0 64.1 88.7 
Net interest income 234.6 234.2 238.7 

Dividends from shares and other investments  0.5 0.5 1.5 
Fee and commission income, etc. 21.1 20.8 35.0 
Fees and commissions paid 0.2 0.3 0.3 
Net interest and fee income 255.9 255.3 275.0 

Value adjustments of securities and foreign exchange, etc. 1.1 7.6 7.4 
Other operating income -2.2 2.2 -2.0 
Results from net fi nancials 254.8 265.1 280.4 

Employee and administrative expenses 121.8 136.1 154.4 
Amortisation and depreciation  5.3 6.4 7.6 
Other operating expenses  0 0 0 
Provisions for poor and doubtful debts (net) 11.6 -34.3 -68.0 
Income from groups and associates 4.9 1.5 7.0 
Profi t from ordinary activities before tax 121.2 158.5 193.4 

Tax 24.1 29.5 34.0 

Net profi t for the year 97.1 128.9 159.4 
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the international capital markets. The deposits were signifi -
cantly affected by the dividend payout of DKK 600 million 
which was initially placed as deposits and later withdrawn. 
The dividend payout resulted in an increased interest ex-
pense of DKK 15.3 million in 2006.

Net interest and fee income

Net interest and fee income in 2005 was DKK 255.3 million 
compared to DKK 255.9 million in 2004. The small decrease 
is a result of a drop in net fees and commissions to DKK 
20.5 million in 2005 from DKK 20.9 million in 2004. 

Net income from fees and commissions increased signifi -
cantly in 2006 to DKK 34.6 million equal to a growth rate of 
69% compared to 2005. The primary reason for the increase 
was a change of policy in the Bank in relation to fees and 
commissions. The Bank changed the fee structure to better 
refl ect the principle of the customers paying for the services 
used. In addition, the Bank chose to focus on providing cus-
tomers with investment advice. The higher fee and commis-
sion income was also positively infl uenced by a signifi cant 
increase in income from guarantees. 

Result from net fi nancials

From 2004 to 2005 the results from net fi nancials increased 
by DKK 10.3 million equivalent to a growth rate of 4%, which 
was infl uenced by favourable value adjustments of currency 
assets, shares and bonds totalling DKK 7.6 million compared 
to DKK 1.1 million for 2004

Results from net fi nancials increased 6% by 2006 to DKK 
280.4 million compared to DKK 265.1 million in 2005. Value 
adjustments were close to the 2005 level, though other op-
erating income was negatively affected by larger property 
renovation expenses.

Expenses

Operating expenses equalled DKK 162.0 million in 2006 com-
pared to DKK 142.5 million in 2005 and DKK 127.2 million in 
2004. The increase was a result of the change of the Bank’s 
strategy implying larger non-recurring expenses on market-
ing, advisory services and IT and the centennial celebrations 
of the Bank. Non-recurring expenses related to the centen-
nial celebration equalled DKK 6 million in 2005 and DKK 6.6 
million in 2006.

The total expenses relating to employee salaries was DKK 
85 million in 2006 compared to DKK 83 million in 2005 
and DKK 72.8 million in 2004. The expenses in 2005 were 
infl uenced by expenses related to the hiring of new employ-
ees and expenses related to a centennial celebration bonus 
of one month’s salary to all employees. The increase from 
2005 to 2006 was caused by the fact that most of the new 
employees in 2005 did not register with full cost effect until 
2006, which was the fi rst whole fi scal year of their tenure.

Administrative expenses amounted to DKK 69.8 million in 
2006 compared to DKK 53.1 million in 2005 and DKK 48.9 
mill in 2004. The increase from 2004 to 2005 was prima-
rily caused by increased expenses towards marketing and 
IT, while the large increase from 2005 to 2006 refl ects the 
non-recurring expenses related to the centennial celebration 
along with increased expenses to marketing, consultancy 
services and IT.

Amortisations and depreciations on the Bank’s properties 
were DKK 7.6 million in 2006 compared to DKK 6.4 million 
in 2005 and DKK 5.3 million in 2004. The change from 2005 
to 2006 is mainly a result of an increase in full write-offs for 
the year.

Profi t for the year

The profi t before taxes in 2005 was DKK 158.5 million com-
pared to DKK 121.2 million in 2004. The increase is a result of 
the factors discussed above combined with reversals of pro-
visions for poor and doubtful debts of DKK 34.3 million. In 
2004, provisions on debt were DKK 11.6 million. The primary 
reason behind the reversals in 2005 was a better credit rating 
of the Bank’s customers within the aquaculture industry.

The result from group enterprises and associated companies 
was DKK 1.5 million for 2005 compared to DKK 4.9 million 
in 2004.

In 2006, profi t before tax was DKK 193.4 million. As in 2005, 
the 2006 result was positively affected by signifi cant revers-
als of provisions related to the Bank’s aquaculture custom-
ers. In total, DKK 68 million was reversed in 2006. In addi-
tion, profi t improved as a consequence of increasing income 
from group enterprises and associated companies, which 
contributed with a total of DKK 7 million. 

The result after tax was DKK 159.4 in 2006 compared to DKK 
128.9 million in 2005 and DKK 97.1 million in 2004. The ef-
fective tax rate for 2004 and 2005 was approximately 20% 
compared to approximately 18% in 2006 due to a reduction 
of the Faroese corporate tax rate from 20% to 18% in 2006. 

Balance sheet

The following sections describe the main components of the 
balance sheet.

The total balance was DKK 7,213 million in 2006 compared 
to DKK 6,374 million in 2005 and DKK 5,597 million in 2004.

Assets 

A major reason behind the large increases in the total bal-
ance over the period is the signifi cant increase in loans 
starting in mid-2005. At the end of 2005, total loans equalled 
DKK 4,071 million compared to DKK 3,636 million at the end 
of 2004. The growth in lending from 2004 to 2005 was 
mainly related to a high loan activity in the private and gov-
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ernmental sectors. In the end of 2006, total loans had further-
more increased to DKK 5,408 million, this time mainly driven 
by a large increase in loans to the corporate sector. Loans to 
the industrial sector constituted 34% of total loans in 2005 and 
41% in 2006. In the same period, loans to the private sector 
decreased from constituting 59% of total loans to 53%.

As a consequence of deposits growing faster than loans, the 
Bank increased its holdings of bonds in 2005 to DKK 1,803 
million compared to DKK 1,421 million in 2004. In 2006 the 
situation changed signifi cantly refl ected by a large decrease 
of bond holdings to DKK 864 million. The main reasons 
behind the decrease in bond holdings are the large growth 
in loans and the decision to pay out a dividend of DKK 600 
million.

To adjust its risk return profi le on investments, the Bank has 
decided to increase its holdings of shares. In 2005, the value 
of the Banks portfolio of shares was DKK 83 million com-
pared to DKK 14 million in 2004. During 2006, the value of 
the share holdings of the Bank increased further to DKK 135 
million. The increase in share holdings has also contributed 
to the decrease in bond holdings during 2006.

The value of investments in associated companies was sta-
ble from 2004 to 2005, but increased from DKK 5 million to 
DKK 35 million in 2006. Out of the increase of DKK 30 mil-
lion, DKK 20 million was related to the establishment of the 
investment company Løkir, while DKK 10 million was related 
to the internal acquisition of FB Holding’s 35.9% stake in the 
aquaculture company Bakkafrost Holding. 

Balance sheet, 2004-2006

  At December 31 

 2004 2005 2006

In millions DKK DKK DKK

  
Assets   

Cash in hand and demand deposits with central banks 209.2 73.7 201.9
Due from credit institutions, etc. 79.4 104.3 331.6
Loans and advances 3,635.9 4,071.4 5,408.1
Bonds, etc. 1,421.0 1,802.9 864.1
Shares, etc. 13.8 83.3 134.8
Investments in associates 4.9 4.7 35.0
Investments in group enterprises 120.8 122.4 113.4
Tangible assets 65.6 62.5 60.8
Treasury shares 0.0 0.0 0.0
Other assets 41.1 43.6 57.1
Prepayments 4.9 5.2 6.0
Total assets 5,596.6 6,374.0 7,212.9

   
Liabilities and equity   

Due to credit institutions and central banks 70.4 113.5 1,243.1
Deposits 3,869.7 4,506.5 4,646.7
Other liabilities 95.2 664.3 74.5
Deferred income 0.0 0.0 0.0
Provisions for commitments 4.1 3.6 3.1
   
Equity   

Share capital 100.0 200.0 200.0
Reserves 9.4 10.9 2.8
Brought forward from previous years 1,405.9 875.2 890.3
Retained profi t for the year 41.9 0.0 152.4
Total equity 1,557.2 1,086.1 1,245.5

Total liabilities and equity 5,596.6 6,374.0 7,212.9

   
Off balance sheet items   

Guarantees, etc. 147.5 236.9 359.1
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Investments in group enterprises increased by DKK 2 million 
from 2004 to 2005 but decreased by DKK 9 million in 2006. 
The decrease was the combined function of a reduction of 
the share capital in Trygd of DKK 30 million, the internal 
acquisition of FB Holding’s stake in Vestlax of DKK 14 mil-
lion, and an annual profi t contribution from Trygd of DKK 6 
million.

Liabilities and equity

Debt to credit institutions was DKK 113.5 million in 2005 
compared to DKK 70.4 million in 2004. Due to a demand 
for fi nancing of the growth in lending and to maintain an 
adequate level of liquidity, debt to credit institutions grew to 
DKK 1,243 million in 2006. To have an adequate level of risk 
and liquidity, the Bank spreads the fi nancing over different 
credit institutions and different pay back periods.

Deposits were DKK 4,647 million in 2006 compared to DKK 
4,507 million in 2005 and DKK 3,870 million in 2004. 

Other debts equalled DKK 74 million in 2006 compared to 
DKK 664 million in 2005 and DKK 95 million in 2004. Other 
debts in 2005 were infl uenced by the dividend payout of 
DKK 600 million. 

Equity decreased to DKK 1,086 million in 2005 from DKK 
1,557 million in 2004 as a result of the large dividend payout. 
In 2006, equity increased to DKK 1,246 million due to the 
profi t carried forward. 

Cash fl ows

Following negative cash fl ows of DKK 10.0 million in 2004 
and DKK 110.6 million in 2005, the Bank in 2006 recorded a 
positive cash fl ow of DKK 355.5 million. 

Cash fl ow statement, 2004-20061

  Year ended December 31 

 2004 2005 2006

In millions DKK DKK DKK

  
Net profi t for the year  97.1 128.9 159.4
Adjustment of non-liquid operating items etc. 34.2 -22.5 -69.9
Earnings 131.3 106.4 89.5

Change in loans -137.6 -405.2 -1,270.7
Change in deposits 89.7 636.9 140.2
Due to credit institutions and central banks 13.1 43.1 1,129.6
Change in other assets -9.8 -2.4 16.4
Provisions for commitments -0.7 -0.6 -0.5
Prepayments -0.1 -0.3 -0.8
Change in other liabilities -8.2 13.9 10.9
Cash fl ow from operating activities 77.7 391.6 114.7

Investments and acquisitions  -10.1 -6.2 -51.2
Sale of assets 7.3 2.9 1.0
Cash fl ow from investing activities -2.8 -3.2 -50.2

Change in holding of bonds -57.0 -390.8 936.5
Change in holding of shares -7.9 -58.2 -45.5
Dividends paid -20.0 -50.0 -600.0
Cash fl ow from fi nancing activities -85.0 -499.0 291.0

   
Cash fl ow for the year -10.0 -110.6 355.5

   
   
1 The shown cash fl ow statement is a condensed version of the complete cash fl ow statement shown on page F-18 
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The reduction in cash fl ows from 2004 to 2005 was prima-
rily caused by a large increase in the bond portfolio of DKK 
391 million as well as a DKK 405 million increase in lending. 
The Bank’s deposits, on the other hand, did not increase in 
a comparable rate to the loans. This led to increased lend-
ing from the international lending market for the purpose 
of supporting the increased lending activities. In 2005, the 
lending increased by DKK 43 million and in 2006 by DKK 
1,130 million.

While the bond holdings grew in 2005, these holdings de-
creased in 2006 by DKK 937 million which lead to a positive 
cash fl ow. The cash infl ow from bond holdings and increase 
in lending from credit institutions in 2006 was mainly used 
to fi nance the increase in loans by DKK 1,271 million and the 
DKK 600 million dividend paid to the shareholders.

Investments

Total investments in fi xed assets in 2006 reached DKK 51.2 
million compared to DKK 6.2 million in 2005 and DKK 10.1 
million in 2004. In the fi rst three months of 2007, invest-
ments reached DKK 4.4 million.

Since 2004, investments in tangible fi xed assets have 
mainly been driven by improvements of the Bank’s physical 
framework in accordance with a new design scheme for the 
branch offi ces. In 2004, a refurbishment project was initiat-
ed at the main branch offi ce in Tórshavn. This was followed 
by refurbishment of a number of smaller branches in 2005, 
and in 2006 the refurbishment of the head offi ce in Tórshavn 
was completed.

In 2006, Føroya Banki in a group internal transaction ac-
quired the assets of FB Holding, being Vestlax and other 
aquaculture assets (later part of Bakkafrost) for a total con-
tribution of DKK 24 million. In addition, the Bank invested 
DKK 20 million in the formation of the investment company 
Løkir. 

For the period ended March 31, 2007 investments primarily 
included a new telephone system, which is currently in the 
process of being installed in all of the Bank’s branch offi ces.

Other than as set out above, the Føroya Banki has not made 
any material investments in the years 2004, 2005 and 2006, 
and in the three-month period ended March 31, 2007, and no 
such investments are in progress or planned. 

Liquidity and capital resources

In 2006, the liquidity of the Bank was negatively infl uenced 
by a large dividend pay-out of DKK 600 million. In addition, 
the liquidity was affected by a signifi cant increase in gross 

lending of 28.5% from DKK 4,441 million to DKK 5,707 mil-
lion. Simultaneously, the Bank’s debt to credit institutions 
was DKK 1,130 million higher by year-end 2006 than at year-
end 2005, while the Bank’s security assets were DKK 845 
million lower.

With the purpose of fulfi lling its fi nancing needs, Føroya 
Banki signed a syndicated term loan facility of EUR  155 mil-
lion (see ”- Recent developments”) on March 21, 2007 with 
proceeds being obtained on April 3, 2007. Based on the Com-
pany’s present growth strategy, the Company may consider 
entering into further similar term loan facilities within the 
near to medium term.  

Under the rules of the Danish FSA, banks are required to 
have a liquidity of at least 10% of reduced debt and guar-
antee obligations (“the 10% rule”). At year-end 2006, the 
amount of liquidity required by these rules was DKK 639 
million for Føroya Banki, compared to an actual liquidity of 
DKK 1,484 million, thus corresponding to a liquidity of 232% 
of the minimum level. In addition, the Danish FSA requires 
the liquidity of banks to be at least 15% of debt and guaran-
tee obligations with a call date shorter than one month (“the 
15% rule”). With a minimum requirement of DKK 598 million 
for Føroya Banki at year-end 2006, the actual liquidity of the 
Bank corresponded to 248% of this minimum level. 

As of March 31, 2007, the Bank’s liquidity was 162% of the 
minimum level required by the 10% rule and 179% of the 
minimum level required by the 15% rule. Following the clos-
ing of the syndicated term loan on April 3, 2007 liquidity 
was, however, lifted to 240% and 250%, respectively. 

Recent developments 

Term loan

On March 21, 2007, Føroya Banki signed a syndicated term 
loan facility of EUR 155 million. The loan was arranged by 
Danske Bank, HSH Nordbank and Bayern LB and oversub-
scribed by 107%. As a result of the loan, Føroya Banki is 
of the opinion that it has suffi cient working capital for the 
Bank’s requirements through 2007.

The term loan facility, which has a three year duration, pro-
vides for advances to be used for general funding purposes. 
The facility is available for drawing in a single amount within 
a period of thirty days from the date of signing of the facil-
ity. Any amount not drawn at the end of this period is can-
celled. As of the date of this Prospectus the Bank had drawn 
the full EUR 155 million under the facility. 
 
Drawings under the term loan facility bear interest at a rate 
calculated as the aggregate of (i) EURIBOR, (ii) a margin of 
0.35% p.a., (iii) a front-end fee of 0.45% fl at, and (iv) man-
datory costs, if any. The term loan facility is unsecured. The 
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term loan facility contains certain representations, warran-
ties and fi nancial covenants. The Company has also under-
taken a negative pledge. 
 
The lenders can claim full prepayment of the loan upon the 
occurrence of a change of control of the Company, being 
defi ned as (i) the Fund ceasing to directly own 1/3 of the 
Shares, or (ii) any person or group of persons acting in con-
cert (other than the Fund) gaining direct or indirect control 
of the Company. The Fund has expressed an intention to 
maintain the required 1/3 ownership level for the duration of 
the term loan facility. However, the Company cannot control 
whether any situations qualifying as a change of control un-
der the term loan facility occurs. 

Events of default under the term loan facility include non-
payment as of a due date, non-fulfi lment of fi nancial cove-
nants, failure to comply with any other obligations, cross-de-
fault, insolvency, insolvency proceedings, creditors’ process, 
unlawfulness and repudiation. 
 
The credit facility is governed by the laws of England and is 
subject to the jurisdiction of the courts of England.

Agreement with the Faroese government on the 

 divestment of certain assets

On May 23, 2007 Føroya Banki reached an agreement with 
the Faroese government under which the Bank agrees to 
divest its collection of Faroese paintings to the Faroese gov-
ernment. The transaction is scheduled to take place in 2007 
and the transaction value will be based on the estimated 
market value of the art collection to be determined through 
an independent appraisal. Following the transaction, the 
Bank expects to rent the majority of paintings for an unde-
fi ned period of time against payment of a market based rent 
to the Faroese government.

Furthermore, on May 24, 2007 Føroya Banki reached an 
agreement with the Faroese government under which the 
government is granted a call option to buy Trygd’s current 
head offi ce in Tórshavn in the period from January 1, 2010 
to December 31, 2013, and under which Føroya Banki has 
a put option to sell this property to the government in the 
period from signing of the agreement to December 31, 2013. 
In either case, a transaction should take place at market 
value. Should a transaction take place prior to expiry of the 
options, Trygd can keep its activities in the head offi ce until 
December 31, 2013 under a tenancy agreement. 
   
Also on May 24, 2007 Føroya Banki reached an agreement 
with the Faroese government under which the government 
receives a pre-emption right to the Bank’s current head of-
fi ce in Húsagøta.

Apart from the above mentioned factors, no material chang-
es in the fi nancial or trading position of the Company have 
occurred since March 31, 2007.

Prospective fi nancial information for 2007

Statement by Senior Management

Føroya Banki presents its outlook statement for 2007 below, 
prepared on the basis of current accounting policies, which 
are in accordance with the recognition and measurement 
regulations of Faroese GAAP.

The outlook statement was prepared for the purpose of this 
Prospectus. In Føroya Banki’s opinion, the principal assump-
tions upon which Føroya Banki has based the prospective 
fi nancial information are included and these assumptions 
have been used when preparing the information.

The outlook statement is based on a number of assump-
tions some of which the Company can infl uence and some of 
which are outside its infl uence. The methodology for prepar-
ing the outlook statement and the assumptions related to 
such information are set out on page 40 below.

The outlook statement represents Senior Management’s best 
estimate of total loans, net interest and fee income, income 
before provisions and tax and income before tax for the year 
ending December 31, 2007.

Actual results are likely to be different from the outlook 
statement since anticipated events may not occur as expect-
ed and the variation may be material.

Independent auditors’ statement of prospective 

 fi nancial information for 2007 for Føroya Banki 

We have examined the prospective fi nancial information for 
2007 for Føroya Banki, including the related assumptions, on 
pages 40 and 41 below. The prospective fi nancial informa-
tion is prepared applying Føroya Banki’s accounting policies, 
which are in accordance with the recognition and measure-
ment regulations of Faroese GAAP.

Senior Management is responsible for the prospective fi nan-
cial information including the assumptions on which it is 
based. Our responsibility is to express a conclusion on the 
prospective fi nancial information based on our examination.

Scope

We conducted our examination of the prospective fi nancial 
information in accordance with the International Standard 
on Assurance Engagements, “The Examination of Prospec-
tive Financial Information” (ISAE 3400). This Standard re-
quires that we plan and conduct the examination in order to 
obtain relevant documentation as to whether:
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•  Senior Management’s best-estimate assumptions on 
which the prospective fi nancial information is based are 
not unreasonable and, in the case of hypothetical assump-
tions, such assumptions are consistent with the purpose 
of the information;

•  the prospective fi nancial information is properly prepared 
on the basis of the assumptions;

•  the prospective fi nancial information is properly present-
ed and all material assumptions are adequately disclosed, 
including a clear indication as to whether they are best-
estimate assumptions or hypothetical assumptions; and

•  the prospective fi nancial information is prepared on a 
consistent basis with historical annual fi nancial informa-
tion, using appropriate accounting principles.

An examination is substantially less in scope than an audit 
conducted in accordance with the International Standard

Tórshavn, May 31, 2007

SPEKT
Statsaut. revisorar Sp/f:

Finnbjørn Zachariasen Jákupa Mikkelsen
State Authorised Public Accountant MSc in Business Administration and Auditing

 

Rasmussen & Weihe, P/F
Statsaut. grannskoðarafelag:

         Klaus Rasmussen Ole Guldborg Nielsen 
State Authorised Public Accountant MSc in Business Administration and Auditing

on Assurance Engagements, and consequently does not en-
able us to obtain assurance that we would become aware of 
all signifi cant matters that might be identifi ed in an audit. 
Accordingly, we do not express an audit opinion.

Conclusion

Based on our examination of the evidence supporting the as-
sumptions, nothing has come to our attention, which causes 
us to believe that these assumptions do not provide a rea-
sonable basis for the prospective fi nancial information for 
2007 for Føroya Banki. Further, in our opinion the prospec-
tive fi nancial information for 2007 is properly prepared on 
the basis of the assumptions and Føroya Banki’s accounting 
policies, which are in accordance with Faroese GAAP.

Actual results are likely to be different from the prospective 
fi nancial information due to unforeseen circumstances and 
events and the variation may be material.
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Introduction

Føroya Banki has prepared the following outlook statement 
for the year ending December 31, 2007 in accordance with 
applicable laws and regulations, including the requirements 
of the CSE.

The outlook statement is necessarily based upon a number 
of assumptions and estimates that, while presented with 
numerical specifi city and considered reasonable by Føroya 
Banki, are inherently subject to business, operational and 
economic uncertainties, many of which are beyond the Com-
pany’s control, and upon assumptions with respect to future 
business decisions that are subject to change. The most 
important of these are described under “Methodology and 
assumptions”.

The outlook statement has been prepared on the basis of 
Føroya Banki’s accounting policies, which are in accord-
ance with the recognition and measurement regulations of 
Faroese GAAP consistent in all material respects with those 
set forth in the fi nancial statement included elsewhere in 
this Prospectus, and on the basis of the estimates and as-
sumptions described herein. 

Methodology and assumptions 

Estimates for the year ending December 31, 2007 have been 
prepared in accordance with Føroya Banki’s normal forecast-
ing procedures focusing on the following individual items

• The Bank’s operational results;
• Balance items;
• Interest rate development;
• Liquidity; and
• Solidity.

Budget Structure

Every regional department and staff function prepare indi-
vidual sub-budgets for the respective area. These sub-budg-
ets are typically prepared in collaboration with the account-
ing department, which then aggregates the input into an 
overall master budget. Sub-budgets are developed for each 
of the following regions/departments:

• Tórshavn region;
• Eysturoy region;
• Vágar region;
• Klaksvík region;
• Suðuroy region;
• Corporate Banking unit;
• Markets & Treasury unit;
• Marketing department;
• HR department; and
• Business Support and IT department.

Budget assumptions

The budget is based on a number of assumptions regard-
ing the macroeconomic development in the Faroe Islands, 
Faroese and international interest rate development and 
overall growth prospects for loans and deposits. In addition, 
the budget assumes the fulfi lment of the Company’s strat-
egy as concerns the prospective organic development. The 
impact from growth resulting from potential acquisitions or 
international expansion, other than in the ordinary course 
of business, has not been taken into account in the current 
budget. 

Macroeconomic analysis conducted by the Company shows 
a clear growth potential in the Faroese fi nancial market. 
This assertion is founded on among other things, the cur-
rent upswing in the Faroese economy combined with current 
structural tendencies such as privatisation, globalisation, 
generational changes in a number of corporations as well as 
increased pension savings.

Globalisation, which already plays a signifi cant role, par-
ticularly within the fi shing industry, is expected to develop 
further so that more and more companies will move further 
into foreign markets. Privatisations as well as generational 
changes in Faroese businesses involves an increased merger 
and acquisition activity, which is expected to contribute to 
greater dynamics on the fi nancial market, e.g. in the form of 
increased demand for loan capital. This development is likely 
to be reinforced by the abundance of growing pension sav-
ings in the Faroese fi nancial market. Thus it is expected that 
pension funds will take on a stronger role as equity investors 
in the Faroese business community in the future.

Prospective fi nancial information

Føroya Banki expects a strong fi nancial result in 2007 based 
on solid growth within all activities as well as an appreciable 
effect from new undertakings. 

Total lending is expected to increase by DKK 1.2 billion in 
2007, thus contributing to a projected net interest and fee 
income of DKK 320-340 million.

Expenses are expected to increase compared to 2006 pri-
marily as a result of the full-year effect of the signifi cant 
number of hires in 2006 combined with one-off costs related 
to an image and re-branding campaign launched in May 
2007, a new IP telephone system and a renewal of the IT-
platform at the Bank’s IT-provider P/F Elektron. However, 
expenses as a percentage of income is forecast to decrease 
in 2007 compared to 2006. 

In line with the increased activity level of Føroya Banki, 
profi t before provisions and tax is expected to grow to DKK 
145-165 million.
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In 2007, provisions are expected to account for a normal-
ised fraction of loans in accordance with the guidelines of 
the Danish FSA. Provisions are therefore expected to have 
a negative impact on the Company’s pre-tax profi t in 2007, 
which contrasts the situation in 2006 where reversals of 
provisions contributed to a higher pre-tax profi t. Based on 
this, Føroya Banki expects a pre-tax profi t of DKK 135-155 
million in 2007. 

A potential capital gain from the sale of Vestlax has not been 
included in the forecasts. Føroya Banki, however, estimates 
that the current favourable market conditions in the aquac-
ulture industry provides for the realisation of a satisfactory 
sales price.

Likewise, the forecasts do not include a potential capital gain 
from the planned sale of the Bank’s collection of paintings in 
2007, cf. “- Recent developments”. The Senior Management 
of Føroya Banki, however, expects the sales value of the col-
lection to be higher than the book value. As of March 31, 
2007 the collection of paintings had a book value of DKK 
2.5 million.
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Overview

Situated half way between Scotland and Iceland in the 
Northeast Atlantic, the Faroe Islands comprise 18 moun-
tainous islands with a total land area of some 1400 square 
kilometres, a sea area of 274,000 square kilometres and a 
population of just over 48,000. 

As a self-governing territory under the sovereignty of the 
Kingdom of Denmark, the Faroe Islands legislate and govern 
a wide range of areas in accordance with the Home Rule Act 
of 1948. These include the conservation and management of 
living marine resources within the 200-mile fi sheries zone, 
sub-surface resources, trade, fi scal, industrial and environ-
mental policies, transport, communications, culture, educa-
tion and research. As part of the Kingdom of Denmark, the 
Faroe Islands are included in the Danish monetary zone us-
ing Danish Kroner as currency. 

The Faroe Islands is a technologically developed nation with 
a modern infrastructure. Despite diffi cult geographical and 
geological conditions, the islands are today bound together 
by an extensive network of roads and tunnels connecting 
approximately 95% of the population. In addition, a compre-

Description of the Faroese economy

Composition of Faroese wage earners by sector
 
  
Sector  1996 2006

  
Public administration and services  33.2% 34.0%
Fishing and fi sh processing (incl. aquaculture)  25.3% 19.3%
Commerce  13.0% 14.6%
Construction, energy and water supply  4.7% 7.6%
Transportation and communication  7.8% 7.5%
Financial services and related business activities  7.1% 7.4%
Manufacturing and industries  6.3% 6.5%
Agriculture  0.2% 0.2%
Other  2.3% 3.0%

Source: Statistics Faroe Islands 

hensive telecommunication and broadband infrastructure 
is in place and a driving factor behind a current internet 
penetration level among the highest in the world5. The edu-
cational level is high with 65% of people between 15 and 74 
years having completed education programmes equivalent to 
at least high school level6 (EU-15: 60%)7.

The Faroe Islands constitute a small, open economy with a 
strong tradition for foreign trade. Given the country’s small 
size and geographic location, the economy has been and still 
is dependent on the fi shing industry. In 2006, fi shery prod-
ucts were estimated to account for 59% of foreign income8. 
The Faroe Islands have, however, for the last decades worked 
towards developing a more diversifi ed business community, 
and as in other developed countries the domestic economy 
is now dominated by the service sector, accounting for 64.5% 
of GDP in 2006. In addition, more than 80% of the Faroese 
workforce is currently employed outside the fi shing industry. 

Among the new upcoming sectors is the oil industry with ex-
ploration and production companies, support service compa-
nies, etc. So far, no discoveries of oil in economically viable 
quantities have been made, but discoveries close to Faroese 
territory might suggest undiscovered Faroese deposits.

5 Source: OECD data, June 2006, adjusted for average household size
6 Statistics Faroe Islands, 2006
7 Statistics Faroe Islands, 2004
8 Source: The Faroese Governmental Bank
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The Faroese economy has experienced a period of extraordi-
nary growth following the economic crisis in the beginning 
of the 1990s (see “- Political and economic restructuring”). 
Over the last decade, 1996-2006, nominal GDP has exhibited 
an average annual growth rate of close to 7%. High growth 
rates also characterise the current status of the Faroese 
economy. In 2006, nominal GDP growth reached 10.4%, and 
in 2007 GDP is expected to grow by close to 5%9. 

The main reason for the positive development in 2006 was 
an increase in corporate investments and private consump-
tion, which was partly motivated by the introduction of more 
fl exible mortgage credit products and signifi cant growth in 
housing prices. As a consequence, unemployment is declin-
ing and at year-end 2006 reached a record-low level of 2.1%. 
Although a lower GDP growth rate is expected in 2007, the 
Governmental Bank of the Faroe Islands expects the basic 
pattern of private consumption and corporate investments 
to remain unchanged during the year10.

Thanks to migration to and from the islands, the Faroese 
economy benefi ts from a unique labour market fl exibility 
which reduces the risk of bottleneck complications. Tradi-
tionally, migration has been a valve for the labour market 

9 Source: The Faroese Governmental Bank
10 Source: The Faroese Governmental Bank: “Economic Analysis”, February 6, 2007
11 Source: The Faroese Governmental Bank 2006, OECD 2005,  Danmarks Nationalbank 2006

GDP development, 1997-2007E
           
           
 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007E

           
GDP, nominal in 
DKK millions 6,175 7,278 7,758 8,581 9,589 9,973 9,699 9,753 9,991 11,033 11,540
           
GDP, nominal 
growth in % 6.7% 17.9% 6.6% 10.6% 11.7% 4.0% -2.7% 0.6% 2.3% 10.4% 4.6%

           

Source: The Faroese Governmental Bank

during economic cycles, with people coming to the islands 
in good times and moving away during times of crisis. 
Nevertheless, the current upswing has in certain industries 
generated a shortage of labour, thus motivating companies 
to modernise production equipment with the purpose of re-
ducing labour intensity.

Due to the favourable economic situation, the trade bal-
ance of the Faroe Islands has shown a defi cit for the last 
two years, after a 12 year period with constant surplus. The 
defi cit in 2006 totalled DKK 887 million. Contributing to 
the defi cit was increased private consumption, increased 
construction activity and increased corporate investments 
in production equipment, etc. Mainly as a result of this, the 
Faroese current account turned from positive to negative in 
2006 with a minor defi cit of DKK 11 million.

Since the early 1990s, the current account has exhibited 
larger surpluses than the trade balance due to a net infl ow 
of money to the Faroe Islands. Among other things, this is 
the consequence of an annual subsidy from Denmark. The 
subsidy, which in 2006 amounted to DKK 635 million, is 
given as a lump sum fi nancial transfer and has been largely 
unchanged for the last eight years. Following more than a 
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decade of current account surpluses, the Faroe Islands today 
hold net foreign receivables of more than DKK 3 billion.

The level of household debt in the Faroe Islands is among 
the lowest in Western Europe. In 2006, household debt was 
59% of GDP compared to an average of 80% for the Nordic 
countries and 120% in Denmark11. Likewise, the level of 
public debt is modest in a European perspective. Following 
a long period of strictly disciplined government spending, 
gross governmental debt thus amounted to 30% of GDP by 
year-end 2006 compared to an average of 45% for the Nor-
dic countries and 65% for EU-1512. Faroese governmental 
debt is expected to decrease further in 2007 with a budgeted 
fi scal surplus of DKK 74.5 million, excluding proceeds from 
expected privatisations. 

Political and economic restructuring

In the 1980s, the Faroese economy was characterised by 
widespread use of government subsidies, signifi cant debt 
fi nancing of households, corporations and municipalities, 
as well as an unregulated and undiversifi ed fi shing indus-
try. The result was considerable growth which rested on a 
fl awed market and which was unsupported by economic 
fundamentals. When the inevitable economic correction 
happened in 1992, it was very severe with GDP decreasing 
by almost one third. 

Since then, the Faroe Islands have undergone extensive 
economic and political restructuring. In the period imme-
diately after the crisis, industry and fi shing subsidies were 
abolished, quota systems were introduced in the fi shing in-
dustry, market liberalisations were implemented and public 
spending was signifi cantly reduced. As a consequence, mar-
ket mechanisms were restored and a sustainable economic 
structure was created – particularly in the fi shing industry. 
Thus, the ability of the Faroese economy to absorb exog-
enous shocks improved and the overall risk profi le of the 
nation was reduced. 

The positive effects of the restructurings were seen in con-
nection with the Faroese economic recession in 2003-04. 
Through a combination of disease related problems in the 
aquaculture industry and price decreases in the sea based 
fi shing industry, export levels decreased signifi cantly in 
2003. Despite the adverse effects on the overall economy, 
other key sectors continued to grow and thus stabilised the 
economy. The net effect for 2003 was a modest GDP decline 
of 2.7% and an unemployment rate peaking at 2.9%.

The structural adjustments of the Faroese economy contin-
ues today with ongoing privatisations of important state-
owned companies within the fi nancial sector, the telecom-
munication sector, and the transportation sector. In addition, 
the Faroe Islands seeks to strengthen their liaisons with 
neighbouring countries through ongoing negotiations regard-
ing membership of EFTA. 

12 Source: The Faroese Governmental Bank, Nordisk Statistisk Årbog 2006, Eurostat 2005
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Description of the Company

Overview 

Føroya Banki is a leading bank in the Faroe Islands with 
overall market shares of 44% of loans and 39% of deposits 
among domestic banks13. 

Føroya Banki serves commercial, institutional and retail cus-
tomers and has a service offering of similar nature to that 
of other Nordic banks. Føroya Banki has a network of 20 
branches on the islands securing a close contact with both 
retail and corporate customers. As of April 30, 2007, Føroya 
Banki had 225 FTEs serving approximately 18,000 retail cus-
tomers and 1,700 corporate customers. 

For the year ending December 31, 2006, Føroya Banki had 
net interest and fee income of DKK 275 million, a profi t on 
ordinary activities before tax of DKK 193 million and an in-
come to cost ratio of 1.77. The return on equity after tax was 
13.7% while the solvency ratio was 23.8%. 

Føroya Banki operates three principal business units:

• Retail Banking 
– Føroya Banki is a full-service retail bank with an exten-

sive range of products and services offered to domestic 
customers through a nationwide branch network. As of 
April 30, 2007 the Retail Banking unit had 122 FTEs. 

• Corporate Banking
– Føroya Banki offers a range of corporate banking serv-

ices including advice and assistance in connection 
with fi nancing, cash-management, currency transac-
tions, investments, mergers and acquisitions as well as 
numerous other services required by businesses and 
public institutions. As of April 30, 2007 the Corporate 
Banking unit had 35 FTEs. 

• Markets & Treasury
– Føroya Banki offers a range of services within the fi eld 

of investments and asset management for institutional, 
corporate and private customers. In addition, Markets 
& Treasury provides services to other departments 
within the bank. As of April 30, 2007 the Markets & 
Treasury unit had 14 FTEs. 

In addition, Føroya Banki owns and operates the second larg-
est non-life insurance company on the Faroe Islands, Trygd. 
For the year ending December 31, 2006, Trygd had an esti-
mated market share in the Faroese non-life market of 22%14 
and had gross written premiums of DKK 72 million and a 
profi t on ordinary activities before tax of DKK 7 million.

The Faroese banking system is regulated by Faroese and 
Danish law and supervised by Danish authorities, while the 
Faroese insurance system is regulated by Faroese law and 
supervised by Faroese authorities.

History

Føroya Banki in its current form was created in 1994 through 
the merger of the two large banks on the Faroe Islands, 
Sjóvinnubankin and Føroya Banki. 

Føroya Banki dates back to the beginning of the 20th century 
when a local businessman and entrepreneur, presented a 
proposal to the Faroese Parliament with the suggestion of 
founding a bank. The Parliament agreed to form a com-
mittee to deal with the matter and approached the Danish 
Landmandsbanken to request the opening of a branch in the 
Faroe Islands. Landmandsbanken chose instead to start an 
independent bank and on February 2, 1906 Føroya Banki was 
founded. 

In 1932, the fi rst competing bank, Sjóvinnubankin, was es-
tablished. The initiative to found Sjóvinnubankin was taken 
by the Faroese Shipmasters and Navigators Association 
originally to provide fi nancial aid to the fi shing industry.  

As a result of the economic crisis in the Faroe Islands in 
1992 and 1993, the Financing Fund of 1992 became the owner 
of both Føroya Banki and Sjóvinnubankin (See “Selling 
Shareholder – Historical background”). The Faroese authori-
ties put great effort into reconstructing the two banks, and 
in 1994 Føroya Banki and Sjóvinnubankin merged under the 
name Føroya Banki.

In the fi rst decade following the restructuring, cautious risk 
management was at the centre of Føroya Banki’s strategy. 
Simultaneously, the Bank was focused on creating a balance 
between optimising the cost structure and maintaining a 
strong service offering and close relationship with custom-
ers. The result was a reduction in the number of branches 
and overall cost level while maintaining Føroya Banki as a 
nationwide bank preserving its local presence. Føroya Banki 
returned to profi tability in 1994 and steadily improved its 
results for a number of years thereafter.

In 1997, Føroya Banki expanded its activities through the 
takeover of non-life insurance company Trygd. The company 
had been dormant since 1943 due to restrictions in local 
insurance laws, but resumed its activity in 1998 following a 
liberalisation of the Faroese insurance market. 

13  Source: Føroya Banki and the Faroese Governmental Bank, 2006
14  Source: Trygd management based on experienced market development in 2006 and known market share from 2005 of 21% (source: annual reports 2005 from 
 Trygd and Tryggingarfelagið Føroyar P/F)
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During 2005 and 2006, Føroya Banki has redirected its 
strategic focus towards the generation of growth through 
continuous product development and introduction of new 
business areas in the Faroe Islands and subsequently abroad. 
As an outcome of the new strategy, a number of initiatives 
have been taken recently, including the establishment of a 
corporate fi nance unit, the establishment of the real estate 
broker, Skyn, as well as the private equity investment com-
pany, Løkir, of which Føroya Banki owns one third. With an 
outset in the new strategy, Føroya Banki aims to reinforce its 
position as a modern Nordic bank and increase the genera-
tion of long-term value for its shareholders. 

Company strategy 

Føroya Banki’s vision is to be the leading bank in the Faroe 
Islands and internationally to provide its customers with se-
lected fi nancial services. The Company’s mission is to make 
it fi nancially possible for its customers to achieve their full 
potential. 

The key objective of the strategy is to generate profi table 
volume growth in all three principal business units, Retail 
Banking, Corporate Banking and Markets & Treasury and, in 
addition, to generate growth from new business areas in the 
Faroe Islands and abroad. The strategy comprises the follow-
ing key elements:

• Exploiting growth potential in domestic market. 
The Faroese market for fi nancial products has a substan-
tial growth potential. Lending to households and cor-
porations is on a relatively low level in an international 
comparison. Thus, the corporate sector holds a relatively 
high solvency ratio with potential for large productive 
investments and is characterised by an optimistic invest-
ment environment going forward. Also, the Faroese mar-
ket for investments in stocks has a large potential going 
forward. This is based on both the fact that savings of 
Faroese retail customers today are skewed towards resi-
dential investments and cash deposits, and the fact that 
the pension area in general is underdeveloped but receiv-
ing increasing focus. With an outset in its high market 
share, Føroya Banki is in a strong position to benefi t from 
this growth potential. The Bank is focused on realising the 
growth potential by proactive marketing and sales of ex-
isting and new products to current customers.

• Introduction of new products and business areas. 
Føroya Banki aims to secure considerable growth from 
continuous product development and the creation of 
completely new business areas. In this connection, Føroya 
Banki works with the development of several business 
areas within both the retail, corporate and investment 
 areas. 

So far, these initiatives have focused on a strategic fenc-
ing of the customer base, and have materialised in 1) 
investing jointly with several Danish banks in a new pen-
sion company letpension in January 2006, 2) setting up 
a separate department for corporate fi nance advisory 
services in August 2006, 3) founding of a new investment 
company (Løkir) jointly with strong local investors in No-
vember 2006, and fi nally 4) establishment of a real estate 
broker (Skyn) also in November 2006. Going forward, 
Føroya Banki expects to gain substantial benefi ts from 
these efforts. 

 Also, Føroya Banki is monitoring its neighbouring markets 
for opportunities to expand abroad. International expan-
sion will, however, be subject to the existence of strong 
investment cases, where signifi cant synergies can be cre-
ated between the Company’s domestic business and the 
potential new business area abroad. Conceptually, this 
implies that Føroya Banki will only pursue international 
opportunities if 1) current expertise can be applied to a 
foreign customer base, or 2) if an acquired foreign exper-
tise can be applied to domestic customers.     

• Optimising the use of fees and commissions. His-
torically, the Faroese banking market has been character-
ised by a limited use of fees and commissions. As part of 
its strategy, Føroya Banki consequently targets a growth 
in income from a reformation of its fee and commission 
policy. With implementation beginning in 2006, Føroya 
Banki has already accomplished a signifi cant rise in fees 
and commissions. However, benchmarking against Danish 
regional and local banks indicates a further potential for 
increasing the level of fees and commissions. Additional 
increases in income from fees and commissions will be 
achieved through targeted introductions of new fees, 
price adjustments on existing fees as well as increasing 
the level of fee-generating activities such as investments 
by retail customers in mutual funds, shares and bonds, 
and provision of corporate fi nance services to corporate 
customers.

• Optimisation of capital structure. For historic rea-
sons, Føroya Banki currently operates with a strong 
solvency. The Bank is, however, targeting a reduction of 
its solvency level within the coming years. The current 
capital base is a strong foundation for realising the con-
templated growth in business activity and as such, the 
Bank expects its solvency to decline steadily. In order to 
achieve such optimisation, the Senior Management and 
Board of Directors will continuously evaluate the capi-
tal base of the Bank. This may include considerations 
concerning Tier 2 capital as well as hybrid Tier 1 capital. 
Capital that is not required for the organic or acquisi-
tive development of the Company will be returned to the 
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shareholders. In absolute terms Føroya Banki will aim to 
have a minimum Tier 1 capital of DKK 1.2 billion in order 
to be able to participate in important lending arrange-
ments of a certain size.

• Continuous training and education of employees. 
Føroya Banki aims to secure a continuously high com-
petence level among its employees through internal and 
external training and education programmes. One objec-
tive is to improve the ability of branches to make well 
founded decisions on the spot. In 2006 the Bank invested 
in tailored sales courses for all front-end staff and man-
agement courses for all managers in the Bank’s customer 
related departments. Also, in the last two years the Bank 
has attracted staff with both specialised and general 
competences in order to increase the Bank’s capabilities. 
Going forward, Føroya Banki will continue to prioritise 
investment in further development of its employees. 
The training of staff employed in the supportive depart-
ments focuses on updating knowledge and competences 
with reference to the technological, legal and commercial 
development. Education programmes for staff in the de-
partments with direct customer relations are focused on 
increasing special competences within areas of increasing 
demand from customers, for example in advice on invest-
ment in bonds and shares.

Company strengths and core  competences

Føroya Banki believes that it has a number of core compe-
tences and strengths that will drive the process of imple-
menting its strategic objectives:

• Strong home market position. With 20 branches 
nationwide and a 44% market share of total lending and 
39% of total deposits among domestic banks, Føroya 
Banki is positioned as a strong and leading bank in the 
Faroe Islands. With its full-service offering and its size, 
Føroya Banki is in a solid position to further exploit the 
opportunities generated by the expected future growth 
in the Faroese market for fi nancial services. Føroya Ban-
ki’s ability to grow in its home market has recently been 
demonstrated by an increase in market share for 2006 in 
the important corporate and retail loan segments. Føroya 
Banki believes that it enjoys high customer loyalty and 
has a very strong brand recognition and awareness in the 
Faroe Islands. Føroya Banki’s recent 100 years anniversary 
enjoyed strong support and attention from Føroya Ban-
ki’s customers as well as from the Faroese population in 
general. Long lasting customer satisfaction is crucial for 
Føroya Banki to succeed in reaching its objectives.

• Expertise in fi nancing of fi shing industries. The 
fi shing industry plays an important role in the Faroese 
business environment. Føroya Banki has taken part in the 
development of this industry for a long period of time and 
has built up signifi cant niche competences concerning 
lending and fi nancial advisory services within the fi shing 
and aquaculture industries. Especially, within credit facili-
ties for ships and fi shing vessels, Føroya Banki possesses 
considerable expertise in regard to credit assessment and 
evaluation of the individual collaterals, such as ships and 
equipment, as well as evaluation of fi shing quotas.

• Strong cost consciousness. Føroya Banki is character-
ised by a highly cost conscious culture, and for years cost 
to income ratios have been below the average level for 
e.g. Danish local and regional banks. Recently, the Bank’s 
cost base has temporarily increased due to the build-up 
of staff capacity through new hires and further education. 
This has, however, been done for the purpose of prepar-
ing the organisation for the projected future growth, 
and is thus considered a strategic investment. As a con-
sequence, Føroya Banki expects capacity utilisation to 
increase and cost income ratios to return to historic low 
levels within the coming years.

• Strongly positioned for growth. Føroya Banki seeks 
to exploit its market potential through its current strong 
position as an integrated fi nancial services provider offer-
ing its customers a full range of products. The Company 
believes it benefi ts from a strong operational platform 
consisting of embedded cost effi cient processes and 
strong core competences. The projected growth will be 
further supported by the recent organisational expansions 
and Føroya Banki’s solid capital base.

• Loyal, committed and highly qualifi ed staff. Føroya 
Banki believes it has built up a strong organisation with 
a highly experienced management team and highly edu-
cated and committed staff. The average seniority of 17 
years indicates a low level of staff turnover as well as a 
very experienced employee base. In addition, employee 
satisfaction levels are continuously high according to an-
nual employee surveys. The organisation is held together 
by the Company’s strong culture, which is built upon the 
values of mutual respect and commitment. 
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Business areas

Føroya Banki operates its business through three principal 
business units: Retail Banking, Corporate Banking, and Mar-
kets & Treasury, cf. organisational chart below.

Føroya Banki operates a nationwide network of 20 branches 
distributed in fi ve regional units. All fi ve regions have de-
centralised Retail Banking and Corporate Banking personnel, 
along with trained investment advisors. Due to its extensive 
branch network and well-educated staff, Føroya Banki is fully 
equipped to provide a wide variety of professional services 
to customers throughout the country. 

On the domestic market, Føroya Banki held a market share 
at year-end 2006 of 44% of loans and 39% of deposits 
among domestic banks. 

In addition to traditional banking activities, Føroya Banki’s 
strategic business areas comprise non-life insurance and 

real estate brokerage through the wholly owned subsidiaries 
Trygd and Skyn.

Retail Banking

General

Føroya Banki is a full-service bank providing an extensive 
range of products and services to its retail customers. The 
nationwide network of 20 branches ensures a close contact 
with the customers and supports the Bank’s strategy of 
building strong, trustworthy relationships with customers 
of all ages. In 1999, the Bank introduced a concept of active 
customer care, with the aim of setting up biannual meet-
ings with all of the Bank’s core customers in order to cater 
for the customers’ demand for advice and fi nancial services. 
The concept was underpinned by daily reports on each advi-
sors portfolio of customers. In 2007, this concept has been 
updated and expanded. 

Organisational chart 

&
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As of March 31, 2007, loans to retail customers accounted 
for 50% of total loans, while deposits from retail customers 
accounted for 49% of total customer deposits. In the period 
2004 to March 31, 2007, loans and deposits within Retail 
Banking developed as shown in the table above.

As of April 30, 2007, the Retail Banking department had a 
staff of 122 full-time equivalents (“FTEs”). 

Products

The retail product offering of Føroya Banki can be divided 
into the following three areas: 

• Deposits. Include children’s savings, retirement savings, 
home purchase savings, youth savings and similar prod-
ucts;

• Loans. Include a variety of mortgage loan products, car 
loans, consumer loans and study loans. In addition to 
traditional variable interest rate mortgages, the range of 
mortgages has recently been extended to include a variety 
of loans with fi xed interest rates and capped fl oaters; and

• Services. Include money transfers and a broad variety of 
payment services including home banking and debit and 
credit cards. In addition, Føroya Banki’s branches sell and 
write insurances on behalf of the subsidiary insurance 
company Trygd. The Bank’s home banking system is a 
browser-based system allowing customers to access their 
accounts from any computer.

In November 2005, Føroya Banki introduced more fl exible 
mortgage loans giving the borrower an option to postpone 
the repayment of the loans. As has been seen in other Nor-
dic markets, the introduction of more fl exible mortgage 
types has had a visible effect on the behaviour of borrowers 
on the domestic market. Thus the share of fl exible mort-
gages has risen steadily since the introduction. 

In February 2007, the Bank introduced a savings account 
product called Partakonto with the purpose of promoting 
the privatisation and listing of the Bank. The account carries 
an interest rate of 3.25% plus an extra 3.25% on the savings 

being invested in the Bank’s Shares in connection with the 
Offering. Deposits on the Partakonto account are limited to a 
maximum of DKK 500,000 per customer.    

With the recent establishment of the real estate broker, 
Skyn, the Bank is uniquely positioned on the domestic mar-
ket for retail customers with its ability to provide services 
ranging from traditional mortgage loans to insurance prod-
ucts and real estate brokerage at each regional branch. Go-
ing forward, the Bank expects to further increase its market 
share from the current 41% of the domestic market for lend-
ing to retail customers.

Customers

In general, the customer base of the bank roughly refl ects 
the demographics of the Faroe Islands in terms of both geo-
graphy, age, level of income and education. Nevertheless, the 
Bank enjoys a strong foothold in the strategically important 
young generation, achieved through a strong branding of the 
Bank’s youth concept KontoIN. 

In order to optimise the customer care concept, the Bank 
has segmented its customers with regard to their dealings 
with the Bank. This is done in order to focus the sales effort 
on those segments deemed most receptive for the relevant 
campaigns. 

As of April 30, 2007, the number of active retail customers 
was 17,888.

Corporate Banking

General

Historically, Føroya Banki’s core competence has been the 
provision of fi nancial advice and funding to Faroese corpo-
rations. Also today, Føroya Banki is the leading provider of 
corporate funding on the Faroe Islands with an estimated 
market share of 48% of the total loans provided by domestic 
banks to corporations and public institutions. As of March 
31, 2007, Føroya Banki held a total of DKK 2,897 million in 
loans and overdraft facilities with Faroese corporations, mu-
nicipalities and governmental institutions.

Loans and deposits, Retail Banking 

       March 31,

In DKK millions   2004 2005 2006 2007

Deposits   1,846 2,143 2,330 2,427
Loans    2,007 2,329 2,748 2,908
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Corporate Banking is structured as a decentralized organisa-
tion operating through four strategically located branches in 
addition to the main Corporate Banking unit situated at the 
head offi ce in Tórshavn. This structure enables the Bank to 
provide an identical service offering to customers regardless 
of their home branch. 

Corporate customers are registered as customers at their re-
spective branches, which have the direct authority for grant-
ing loans, etc. In matters exceeding branch authorization, 
decision-making will be made at the main Corporate Banking 
unit. Likewise, customer relations for certain larger corpora-
tions are centralised at the head offi ce.

All customers are allocated an individual customer relations 
manager in order to ensure prompt response and optimal 
service. 

As of March 31, 2007, loans to corporate customers account-
ed for 50% of total loans, while deposits from corporate cus-
tomers accounted for 51% of total customer deposits. In the 
period 2004 to March 31, 2007, loans and deposits within 
Corporate Banking developed as shown in the table above.

As of April 30, 2007 the Corporate Banking unit had 35 FTEs. 

Products

Corporate Banking offers companies a range of services 
including advice and assistance in connection with fi nanc-
ing, cash-management, currency transactions, investments, 
mergers and acquisitions as well as numerous other services 
required by businesses.

At the centre of Føroya Banki’s service offering towards 
corporate customers is the provision of credit and fi nanc-
ing products. The Bank is a major fi nancer in all sectors and 
makes every effort to offer professional assistance to all 
areas of business and industry. Companies are provided with 
short-term or long-term loans as well as revolving credit fa-
cilities based on an overall principle of tailoring loans to suit 
the individual customers’ need. In addition, Føroya Banki 
offers the arrangement of large fi nancing projects, poten-
tially based on syndication with other banks. In 2006, Føroya 

Banki acted as both the leading arranger and participator in 
a number of loan syndications. 

Servicing an internationally oriented corporate sector on the 
Faroe Islands, the Bank has developed core competences in 
handling international payments and settlements utilising 
the Bank’s strong network of corresponding banks. In coop-
eration with the advisors at the Bank’s Markets & Treasury 
division, the Corporate Banking advisors provide the cor-
porate customers with advice on the prospects for foreign 
currencies. 

In recent years, Faroese corporations have to an increasing 
extent engaged in merger and acquisition (“M&A”) activ-
ity, domestically and abroad. This tendency has generated a 
demand for M&A advisory services in the Faroese market, 
and as a consequence, Føroya Banki has recently set up a 
separate corporate fi nance department. So far, the corporate 
fi nance department has experienced a strong interest for its 
services, thus materialising in the involvement in a number 
of ongoing transactions. 

Customers

As of April 30, 2007, Føroya Banki had a total of 1,720 cor-
porate customers. Customers comprise small, mid-sized 
and large companies, institutions as well as governmental 
authorities, municipalities, etc. Total loans to corporate cus-
tomers as of March 31, 2007 were distributed as shown in 
the table on page 51.

With total loans of DKK 695 million, customers within the 
fi shing industry comprise the largest single customer group 
in the Corporate Banking unit. Føroya Banki has for long 
built a signifi cant expertise within this industry, and today 
the Bank provides the fi shing industry with fi rst class fi nan-
cial advice and banking services.

Another important sector serviced by the Corporate Banking 
unit is the trade and retail sector, which has exhibited strong 
growth in recent years. As per December 31, 2006 this sector 
accounted for 13.4% of total loans and overdraft facilities pro-
vided by Føroya Banki to corporations and public authorities.

Loans and deposits, Corporate Banking  

       March 31,

In DKK millions   2004 2005 2006 2007

Deposits   2,024 2,364 2,317 2,482
Loans    1,629 1,742 2,660 2,897
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Aquaculture is a well-developed industry on the Faroe Is-
lands and an important sector for Føroya Banki with total 
loans amounting to DKK 304 million. Following the disease 
related crisis in 2003, aquaculture on the Faroe Islands today 
stands out as a well-regulated and very capital intensive in-
dustry dominated by fi nancially sound companies. The aqua-
culture industry is un-correlated with the sea-based fi shing 
industry, due to the enhancement and control of production 
from intervention in the rearing process. Additionally, the 
products of the aquaculture industry supply other product 
markets than traditional fi sh products.

Going forward, Faroese corporations are expected to con-
tinue on the course of seizing the opportunities of increas-
ing internationalisation by expanding their activities abroad 
either by organic growth or by acquisitions. Also, within 
the export sectors of the Faroe Islands the companies are 
expected to continue the course of consolidation and ration-
alisation which again is expected to foster increased invest-
ments in more productive and capital intensive production 
facilities. Thus, Føroya Banki is believed to be in a strong 
position to further increase its income base on the domestic 
market.

In addition, Føroya Banki has strong customer relationships 
with Faroese municipalities with an estimated market share 
of about 64% in this segment. The municipalities are in a 
sound fi nancial position with total municipal debt of DKK 0.7 
billion at year-end 2006, corresponding to 57% of total in-
come from taxes15. The municipalities are currently increas-
ing their investments in buildings, infrastructure and other 
facilities and are thus expected to generate increasing busi-
ness activity with Føroya Banki in the coming years.  

Markets & Treasury

General

The Markets & Treasury department of Føroya Banki offers a 
range of services to investors in general, and provides serv-
ices to other departments within the Bank. The department 
manages fi nancial assets for institutional, corporate and 
private customers. 

As of April 30, 2007 Markets & Treasury had 14 FTEs, and 
with increasing demand for its services the department is 
expected to grow signifi cantly over the next few years. Also, 
the department relies on 20 educated investment advisors in 
the regional branches for provision of investment advisory 
services to retail customers. The Markets & Treasury depart-
ment operates with a fully functioning back and front offi ce 
under unifi ed leadership. 

The treasury unit within the Markets & Treasury department 
is responsible for the overall funding of Føroya Banki and 
internally between business units, divisions and subsidiaries. 
Funding is based on deposits and borrowings in the Faroese, 
Danish and international market, which potentially includes 
the issuance of commercial papers, bonds and syndicated 
loans. In March 2007, Føroya Banki entered the European 
syndication market in order to expand its funding channels. 
In this connection, Føroya Banki raised EUR 155 million in a 
term loan facility, see “Operating and fi nancial review and 
prospects – Recent developments”. The treasury unit also 
manages the Bank’s own portfolio of shares and bonds fol-
lowing a conservative investment strategy with limited inter-
est rate risk and a low exposure to equity market risk.

Sector     DKK millions %

Fishing      695 26.1
Public sector      437 16.4
Trade and retail     356 13.4
Aquaculture     304 11.4
Transportation     231 8.7
Real estate      213 8.0
Building and construction     129 4.8
Industrial      104 3.9
Other       191 7.2
Total       2,660 100.0

15 Source: Faroe Islands Customs and Tax Authorities (Toll- og Skattstova Føroya)

Sector distribution of loans, Corporated Banking, as of year-end 2006
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As of April 30, 2007, the Markets & Treasury department had 
14 FTEs. 

Products

Føroya Banki offers asset management products to corporate 
and institutional investors. Also, the Bank acts as advisor 
and broker for corporate and retail customers. 

For retail customers, focus is currently on transferring pen-
sions from traditional bank accounts to investments in 
mutual funds, bonds and shares. To facilitate these advisory 
services, the Bank has developed a variety of functional tools 
to identify the risk profi le of each customer in order to give 
the most appropriate investment advice. Last year, Føroya 
Banki invested in the new Danish pension company, letpen-
sion, which is a joint venture established and backed by 
most of the regional and local banks on the Danish market16. 
This strategic investment supports the Bank’s plan to further 
develop the pension product portfolio for the domestic mar-
ket, which has exhibited strong growth during recent years. 

The Bank cooperates with several of the major managers of 
mutual funds on the Danish market in order to provide its 
customers with a broad spectrum of investment opportuni-
ties. In contrast to the Danish market, where credits for 
security investments have increased signifi cantly in recent 
years, the Faroese market is still relatively underdeveloped 
in this area. Going forward, Føroya Banki expects further 
growth in both market size and market share in this inter-
esting segment.

Føroya Banki is a member of ICEX and in the process of be-
coming a member of the CSE, thus enabling the Bank to buy 
and sell securities directly on these two market places. CSE 
membership has been granted subject to Føroya Banki mak-
ing the necessary technical adjustments to its IT platform.  

Customers

The bank holds a strong position on the domestic market 
for asset management having most of the largest institu-
tional investors as customers. Active portfolio management 
services are provided to these professional customers. Thus, 
assets under management are in the range of DKK 800 mil-
lions. 

Retail customers on the Faroese market are becoming more 
and more accustomed to and knowledgeable about invest-
ment in bonds and shares. With a broad team of local invest-
ment advisors and a loyal retail customer base the Bank is 
in a good position to meet the increased demand for invest-
ment services and advise going forward.

P/F Trygd

Føroya Banki owns 100% of the share capital in the non-life 
insurance company Trygd. Trygd operates in the Faroese 
market as well as overseas in selected markets within the 
marine and off-shore sectors. In the Faroe Islands, Trygd is 
a full-service provider of non-life insurance to customers in 
the private, commercial, marine and municipal/governmen-
tal segments. Trygd has its only offi ce in Tórshavn and dis-
tributes its products through the branch network of Føroya 
Banki based on a compensation agreement with the Bank. 

As of year-end 2006, Trygd had a total non-life market 
share of around 22% in the Faroe Islands. However, Trygd 
maintains a stringent focus on increasing its Faroese market 
share and has a long-term strategic objective of reaching a 
market share of 35% while maintaining technical profi tabili-
ty. Over the last two years, Trygd has experienced signifi cant 
growth with an increase in net premiums of 40%. 

As of December 31, 2006 Trygd had total assets of DKK 183 
million and a book equity of DKK 97 million. During the year 
2006, gross premium income increased by 8% to DKK 72 
million, while net premium income increased by 16% to 58 
million. Net combined ratio was 94% with profi t after tax 
reaching DKK 5.7 million. As of year-end 2006, Trygd had 26 
employees.

Føroya Banki has held a controlling shareholding in Trygd 
since 1997. The company, which had been dormant since 
1943 due to restrictions in local insurances laws, resumed 
its activity in 1998 and broke the monopoly status of its key 
competitor, Tryggingarfelagið Føroyar P/F. Since 2000, Trygd 
has been a wholly owned subsidiary of Føroya Banki. 

Trygd is authorised by the Faroese Insurance Supervisory 
Authority (“Tryggingareftirlitið”), and is primarily regulated 
by the Faroese Insurance Services Act (“Lógin um tryggin-
garvirksemi”).

P/F Skyn

In November 2006, Føroya Banki established its own real es-
tate broker, Skyn. Skyn initiated operations in February 2007 
and works in close cooperation with the retail customer 
advisors at Føroya Banki. It operates physically from a loca-
tion in Tórshavn but is visible in all branches. The company’s 
objective is to increase transparency and credibility on the 
Faroese real estate market, and it positions itself by the val-
ues ‘reliability, quality, transparency and lasting customer 
satisfaction. Among other things, Skyn has introduced to the 
Faroese market an independent property status report in 
connection with all deals. Skyn aims to become the largest 
real-estate agent on the Faroese market with a long-term 

16 As of December 31, 2006, and as of the date of this Prospectus, Føroya Banki owned 1.18% of letpension.
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market share of 30%. As of December 31, 2006 Skyn had a 
book equity of DKK 0.5 million.

Risk management

Føroya Banki faces various types of risks related to its busi-
ness as a fi nancial institution. The most signifi cant of these 
risks are described below. Senior Management devotes a sig-
nifi cant portion of its time to the management of such risks. 
The mainstays of effective risk management are identifying 
signifi cant risks, quantifying the risk exposure, implement-
ing actions to limit risks and continually monitoring risks.

As part of the preparations for the listing on ICEX and the 
CSE, Føroya Banki has established a dedicated compliance 
unit within the Credit Department.

Credit risk 

Credit risk is the current or prospective risk to earnings and 
capital arising from the failure of an obligor to repay princi-
pal or interest at the stipulated time or otherwise to perform 
as agreed. This risk is enhanced if the assigned collateral 
only partly covers the claims made on the borrower or if its 
value is variable or uncertain. Credit risk arises whenever 
the Company commits its funds, resulting in capital or earn-
ings being dependent on the performance of a counterparty, 
issuer or borrower. 

The Bank is working on developing systems that can divide 
customers into credit risk groups to provide a stronger basis 
for a satisfactory credit monitoring process and to provide a 
basis for distributing risk optimally across lending activities.

Credit Policy 

The Board of Directors of Føroya Banki has a stated credit 
policy, which is implemented in all business areas of Føroya 
Banki. The Bank is diligent about spreading its lending risks, 
and about avoiding concentrations of the loan portfolio to 
one single industry. With regard to large lending exposures 
as a percentage of the equity, Føroya Banki has set internal 
limits, which are defi ned in the Bank’s internal guidelines, 
underlining the Bank’s rather conservative, but nevertheless 
prudent credit policy. 

Føroya Banki employs well-experienced professional staff 
with long-standing experiences, specifi cally from the fi sh-
ing industry. Given the Bank´s large market share and the 
structure of the Faroese society with close ties to the fi shing 
sector, Føroya Banki is very conscious of the risk involved 
within this sector. In particular the Bank has defi ned and 
stated guidelines in its credit policy as regards the fi shing 
industry, such as a particular awareness and monitoring of 
possible overcapacity within the fi shing fl eet. 

The daily management of credit risk is delegated to each ad-
visor and regional business department. All kinds of changes 
in essential credit risks in signifi cant loans shall be reported 
to the Senior Management.

Corporate customers are asked on a regular basis for insight 
into their fi nancial status and generally the Bank receives 
copies of monthly or quarterly fi nancial statements from 
larger corporations, with whom the Bank has a certain credit 
risk. Close communication is continuously sought with cus-
tomers, and the Bank aims to meet the customers on the 
site where the activity is placed. 

According to the credit policy of Føroya Banki, it is the re-
sponsibility and duty of each bank advisor, both within the 
retail and corporate segment, to take the proper precautions 
to ensure minimal losses immediately upon noticing that a 
given loan engagement could be considered doubtful.

Potential doubtful loan engagements are to be reported 
immediately to the Credit Department, which determines 
the measures to be taken. Doubtful loan engagements are 
carefully monitored by the Corporate Banking unit at the 
head offi ce and by the local branches, however under the 
supervision and control of the Credit Department through 
watch-lists and internal dialogue. All such controls are made 
in close cooperation between the Internal Auditing unit and 
the Credit Department. 

All corporate business exposures larger than DKK 2.5 mil-
lion are evaluated annually in the Credit Department and by 
the Senior Management together with the relevant regional 
manager to assess the solidity of the exposures. It is as-
sessed whether there is a need for special follow-up proce-
dures and whether the Bank should reconsider its position.

Credit meetings are conducted regularly, on which Senior 
Management, the Credit Department and the Corporate 
Banking unit discuss large corporate loans.

The Bank only has a few loans with interest not being calcu-
lated. Loans with reduced interest rates account for 0.4% of 
total lending.  

Credit application process 

The Senior Management of Føroya Banki can authorise all 
credit decisions up to a certain level. All credit decisions 
exceeding this level must be approved by the Board of Direc-
tors. 

Upon approval by the Board of Directors, the Senior Manage-
ment can delegate the authorisation to make credit decisions 
within both the corporate and retail segments. In each case, 
the degree of authorisation depends on the professional ex-
perience and seniority of the individual advisor. 
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The Credit Department is responsible for monitoring the 
credit decision-making process. In all credit decisions requir-
ing approval from the Board of Directors, the department 
has both a monitoring and an advisory function. 

Every delegation of credit decision making, and possible 
changes herein, must be confi rmed and verifi ed by the 
Credit Department. 

Provisioning Policy

The Bank conducts a cautious policy regarding provisions. 
At year-end 2006, the Bank’s provisions were DKK 301.5 mil-
lion. A total of DKK 68 million in provisions were reversed 
in 2006, the main reason being the improved credit rating 
among the Bank’s customers within the aquaculture indus-
try.

Every quarter, estimates are made regarding changes in loan 
engagements. Provisioning recommendations are submitted 
to the Credit Department by each individual bank advisor. 
Subsequently, the Credit Department makes a decision and 
fi nally the Senior Management gives its fi nal provisioning 
approval.

In connection with the making of the annual fi nancial state-
ments, a particular estimate is made in which each indi-
vidual bank advisor submits his/her provisioning recommen-
dations to the Credit Department. The Senior Management 
together with the Board of Directors makes the fi nal decision 
as regards the level of the provisioning. 

All major loan engagements are estimated, both within 
the retail and corporate sector and every doubtful loan en-
gagement is analysed carefully. Provisioning is carried out 
through meetings between the various business depart-
ments involved, the Senior Management and the Credit De-
partment. 

Final provisioning is submitted to the Board of Directors for 
approval.

Credit exposure

In 2006, total loans increased by 33%. Among customers 
within the corporate and public sector, loans increased 
by 50%. Within these sectors, the largest increases were 
recorded within the building and construction and fi shing 
industries. The Bank’s increased loan activity within building 
and construction was mainly driven by signifi cant residen-
tial building activity in the Tórshavn area, whereas the loan 
increase in the fi shing sector was driven by the building of 
new vessels and consolidation of fi shery shipping companies 
on the Faroe Islands. In addition, the Bank’s lending to com-
panies within the offshore industry increased signifi cantly 
in 2006. This is seen as a step towards spreading the credit 
risk in the corporate sector.

The Bank’s loans to retail customers have increased by ap-
proximately 20% in 2006, mostly driven by housing loans 
with security in the property.

The Bank’s large exposures, defi ned as loans larger than 10% 
of the Bank’s book equity, are divided into a variety of risk 
groups. As of year-end 2006, the exposures amount to ap-
proximately DKK 1.6 billion. Of this, 27% are granted to the 
public sector, 20% to aquaculture companies, and approxi-
mately 35% to construction, fi shing and offshore companies. 
18% are granted to companies within the service and indus-
trial sectors.

In 2006, the Bank’s guarantees have increased by more than 
50% and this specifi cally comprise limited guarantees as 
well as some larger collateral in connection with the building 
of ships. 

Market risk

Føroya Banki’s market risks are addressed and limited by 
the Bank’s fi nance policy, which describes the fi nancial risks 
as well as the way in which such risks should be measured, 
managed and reported. The policy determines the delegation 
of authority between the Board of Directors and Senior Man-
agement and further to the Markets & Treasury unit, where 
all market risks are administered and reported to the Board 
of Directors on a regular basis.

Føroya Banki has a fundamental belief that market risk has 
to be kept on a low level and that income should come from 
primary operations, not from changes in currency rates or 
interest rate movements.

Interest rate risk 

The Bank’s interest rate risk is set according to the rules of 
the Danish FSA. The interest rate risk is defi ned as the com-
plete risk given an interest rate change of one percentage 
point. 

At year-end 2006, the Bank’s total interest rate risk was DKK 
13.2 million, corresponding to 1.1% of the Bank´s core capital. 
In 2005, the interest rate risk was DKK 37 million, corre-
sponding to 3.4% of the Bank´s core capital. This decrease in 
interest rate risk stems from a decrease in the Bank’s port-
folio of bonds.

Traditionally, the retail and corporate loans in the Faroe Is-
lands have been on a variable interest basis. As the interest 
rate has been historically low over the last years and interest 
increases have taken place and are expected to continue, an 
increasing number of customers have been shifting towards 
fi xed-rate and interest capped loans. The inherent risk on 
fi xed-rate assets and liabilities is safeguarded through hedg-
ing on an ongoing basis, the cost of which is factored into 
fi xed interest. 
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Føroya Banki has had a substantial bond portfolio for many 
years. However, with the large dividend pay-out in 2006 and 
the substantial growth in the Bank´s activities, the size of the 
bond portfolio has decreased, thus reducing the interest rate 
risk to 1.1% of core capital at year-end 2006. According to 
the Bank’s guidelines, the interest risk must not exceed 4% 
of the core capital. 

Currency risk

By far the largest part of Føroya Banki’s loan portfolio is 
denominated in Danish Kroner (DKK), the currency used in 
the Kingdom of Denmark (comprising Denmark, the Faroe 
Islands and Greenland). Consequently, the currency risk of 
Føroya Banki is limited. This could, however, change signifi -
cantly if the Bank decides to seek additional fi nancing in al-
ternative currencies, decides to increase its placing of means 
on international capital markets, or decides to expand its 
business to foreign countries. 

The currency position is measured as total value of the cur-
rency relative to core capital. The currency risk measure 
shows the size of the potential loss related to the Bank’s cur-
rency exposure. 

In 2006, the Bank’s currency position was DKK 146.2 million, 
corresponding to 11.8% of the core capital, while the cur-
rency risk was DKK 0.3 million or 0.03% of core capital. The 
main reason behind the low currency risk was the fact that 
the majority of the Bank’s foreign currency was Euro based. 

The new term loan facility closed on April 3, 2007 of EUR 155 
million (see “Operating and fi nancial review and prospects 
– Recent developments”) will change the Bank´s currency 
risk in 2007. The currency risk is, however, not expected to 
change signifi cantly, as the Bank is expected to maintain the 
vast majority of its funding in Danish Kroner. 

The currency risk is managed through frameworks for open 
positions in the individual currencies. The risk is calculated 
via key fi gures, exchange rate indicators 1 and 2, according 
to rules from the Danish FSA. 

Equity risk 

The risk on listed shares is calculated on the basis of the 
amount invested in shares and share related products such 
as mutual funds. Føroya Banki aims at having approximately 
10% of its base capital invested in equities. Equities are de-
fi ned by Føroya Banki to include mutual funds investing in 
equities and/or high yield or “regular” bonds. 

The internal guidelines authorises the Markets & Treasury 
unit to invest in listed shares within certain limits. For di-
versifi cation purposes, limitations are set for the size of any 
single investment. Limitations are stricter when invested 
outside Europe or in currencies other than DKK and EUR. 

These instructions imply that investments outside Europe 
in both equities and bonds are practically always done via 
mutual funds, although Føroya Banki is aware of the fact 
that most mutual funds do not hedge their currency risks. 
Generally, the Bank diversifi es its equity risk by spreading its 
investments on different countries and industries.

Historically, low interest rates were the key driver for Føroya 
Banki starting to build its own equity portfolio in 2004. In 
2006, Føroya Banki has reached the targeted amount, and 
returning to the above-mentioned guidelines, the Bank has 
planned to maintain the level at 10% of the Bank’s base capi-
tal, given an unchanged market outlook.

The share risk is calculated as the market value of the Bank’s 
total share portfolio. At year-end 2006, the Bank had listed 
shares worth DKK 122 million, versus DKK 81 million at year-
end 2005.

The increase in the Bank’s shareholding is a step in the proc-
ess of diversifying its portfolio risk. 

Liquidity risk and capital supply risk

Liquidity risk is the risk of liquidity not being available to 
meet the Company’s liquidity requirements. This can arise if 
a fi nancial instrument or another asset cannot be disposed 
of without a major price reduction, or if fi nancing is not 
available on market terms due to disturbances in the fi nan-
cial systems, or if fi nancing cannot be obtained due to a de-
teriorating credit quality of the Company. Given the present 
and forecasted growth in the Faroese economy and conse-
quently the existing and projected increase in the demand 
for capital, pressure can be exerted on Føroya Banki’s capital 
and liquidity resources, thus prompting the Bank to turn to 
the capital markets. 

Føroya Banki aims to forecast its loan requirements and 
capital supply in considerable time prior to the need arising. 
The liquidity should always allow for a certain fi xed portion 
of total assets to be accessible immediately. Payment contin-
gencies are managed by having a suffi cient volume of liquid 
assets, mostly Danish mortgage bonds, which can swiftly be 
turned into liquid funds when needed. 

To minimise risk exposure, the Bank will act diligently and 
carefully in connection with obtaining possible future exter-
nal fi nancing. To accommodate the future requirement for 
additional capital, the Bank has initiated a liquidity-fi nancing 
program, in which the inter-bank lending market is among 
the funding sources. The Bank’s liquidity is set in accordance 
with statutory requirements. In general, the Bank aims for a 
composition of its balance to ensure a satisfactory and sta-
ble liquidity. The Bank continuously aims to have a liquidity 
that is 100% in excess of statutory requirements. The Senior 
Management receives daily reports on the liquidity.
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In 2006, the Bank had a considerably higher increase in  lending 
than in deposits. This, together with the DKK 600 million 
dividend pay-out, led to a large increase in the Bank’s lending 
from credit institutions. Lending from credit institutions 
 increased from DKK 113 million in 2005 to DKK 1,243 million 
in 2006. To ensure a stable liquidity, the Bank aims to diver-
sify its loans in relation to creditor and repayment period.

As of March 31, 2007 the liquidity of Føroya Banki was 62.3% 
in excess of statutory requirements. However, following the 
closing of the term loan on April 3, 2007 liquidity was in-
creased to 104% in excess of statutory requirements.

Risk management within the Markets & Treasury unit, is de-
fi ned in instructions from Board of Directors to Senior Man-
agement and these guidelines govern the way and means 
of which the Treasury Department are allowed to invest the 
Bank’s funds.

Operating risk

The nature of banking entails operational risks, including 
the risk of fraud or other criminal actions by employees or 
outsiders, operational errors, including clerical or record 
keeping errors or errors resulting from faulty computer or 
telecommunications systems, or from external events that 
may affect the operations and reputation of Føroya Banki. 

The Bank seeks to minimise its operating risk throughout 
the organisation by an extensive system of policies and con-
trol arrangements, which are constructed for the purpose of 
optimising procedures. On the organisational level, practice 
of activities is separated from the control function. Inde-
pendent auditors perform the internal auditing in order to 
ensure that principles and procedures are complied with at 
all times. 

The Bank maintains customary insurance policies, covering 
the Bank’s assets. Additionally the Bank maintains liability 
insurance for the Board of Directors and the Senior Manage-
ment.

Currently, banking regulation does not require provisions on 
operating risks. 

Information technology

The main responsibility of the information technology de-
partment of Føroya Banki is to develop and operate the 
necessary IT support systems. In order to ensure that the 
Company’s business units receive the necessary IT support, 
Føroya Banki has combined its process development, IT de-
velopment and IT operations into one joint function. All of 
the Company’s core systems are on a mainframe platform, 
using DB2 as a main database. The Company has entered 

into arrangements with providers of IT services including 
Elektron, based in the Faroe Islands, for strategic application 
development and IT operations, and Bankernes EDB Central 
(“BEC”), based in Denmark, for certain IT operations for the 
Company’s Markets & Treasury unit such as international 
payments and treasury operations. 

Føroya Banki outsources the vast majority of its IT opera-
tions to Elektron. The Company has retained control func-
tions within its organisation to ensure that the agreed 
services are received. The Company has also retained the 
responsibility for development, maintenance and testing of 
its core systems. 

At Elektron, disaster recovery plans are in place for all of 
Føroya Banki’s core systems, all of which have been tested 
satisfactorily. The Company has a back-up system for all 
of its core systems and other critical systems at a location 
different from the primary system, with full back-up of the 
primary system every 24 hours. 

Recently, Føroya Banki has invested in a new IT infrastruc-
ture including a server based computing platform, based on 
Citrix. A vast majority of the workstations at branch offi ces 
are socalled ‘thin customers’, i.e. small, diskless computers, 
that run the user interface, while all the programs and data 
are centralised on servers, located at Elektron in Tórshavn. 

The Company is in an ongoing process of modernising its 
existing systems. Lately, the Company has developed a new 
web interface as an alternative user interface for systems on 
the mainframes. The system is planned to be the main sys-
tem for the Company’s advisers and aims to ensure effi cient 
and consistent customer service by providing a complete 
view of the customers and access to all the main functions 
in their areas of work. 

As part of the Elektron partnership, Føroya Banki is working 
to establish more standardised IT systems which will be pre-
pared to handle potential future needs for complying with 
legislation and business practices, both locally and abroad. 
Such implementation of new IT systems might increase the 
Company’s IT related costs and capital expenditures over the 
coming years. 

Competition

Føroya Banki is among the major players on the Faroese 
fi nancial market in competition with one large and two 
smaller domestic banks as well as one Icelandic bank with a 
physical presence on the Faroe Islands. During the last two 
years, competition has somewhat intensifi ed primarily based 
on increased activity from Icelandic and other Nordic banks 
mainly in the corporate segment. 
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Other institutions operating on the Faroese fi nancial market 
comprise various public funds subject to specifi c restric-
tions, such as the Faroese Ship Financing Fund (Føroya Re-
alkredittstovnur), the Faroese Housing Development Fund 
(Húsalánsgrunnurin), the Faroese Investment Fund (Íleggin-
gargrunnurin) and the Faroese Agricultural Fund (Búnaðar-
grunnurin). In addition, certain companies within the life 
and non-life insurance sector provide fi nancial services. 
The signifi cance of such institutions in the Faroese market 
for banking services has, however, decreased within recent 
years.  

Føroya Banki provides full-service banking to all its custom-
ers, and had a market share of the overall domestic lending 
market of 44% as of year-end 2006. The domestic market 
share for deposits was 39%. As of April 30, 2007 the domes-
tic customer base comprised approximately 18,000 retail 
customers and 1,700 corporate customers. 

So far, the Company’s wholly owned non-life insurance com-
pany Trygd has been one of two non-life companies in the 
Faroe Islands. However, recently, an Icelandic non-life insur-
ance company has taken initiatives to establish a green-fi eld 
operation in Tórshavn. In 2006, Trygd had an estimated do-
mestic market share of 22%.

Legal structure

Føroya Banki is the parent company in a group comprising 
the wholly owned subsidiaries Trygd, Skyn, Vestlax and FB 
Holding, as well as the associated companies Bakkafrost, 
Elektron and Løkir. All subsidiaries and associated compa-
nies are incorporated in the Faroe Islands.

The following chart provides an overview of Føroya Banki’s 
subsidiaries and associated companies as well as Føroya 
Banki’s ownership percentage held therein:
  
P/F Trygd

See “Description of the Company - Business areas”.

P/F Skyn

See “Description of the Company - Business areas”.

P/F Vestlax

As a consequence of the crisis in the aquaculture industry 
in 2003-04, Føroya Banki took over control of a number of 
aquaculture companies, including Vestlax. The Vestlax group 
comprises four salmon hatcheries, one fi sh-processing plant, 
one live-fi sh carrier and several sea farming licenses in four 
different locations. The production capacity is estimated to 

Domestic lending and deposits by domestic banks as of year-end 2006

 Total market Føroya Banki Market shares

In DKK millions Loans (1) Deposits Loans (1) Deposits Loans (1) Deposits

Retail  6,987 5,810 2,830 2,330 40.5% 40.1%
Public  680 1,640 437 719 64.2% 43.8%
Corporate 5,327 4,569 2,442 1,599 45.8% 35.0%
Total  12,994 12,019 5,709 4,647 43.9% 38.7%

Source: The Faroese Governmental Bank and Føroya Banki
Notes: 1) Gross lending (incl. provisions)

Subsidiaries and associated companies
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10-12,000 ton per year, thus making the company the second 
largest salmon/trout producer in the Faroe Islands. Profi t af-
ter tax in 2006 was DKK 5.8 million, and as of December 31, 
2006, Vestlax had a book equity of DKK 23.6 million. In the 
balance sheet of Føroya Banki as of March 31, 2007, Vestlax 
is valued at its cost price of DKK 13.8 million.  

Føroya Banki, through its Corporate Finance department, is 
currently preparing the sale of Vestlax. The sale is expected 
to be completed before year-end 2007. Føroya Banki esti-
mates that the current favourable market conditions in the 
aquaculture industry provides for the realisation of a satis-
factory sales price. 

P/F FB Holding

FB Holding was established in 2004 with the sole purpose 
of taking over, fi nancially reconstruct and resell the aqua-
culture companies, that were taken over by Føroya Banki 
following the crisis in the industry in 2003-04. The company 
currently holds no assets and is purported to be dissolved in 
2007. Profi t after tax in 2006 was DKK 1.0 million and as of 
December 31, 2006, FB Holding had a book equity of DKK 1.7 
million.

P/F Løkir

Løkir is an investment company which was founded in Oc-
tober, 2006 by Føroya Banki, P/F Krúnborg and P/F Tjaldur, 
each with an ownership of 1/3. The objective of the company 
is to acquire businesses with the purpose of further devel-
opment and subsequent divestment. In January, 2007 Løkir 
bought 76.3% of P/F Farodane, which is the largest provider 
of computer equipment to Faroese businesses. A decision 
was subsequently made to merge Farodane with P/F Reproz 
and P/F Com-Data, with Løkir owning 55% of the combined 
company. Løkir targets companies with a signifi cant growth 
potential and has a special focus on companies subject to 
privatisation and generational change or companies in need 
of growth capital. As of December 31, 2006, Løkir had a book 
equity of DKK 60 million. 

P/F Elektron

Elektron is the IT provider for all the Faroese banks and a 
number of governmental institutions, including the tax au-
thorities. The Faroese government and the Faroese fi nancial 
institutions own Elektron jointly with Føroya Banki holding 
34.3%, the government holding 28.4%, Eik Bank holding 
25.4% and Tryggingarfelagið Føroyar, Norðoya Sparikassi and 
Suðuroyar Sparikassi holding a combined stake of 11.9%. Ele-

ktron is run on a non-profi t basis, with its primary objective 
being to serve the fi nancial institutions and their IT infra-
structure and systems. Profi t after tax in 2006 was DKK 0.5 
million, and as of December 31, 2006, Elektron had a book 
equity of DKK 14.6 million.

P/F Bakkafrost Holding

Bakkafrost is the result of a merger between a number of 
aquaculture companies, all suffering from the crisis in the 
industry in 2003-04, some of which Føroya Banki had be-
come the owner of through its debt security arrangements. 
In connection with the merger and restructuring of these 
companies, several institutional and fi nancial investors in-
vested in the new company into which Føroya Banki injected 
some of its assets against payment in cash and against 
retaining an ownership stake of 35.9% in the combined com-
pany. Føroya Banki’s holding in Bakkafrost was reduced to 
33.7% in February 2007 following the sale of a minor stake 
to members of the company management. Føroya Banki’s 
voting rights was unaffected by this transaction due to a 
30% voting rights restriction in Bakkafrost. Other major 
shareholders of Bakkafrost include the company manage-
ment with 33.8%, and the fi shing companies P/F Havsbrún 
with 15.8% and P/F Hjallur with 7.3% of the share capital. 
Bakkafrost operates eight salmon farming licenses. The an-
nual salmon production is expected to be approximately 
11,500 tonnes in 2007, thus making the company the largest 
salmon producer in the Faroe Islands. The major part of the 
production is to be sold as frozen salmon fi llet, produced 
on Bakkafrost’s own fi sh-processing plant. Profi t after tax 
in 2006 was DKK 21.7 million, and as of December 31, 2006, 
Bakkafrost had a book equity of DKK 171.6 million. In the bal-
ance sheet of Føroya Banki as of March 31, 2007, Bakkafrost 
is valued at its cost price of DKK 9.4 million (after adjusting 
for the reduction of ownership in February 2007).  

Føroya Banki is planning to divest its stake in Bakkafrost in 
due course.

Employees

As per April 30, 2007, Føroya Banki had 260 employees, cor-
responding to 225 full-time equivalents. Of these, 239 (218 
FTEs) were assigned to core banking tasks. The average age 
is 43 years and the average seniority is 17 years indicating a 
low level of staff turnover. In the years 2005 and 2006, aver-
age staff turnover has been 5.5%.
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Facilities

Føroya Banki has 20 branches across the Faroe Islands, in-
cluding the Company’s head offi ce. The Company owns all of 
the properties in which the branches are located, with the 
exception of one minor branch in Tórshavn, which is leased. 
The buildings are all in good condition and maintained on a 
regular basis. Føroya Banki is currently investing to further 
improve the physical surroundings in its branches through 
the implementation of a new design scheme. 

Føroya Banki in 2003 acquired a building site in Tórshavn 
with the purpose of building a new head offi ce. These plans 
are, however, still on a preliminary stage.

Insurance

Føroya Banki holds insurance policies in respect of property, 
offi ce equipment, vehicles and employees’ compensation as 
well as general liability and directors and offi cers liability. In 
addition, the Company holds insurance policies in respect of 
theft, robbery, transportation between branches and convey-
ance by post of amounts below DKK 2 million. The Company 
believes that the type and relative amounts of insurance that 
it holds are in accordance with customary practice in its 
industry.

The Company holds all of its insurance policies with Trygd, 
apart from the insurance of money transportation.

Intellectual property rights

Føroya Banki has no signifi cant registered intellectual prop-
erty rights.

Legal proceedings 

The Company has not been involved in any governmental, 
legal or arbitration proceedings (including any such proceed-
ings which are pending or threatened of which the Company 
is aware), during a period covering the previous 12 months 
which may have, or have had in the recent past, signifi cant 
effects on the Company’s fi nancial position or profi tability. 

The Company and its Chief Executive Offi cer have been 
involved in litigation with SAK Industries Inc. in the Court 
of the Faroe Islands under which SAK Industries Inc. has 
claimed that the Company’s Chief Executive Offi cer has 
acted in a defamatory way against SAK Industries Inc. and 
breached the requirements of fair and proper practice ap-
plicable to fi nancial institutions. SAK Industries Inc. has also 
indicated an intent to possibly claim damages from both 
the Company and the Chief Executive Offi cer. The case has 
arisen on the basis of an internal warning circulated by the 
Company to its branches stating that the Danish FSA consid-
ered the business of Maxamec (a company within the SAK 
group) illegal (it subsequently turned out that the warning 
was based on a communication error and it was retracted 
when it was ascertained that the Danish FSA had in fact not 
stated that Maxamec’s business was illegal) and certain sub-
sequent statements made by the Company’s Chief Executive 
Offi cer in a radio interview discussing the matter. On May 
30, 2007, SAK Industries Inc. waived their claims brought 
before the Court of the Faroe Islands. Subsequently, a repre-
sentative of SAK Industries Inc. indicated in the press that 
the company may pursue the claim in the United States of 
America. 
  
The Company and its external legal advisors believe that the 
claims, if pursued further, are unfounded. However, legal 
proceedings are always subject to numerous uncertainties, 
and accordingly the outcome of any litigation cannot be 
predicted with certainty. In any event, the Company and its 
external legal advisors do not believe that the resolution of 
a possible litigation with SAK Industries Inc. would have a 
material adverse effect on the Company’s fi nancial condition 
or otherwise.

Educational background of banking staff as of April 30, 2007

Education    Number of staff  Percentage

Higher education or similar    42  17.6%
Financial Academy    72  30.1%
Financial Basic Education    88  36.8%
Offi ce clerks etc    22  9.2%
Apprentices    15  6.3%
Total     239  100.0%
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Regulatory overview

Together with Denmark and Greenland, the Faroe Islands 
constitute the Kingdom of Denmark, which is a constitu-
tional monarchy. 

The Faroe Islands are subject to the Home Rule providing 
that certain so-called “Joint Affairs” are under Danish state 
authority, while “Faroese Affairs” are under the Faroese 
Home Rule administration and governed by Faroese legisla-
tion. 

It is the general practice that Danish legislation only takes 
effect in the Faroe Islands after ratifi cation by the Faroese 
Parliament (Føroya Løgting), but this is not a guaranteed 
right.

Faroese Banking Regulation

As a bank, Føroya Banki is subject to the rules set forth in 
the Faroese Act on Financial Businesses. Føroya Banki is 
also subject to a number of executive orders in the fi nancial 
area issued in respect of the Faroe Islands. The Danish FSA 
is the public agency responsible for the supervision of Faroe 
Islands credit institutions, including Føroya Banki. Danish 
banking regulation only applies if specifi cally enacted for the 
Faroe Islands.

The Faroese Act on Financial Businesses and the regulations 
issued pursuant thereto set up safeguards to protect deposi-
tors by establishing solvency ratios that require banks to 
have suffi cient capital (own funds, etc.) or subordinated cap-
ital in relation to assets. In addition, liquidity rules require 
banks to maintain suffi cient liquid assets to meet depositor 
claims. To further protect the assets of banks, the Faroese 
Act on Financial Businesses establishes rules limiting the 
ability of a bank to concentrate its assets in lending or other 
exposure to single customers or customer groups. The sol-
vency rules apply to Faroe Islands banks individually as well 
as on a group basis.

Solvency, or capital adequacy, is established by measur-
ing and weighing all assets (as defi ned in the regulations) 
against the “capital” of a bank. Accordingly, “capital” of a 
bank must amount to a certain minimum percentage  of 
the risk-weighted assets of the bank (see below), subject to 
a minimum of EUR 5 million. The Faroese Act on Financial 
Businesses sets forth a minimum solvency ratio of 8% calcu-
lated by dividing the adjusted base capital by the aggregate 
of risk-weighted assets. The base capital of Faroe Islands 
banks is calculated as the aggregate of the adjusted core 
capital and the adjusted supplementary capital. 

The credit risk assessment is based on the defi ned credit 
risks of various groups of assets, taking into consideration 
the nature of the counterparty and the counterparty’s obli-
gation in accordance with Executive Order No. 12499/2001 
on Capital Adequacy. For example, claims on governments 
in zone A countries and Danish local authorities are given a 
weight of zero, whereas unsecured claims on corporate and 
private customers are given a weight of one. Between these 
extremes, there are a number of other assessments set forth 
by the Executive Order No. 12499/2001 on Capital Adequacy.

The Faroe Islands have established a deposit protection 
scheme in accordance with Royal Decree no. 89 of February 
10, 2006. Payments under the deposit protection scheme will 
be met by the Guarantee Fund for Depositors and Investors. 
The scheme covers in full deposits made on certain accounts 
established according to law, including, among others, 
certain pension accounts, and up to DKK 300,000 of a cus-
tomer’s aggregate net ordinary deposits with any one bank. 
Investors who hold securities in institutions that are not able 
to redeliver the securities to the investors as a result of sus-
pended payment or the fi ling for compulsory winding-up are 
covered up to the equivalent of EUR 20,000 per investor.

The supervision of insurance companies such as Føroya 
Banki’s subsidiary P/F Trygd is undertaken by the Faroese 
Insurance Supervisory Authority (“Tryggingareftirlitið”), and 
is primarily regulated by the Faroese Insurance Services Act 
(“Lógin um tryggingarvirksemi”). 
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The “Related Parties” of Føroya Banki comprise the mem-
bers of the Board of Directors and Senior Management, as 
well as the Company’s subsidiaries Trygd, Skyn, Vestlax and 
FB Holding, and associated companies Løkir, Elektron and 
Bakkafrost Holding as well as these subsidiaries’ and associ-
ates’ members of board of directors, management and key 
shareholders.

In the years 2004, 2005, 2006 and until the date of this 
Prospectus, the Company has had, and continues to have, 
the following transactions with Trygd: deposits from Trygd, 
loans to Trygd, securities and deposits of securities, market-
ing assistance, IT assistance, internal audit, payment of rent, 
administration fees, acquisition commissions, insurance of 
the Company. 

In the years 2004, 2005, 2006 and until the date of this Pro-
spectus, the Company has had, and continues to have, the 
following transactions with Elektron: Deposits from Elektron 
and loans to Elektron. With regard to transactions regarding 
IT, see “- Cooperation with Elektron” below.

In the years 2004, 2005, 2006 and until the date of this Pro-
spectus, the Company has had, and continues to have, the 
following transactions with its other subsidiaries and associ-
ated companies: Deposits, loans, credit lines, guaranties and 
insurances. The insurances are taken out with Trygd and re-
lates to liability, real estate, cars and various movable assets.

Apart from deposits from Trygd and the IT transactions with 
Elektron described below, the Company has had no material 
transactions with related parties in the years 2004, 2005, 
2006 and until the date of this Prospectus. 

Outstanding loans with subsidiaries totalled DKK 78 million 
as of March 31, 2007, DKK 59 million as of December 31, 
2006, DKK 16 million as of December 31, 2005 and DKK 5 
million as of December 31, 2004. Outstanding loans with as-
sociates totalled DKK 39 million as of March 31, 2007, DKK 
38 million as of December 31, 2006, DKK 10 million as of 
December 31, 2005 and DKK 12 million as of December 31, 
2004. Loans granted to members of the Board of Directors, 
Senior Management and their immediate family members 
amounted to DKK 3 million as of March 31, 2007, DKK 3 mil-
lion as of December 31, 2006, DKK 3 million as of December 
31, 2005 and DKK 7 million as of December 31, 2004. Out-
standing loans with key shareholders of associates totalled 
DKK 12 million as of March 31, 2007, DKK 15 million as of 
December 31, 2006, DKK 1 million as of December 31, 2005 
and DKK 2 million as of December 31, 2004. Total loans to 
related parties amounted to 2.3% of Føroya Banki’s total 
loans as of March 31, 2007, 2.1% as of December 31, 2006, 
0.7% as of December 31, 2005 and 0.7% as of December 31, 

Related party transactions 

2004. Further, the Company may from time to time grant 
loans related to the independent business activities in which 
members of the Board of Directors may be involved. Mem-
bers of the Senior Management are required to certify that 
they do not have independent business activities. All loans 
granted to members of the Company’s Board of Directors, 
Senior Management, employees or any of their fi nancially 
connected parties have been granted on terms and condi-
tions similar to the terms and conditions applicable to such 
loans granted to the Company’s other customers, and in 
compliance with the Faroese Act on Financial Businesses. 

In case of any transactions with related parties it is the fi rm 
policy of the Company, that all transactions are performed at 
“arms length”. 

Cooperation with Elektron

The Company has outsourced its operations and contracting 
relating to IT to Elektron, in which the Company owns 34.3 
% of the shares, while the Faroese government owns 28.4%. 
Further, the Company is represented in Elektron’s board of 
the directors. The cooperation between the Company and 
Electron has existed for more than 10 years.

The cooperation with Elektron is formalised in a set of sev-
eral specifi c agreements, however a framework outsourcing 
agreement is being prepared. 

The most signifi cant agreements in this regard are the fol-
lowing:

• Back-up agreement between Elektron and the 

Company. The agreement is dated 7 October 2004, and 
provides that Elektron secures the required back-up of 
the Company’s databases. The agreement does not con-
tain a termination clause;

• Catastrophe plan between Elektron and the Com-

pany. The agreement has effect as of October 1, 2003 and 
defi nes which IT systems and services are required to be 
available within certain deadlines should Elektron be hit 
by some kind of catastrophe. The agreement does not 
contain a termination clause; and

• Service agreement between Elektron and the Com-

pany with amendment concerning equipment. This 
agreement is dated April 10, 2002, and its purpose is to 
set out the level of Elektron’s services to the Company 
in relation to availability, help, placing of orders and in-
formation. The agreement can be terminated by Elektron 
with three months notice and by the Company with one 
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months notice. An amendment dated February 20, 2006 
has been entered into concerning Elektron’s level of serv-
ice and tasks towards the Company as regards remedying 
errors, repairs and maintenance of equipment and sys-
tems. The agreement runs for one year at a time with ef-
fect from January 1, 2006 and can be terminated by both 
parties with three months notice to the end of a calendar 
year. 
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Other than the syndicated term loan facility (see “Operating 
and fi nancial review and prospects – Recent developments”) 
and the cooperation with Elektron (see “Related party trans-
actions – Cooperation with Elektron”), the Company is party 
to the following material agreements: 

Agreement with PBS A/S

The Company has entered into a number of agreements 
with PBS A/S (“PBS”), which is the leading Danish supplier 
of payment solutions and related services to banks, private 
associations and public institutions. The agreements are the 
following:

• Agreement on the Company’s acceptance of the general 
conditions for the use of the trademarks of the debit card 
“Dankort” with regard to granting issues. The agreement 
is dated January 22, 2001. The agreement can be termi-
nated with 18 months notice by both parties;

• Agreement on the Company’s acceptance of the general 
conditions for the use of the trademarks of the debit card 
“Dankort” with regard to redemption issues. The agree-
ment is dated January 22, 2001. The agreement can be 
terminated with 18 months notice by both parties; 

• Agreement on the Company’s use of the VISA card and 
trademark. The agreement is dated May 24, 2004 and 
gives the Company the right to use the VISA card and 
trademark based on PBS’ rights according to their prin-
cipal group membership of VISA International S.A. The 
agreement contains a disclaimer on behalf of PBS which 
covers most circumstances beyond the control of PBS. 
The agreement can be terminated with six months notice 
by both parties; and

• Agreement on the transfer of the rights and obligations in 
respect of redemption towards Dankort cardholders. The 
Agreement is dated October 7, 2005. By this agreement 
the responsibility to redeem the Dankort card holders is 
transferred from the Company to PBS.

Material agreements 

Agreement with Bankernes EDB Central

P/F Elektron has entered into an agreement with the or-
ganisation Bankernes EDB Central (“BEC”), which provides 
data processing services to Danish banks. The Company is 
not formally a party to the agreement, but it relies on the 
use of the agreement through its cooperation with Elektron. 
The agreement is dated March 20, 1996 and regulates which 
of the Company’s data processing areas BEC should handle. 
The agreement can be terminated by both parties with three 
months’ notice to the end of a quarter.
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The selling shareholder 

Historical background

During the Faroese economic crisis in the early 1990s, most 
fi nancial institutions in the Faroe Islands experienced major 
fi nancial problems. 

Sjóvinnubankin, being one of the major banks at the time, 
was in particular facing the negative consequences of the 
crisis, and during the autumn of 1992 it became obvious that 
a fi nancial reconstruction of the bank was needed. With the 
main purpose of securing such reconstruction, the Financing 
Fund of 1992 was established on November 2, 1992 through 
contributions from the Danish government and Íleggingarg-
runnurin, an investment fund owned by the Faroese govern-
ment. 

According to its original articles of associations, the Financ-
ing Fund was to be managed by a committee of fi ve mem-
bers, of which three were to be appointed by the Danish 
government and two by the Faroese government. The origi-
nal purpose of the Fund was “to inject and own equity in the 
largest Faroese banks in the form of share capital or sub-
ordinated capital, to perform an active ownership in these 
banks, and to initiate or participate in structural changes of 
the Faroese industry.”

In March 1993, the Fund took over a controlling stake in 
the also struggling Føroya Banki through a share swap with 
Føroya Banki’s existing majority owner, Danske Bank. Ac-
cording to the agreement, the Financing Fund received 52% 
of the shares in Føroya Banki against a transfer of a 30% 
ownership stake in Sjóvinnubankin to Danske Bank. 

Later in 1993, a new fi nancial reconstruction was however 
deemed necessary in both Sjóvinnubankin and Føroya Banki. 
The Fund provided the required capital and Danske Bank 
wrote off its ownership interests in both banks. The Fund 
now became the sole owner of both banks, and consequently 
a merger was considered a logical next step. On April 11, 
1994 the decision was taken to merge Sjóvinnubankin and 
Føroya Banki with effect from January 1, 1994 under the 
name “Føroya Banki” but with Sjóvinnubankin as the con-
tinuing company. 

With the Faroese economy signifi cantly improving in the 
following years, the Fund now took on a more passive role 
as owner of Føroya Banki. The bank’s return to profi tability 
in 1995 generated the fi rst dividend payment to the Fund in 
1996 and, as a consequence, the Danish Parliament passed 
a law in June 1996 allowing the Fund to pay dividends to the 
Faroese government. Since then, Føroya Banki has paid a 
total of DKK 1,521 million in dividends to its shareholders, 
of which the Fund has passed on the vast majority to the 
Faroese government. 

Based on an agreement between the Faroe Islands and 
Denmark in June 1998, the Danish government liquidated 
its commitment with the Fund. As of January 1, 1999, the 
Faroese government consequently secured the right to ap-
point all the members of the board. Simultaneously, the ar-
ticles of the Fund were modernised by specifying the Fund’s 
object as being to inject and own equity capital in Føroya 
Banki. In addition, the Fund may inject and own equity in 
VMF, the Faroese Securities Market, of which it owns 2.7%.

  
Articles of association 
 
Object

The object of the Fund is to inject and own equity capital in 
Føroya Banki and VMF in the form of share capital or sub-
ordinated loan capital. The Fund is authorised to divest its 
full ownership in Føroya Banki subject to this taking place at 
market price. 

Board of Directors

The Fund is managed by a board of directors consisting of 
fi ve board members. The Faroese government appoints four 
of the board members, including the chairman. These four 
board members jointly appoint the fi fth member. The board 
members are appointed for three years at a time. In the case 
of permanent absence a new board member will be appoint-
ed for the remaining time period.

For the administration of the Fund, the board of directors 
has established a secretariat.

The board of directors is legally competent to make deci-
sions when at least four board members are present. Deci-
sions are made through regular majority of votes. In case of 
parity of votes and if the chairman is present, the chairman 
has the deciding vote.

The annual accounts of the Fund are audited by two auditors 
appointed by the board of directors, of which at least one is 
always a state-authorised public accountant. The appoint-
ments can be withdrawn at any time.

Sale of shares in Føroya Banki

The Fund may only with the approval of the Faroese govern-
ment make a decision on a full or partial realisation of the 
share capital or the subordinated loan capital held in the 
Bank.

The application of the means of the Fund

The means of the Fund are applied in accordance with the 
objectives of the Fund. The board of directors of the Fund 
can decide to distribute means to the Faroese government 
when the means originate from subsidiaries of the Fund 
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or from a write-down of the base capital of the Fund. Such 
means may be distributed to the extent the board of direc-
tors fi nds no grounds for applying the means in accordance 
with the Fund’s objects and to the extend the fi nancial posi-
tion of the Fund allows it. The Faroese government is not 
bound by the objects of the Fund as to the application of 
distributed means.

The Fund can decide to dissolve and distribute its assets to 
the Faroese government through a liquidation of the Fund to 
the extent that the board of directors fi nds no basis for ap-
plying the assets according to the objectives of the Fund.

Change of articles 

The board of directors of the Fund can with a simple major-
ity of votes decide to change the articles of association and 
liquidate the Fund. Such decisions, however, requires the 
approval by the fund authority (the Danish Commerce and 
Companies Agency), the Danish minister of justice as well as 
the Faroese government.

Ownership 

The Fund owns 99.4% of the Shares in the Company prior to 
completion of the Offering. After the Offering is completed, 
the Fund will hold 39.4% of the Shares in the Company, or 
33.4% of the Shares if the Over-allotment Option is exercised 
in full.

Strategy for remaining ownership in 
Føroya Banki

The Fund intends to dispose completely of its ownership 
share in the Bank within a number of years. Prior to effect-
ing such disposal, the Fund will consider to propose to the 
Bank’s general meeting and vote in favour of an abolition of 
the quorum requirement set out in clause 9.2 in the Bank’s 
articles of association (see “Corporate status and share capi-
tal - Majority resolutions of the general meeting”).

Any proposal submitted by the Fund to amend or lift the 
quorum requirement set out in clause 9.2 may be adopted 
by 2/3 of both the votes cast and of the share capital rep-
resented at the general meeting. For the purpose of voting 
on such proposal submitted by the Fund, the restrictions on 
voting rights and voting by proxy and the quorum require-
ment shall not apply.

In connection with the obtaining of the syndicated term loan 
facility (see “Operating and fi nancial review and prospects 
– Recent developments”), the Fund has expressed an inten-
tion to maintain an ownership level of 1/3 in the Company 
for the three-year duration of the syndicated term loan facil-
ity, which commenced on April 3, 2007, when the loan was 
drawn. 

Address of the Selling Shareholder

The address of the Selling Shareholder is:

Figgingargrunnurin frá 1992 
Niels Finsensgøta 37 
FO-110 Tórshavn 
Faroe Islands
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Board of Directors and Senior Management

Board of Directors

The Board of Directors is responsible for the overall manage-
ment of the Company and the supervision of Senior Man-
agement. The Board determines the Company’s policies in 
relation to business strategy, organisation, accounting and fi -
nance and appoints the Senior Management of the Company. 
According to the Company’s articles of association, all Board 
members, except for employee representatives, are elected 
by the general meeting for terms of one year and, according 
to the articles of association, no candidate for election or 
re-election may have reached the age of 70. Board members 
may be re-elected for successive terms.

As of the date of the Prospectus, the Company’s Board of Di-
rectors is composed of six members.

The current members of Føroya Banki’s Board of Directors  
are the following:

Jóhan Páll Joensen. Chairman of the Board of Direc-
tors since 1994 and board member since 1993. Mr. Joensen 
holds a shipmaster education and a business college degree 
(HH), and is the CEO of P/F Maru Seafood. Mr. Joensen also 
serves as board member of P/F Maru Seafood, P/F Norðís, 
P/F Eystís, P/F J.P.J & Co., Sp/f Maru Holding, P/F Kósin, P/F 
Torvanes, P/F Høgnin, P/F Hæddin, P/F Farpack and P/F 
Klesin. In addition to this, Mr. Joensen is the chairman of the 
Faroese Employers Association. Prior to joining P/F Maru 
Seafood, Mr. Joensen served as CEO and board member of 
P/F Kósin. Within the past fi ve years, Mr. Joensen has been a 
member of the board of directors of P/F Suðurís, P/F Flaka-
virkið Hvalba and P/F Vestís.

Jens Erik Christensen. Deputy chairman and member of 
the Board since 2007.  Mr. Christensen holds an MSc in actu-
arial science and is the CEO of Dansk Merchant Capital A/S 
and the former CEO of Codan A/S, Codan Forsikring A/S and 
Trygg-Hansa Försäkrings AB (publ). Mr. Christensen is the 
chairman of the board of directors of Scandinavian Private 
Equity A/S and a member of the board of directors of Scan-

dinavian Airlines System, Falck Holding A/S, Falck A/S, Falck 
Danmark A/S and Selskabet af 19. december 2004 A/S. With-
in the past fi ve years,  Mr. Christensen has been chairman of 
the board of directors of Besigtigelses Kontoret af 1914 A/S, 
Codan Ejendomme II A/S, Codan Ejendomme III A/S, Codan 
Ejendomme IV A/S, Ejendomsselskabet Gammel Kongevej 
60 ApS, Fonden Forsikringsakademiet af 26/2 2003, A/S For-
sikringsselskabet Codan Pension, SEB Pensionsforsikring A/S, 
Forsikringsselskabet SEB Liv A/S, Forsikringsselskabet SEB 
Liv III A/S, SEB Ejendomme I A/S, SEB Ejendomme IV A/S, 
Ejendomsselskabet Århus A/S, Aktieselskabet af 24. novem-
ber 1965, Trekroner Ejendomme ApS, Forsikring & Pension 
and Trygg-Hansa Försäkrings AB (publ). In addition, Mr. 
Christensen has within the past fi ve years been a member of 
the board of directors of Codan Fonden, A/S Opnæsgaard II, 
Ejendomsselskabet Holmens Kanal A/S, A/S Forsikringssel-
skabet Codan Liv, A/S Forsikringsselskabet Codan Liv II, A/S 
Forsikringsselskabet Codan Liv III, A/S Forsikringsselskabet 
Codan Invest Liv, Ejendomsselskabet 27. november 1990 A/S, 
Seniornet.dk A/S, Nadoc nr. 1 A/S, Nadoc nr. 2 A/S, Nadoc 
nr. 3 A/S, Ejendomsselskabet Fabriciusstrasse A/S, Danica B 
Ejendomsinvest ApS, Careonline Svenska AB, Docco AB and 
Nordenfjeldske Livforsikring AS.

Eyðhild Skaalum. Member of the Board since 2007. 
Ms. Skaalum holds a Law Degree from University of Copen-
hagen, and is presently a partner in the law fi rm Sp/F Teirin 
og Skaalum, Advokatar. Ms. Skaalum also serves as member 
of the Board of Directors of the Financing Fund of 1992. 

Graham Duncan Stewart. Member of the Board since 
2006. Mr. Stewart holds a degree in Offshore Engineering 
and an MBA and is the CEO of Faroe Petroleum plc, of which 
he is a founding member. Prior to joining Faroe Petroleum, 
Mr. Stewart was fi nance director and commercial director 
of Dana Petroleum plc. Mr. Stewart also serves as a board 
member and chairman of P/F Føroya Kolvetni, a Faroese 
subsidiary of Faroe Petroleum, as well as board member of 
Faroe Petroleum (U.K) Limited and Faroe Petroleum Norge 
AS. Within the past fi ve years, Graham Stewart has been a 
member of the boards of Antra Limited, Atlantic Intertrade 

Name Year of birth Member since Position

Jóhan Páll Joensen 1955 1993 Chairman
Jens Erik Christensen 1950 2007  Deputy chairman
Graham Duncan Stewart 1960 2006  Board member
Eyðhild Skaalum 1960 2007  Board member
Sigmar Brynjolfson Jacobsen 1962 2001  Board member (employee representative)
Olav Enomoto 1973 2006  Board member (employee representative)

Board of Directors
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Limited, Dana Petroleum (E&P) Limited, Dana Petroleum 
(North Sea) Limited, Dana Petroleum (Africa/Asia) Limited, 
Dana Petroleum (Russia) Limited, Dana Petroleum plc, Dana 
Petroleum Limited, Dana Petroleum (Ghana) Ltd, Dana Pe-
troleum (Cyprus) Ltd, Faroe Petroleum Investments Limited, 
FGHC Limited, and Planet resources Limited. 

Sigmar Brynjolfson Jacobsen. Member of the Board since 
2001. Mr. Jacobsen holds a bank education and is a senior 
bank clerk in Føroya Banki. Within the past fi ve years, Mr. 
Jacobsen has not held any other directorships.

Olav Enomoto. Member of the Board since 2006. 
Mr. Enomoto has a degree in advanced computer studies 
and is a network administrator in Føroya Banki. Prior to 
this, Mr. Enomoto held a position as IT Security Consultant 
and E-commerce Developer at P/F Farodane. In addition, 
Mr. Enomoto is a member of the Faroese Parliament for the 
Liberal Party (Sambandsfl okkurin) since 2004. Within the 
past fi ve years, Olav Enomoto has not held any other direc-
torships.

Board practices

The Board of Directors convenes regularly and conducts its 
business according to the rules of procedure adopted by the 
Board. The rules of procedure set out, inter alia, guidelines 
for the division of responsibilities between the Board and 
the Senior Management. Guidelines have been prepared for 
how the Board ensures that the Senior Management com-
plies with instructions from the Board and guidelines for the 
establishment and maintenance of minute books, register of 
shareholders and protocols. The rules of procedure specify 
the obligation of the board members to actively consider the 
Company’s organisation and internal controls, as well as the 
obligation on the Board to actively follow up on plans, budg-
ets, cash fl ow position, and other material issues concerning 
the Company. According to the rules of procedure, the Board 
of Directors is obligated to assess the auditor’s long form 
reports prior to signing thereof and to review the interim 
reports and annual report. 

Shareholdings and remuneration of Board 
members

The aggregate remuneration paid to members of the Board 
of Directors in 2006 was DKK 1,125,000, of which DKK 
375,000 was paid to the Chairman, Jóhan Páll Joensen, DKK 
250,000 was paid to the Deputy Chairman at the time, 
Jóhannus Egholm Hansen, and DKK 125,000 was paid to each 
of the remaining board members at the time, Graham Dun-
can Stewart, Høgni Hansen, Sigmar Brynjolfson Jacobsen and 
Olav Enomoto. The Board of Directors determines the remu-
neration payable to its members. 

Except as set out below, as of the date of this Prospectus, 
the members of the Board of Directors do not hold Shares, 
options or warrants in the Company:

Jóhan Páll Joensen  10 Shares
Sigmar Brynjolfson Jacobsen  20 Shares

The Company has not issued any guarantees, nor has it 
made any other commitments in respect of the Board of 
Directors or any member thereof. Members of the Board of 
Directors do not receive bonuses and are not participants in 
any severance plans. However, due to a considerable work 
load in connection with the Offering, the members of the 
Board of Directors will be remunerated with an aggregate 
extra remuneration of DKK 1,400,000 in 2007 of which DKK 
500,000 will be paid to the Chairman, DKK 300,000 will be 
paid to the Deputy Chairman and DKK 150,000 will be paid 
to each of the remaining board members.

Corporate governance 

The Company is focused on maintaining relations with its 
shareholders, Board of Directors and management which are 
consistent with good corporate governance as recommended 
in the Guidelines on Corporate Governance published by 
the Iceland Chamber of Commerce, ICEX and the Confedera-
tion of Icelandic Employers and as recommended by the 
Danish CSE Corporate Governance Committee in 2001 and 
supplemented in 2005. The Company complies with these 
recommendations, except that remuneration and compensa-
tion and audit committees have not been established. Such 
committees have not been established, as the Company con-
siders remuneration, compensation and audit issues to be of 
signifi cant importance for the entire Board to be involved in, 
taking into account the Company’s current situation being 
in the process of a privatisation and stock exchange listing. 
Further, in regard to audit issues, the Board is guided and 
supported by the Bank’s internal auditors.

A duly qualifi ed Board of Directors has been appointed. The 
Board of Directors has been composed with the aim of se-
curing a diversity of relevant competencies, nationalities and 
personalities in order to optimise the Board’s ability  to pro-
vide strategic direction for the Company and act as a general 
sparring partner for the Senior Management. The activities 
of the Board of Directors are governed by internal rules of 
procedure. The rules of procedure for the Board of Direc-
tors govern the allocation of powers between the Company’s 
Board of Directors and its Senior Management.

The Board of Directors currently comprises four members 
elected at the general meeting and two members elected by 
the Company’s employees. Election of employee Board mem-
bers is conducted in accordance with relevant legislation. 
Board members elected at the general meeting are elected 
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for terms of one year and may be re-elected for successive 
terms. No candidate for election or re-election may have 
reached the age of 70. 

The Board of Directors convenes at regular Board meetings 
at least ten times a year in practice. In addition, a strategy 
seminar is conducted annually.

The Board of Directors is compensated with a fi xed fee, 
which is stated in the Company’s annual report. The Board 
does not receive any performance related remuneration.

Appointments to the Senior Management, including sever-
ance conditions, are deemed to follow standard market 
practice, which is reassessed on a regular basis. The Senior 
Management does not receive any performance related re-
muneration. It is, however, the intention of the Board to pro-
pose an incentive scheme for the Senior Management and 
other key employees following the Offering.

The Board of Directors monitors the risk situation of the 
Bank on a continuous basis and maintains a steady and close 
cooperation with the Bank’s auditors. 

The Company is managed in accordance with Faroese statu-
tory provisions, see “Corporate status and share capital  
- General” and “Regulatory overview”. The Company’s corpo-
rate governance must therefore be understood in the frame-
work of such legislation. 

The Company intends to continue to pursue a strategy of 
good corporate governance.

Committees of the Board

There are no separate committees of the Board. All board 
members participate in the consideration and vote of all 
agendas, unless a board member is disqualifi ed due to per-
sonal interest in the given agenda.

Senior Management

The Company’s Senior Management (the “Senior Manage-
ment”) is responsible for the day-to-day management of the 
Company, observing the instructions and guidelines of the 
Board of Directors. The members of the Senior Management 
jointly possessing appropriate expertise and experience for 
the management of the Company’s business are: 

Janus Eyðun Petersen. Chief Executive Offi cer. Mr. Pe-
tersen holds a Law Degree and an MSc in Economics from 
the University of Copenhagen. Mr. Petersen has an 18 year 
background in banking. Prior to joining Føroya Banki in 1994, 
Mr. Petersen was head of the credit department in Føroya 
Sparekassi (now Eik Bank). Mr. Petersen has also spent 4 
years as head of department in BRF Kredit. Mr. Petersen is 
the chairman of Trygd, Skyn and FB Holding, and a board 
member of Elektron. In addition, Mr. Petersen is the chair-
man of the Faroese Banking Association (Felagið Peningas-
tovnar) and a board member of the Faroese Association of 
Employers in the Finance Sector (Arbeiðsgevarafelagið fyri 
fíggjarstovnar). Within the past fi ve years, Mr. Petersen has 
not held any other directorships.

Súni Schwartz Jacobsen. Managing Director and Head of 
Corporate Banking. Mr. Jacobsen holds an MSc in Business 
Management and Accounting from Aarhus School of Busi-
ness and is a State Authorised Public Accountant. Prior to 
joining Føroya Banki in 2006, Mr. Jacobsen was a partner in 
the accounting fi rm SPEKT (formerly KPMG). In addition, 
Mr. Jacobsen served as the registered manager of Sp/F 1/3 
2002. Mr. Jacobsen is a board member of Trygd, Skyn and 
FB Holding. Within the past fi ve years, Mr. Jacobsen has not 
held any other directorships.

Shareholdings, remuneration and agree-
ments for Senior Management 

As of the date of this Prospectus, Janus Eyðun Petersen holds 
20 Shares in the Company. Otherwise Senior Management 
does not hold Shares, options or warrants in the Company. 

Name Year of birth Position

Janus Eyðun Petersen 1959  Chief Executive Offi cer
Súni Schwartz Jacobsen 1963  Managing Director

Senior Management



69Føroya Banki

The salaries paid in 2006 were DKK 1,811,448 to the CEO and 
DKK 1,158,850 to the Managing Director (for 11 months of 
service). In addition, the compensation of Senior Manage-
ment includes the use of company cars. 

The Company has entered into a service agreement with Mr. 
Petersen as its Chief Executive Offi cer. Mr. Petersen may ter-
minate his employment by 12 months’ notice, and is subject 
to a non-competition undertaking for one year following his 
termination of employment with the Company. The Com-
pany may terminate his employment subject to 24 months’ 
notice. Mr. Petersen is not entitled to any separate severance 
payment. Mr. Petersen’s employment agreement will expire 
when he reaches the age of 62. 

The Company has entered into a service agreement with 
Súni Schwartz Jacobsen as its Managing Director, on terms 
providing for notice of termination of 24 months by the 
Company, and for 12 months’ notice by Mr. Jacobsen. Mr. 
Jacobsen is subject to a non-competition undertaking for one 
year following his termination of employment with the Com-
pany. Mr. Jacobsen is not entitled to any separate severance 
payment. Mr. Jacobsen’s employment agreement will expire 
when he reaches the age of 62.

The Company has not issued any guarantees, nor has it 
made any other commitments in respect of senior manage-
ment. No exceptional agreements, including agreements 
regarding extraordinary bonus schemes, have been con-
cluded between the Company and the Senior Management. 
The Senior Management does not receive remuneration for 
any directorships in the wholly-owned subsidiaries of the 
Company. However, due to a considerable work load in con-
nection with the Offering, the Senior Management will be 
remunerated with an aggregate extra salary of DKK 900,000 
in 2007. 

The Board of Directors intends to propose an incentive 
scheme for the Senior Management and other key employ-
ees following the Offering. The motivation for this is to 
ensure incentives that are relevant to achieve competitive 
remuneration for the Senior Management and other key em-
ployees.

Description of management reporting 
 systems and internal control systems 

Following its listing on ICEX and the CSE, the Company is re-
quired to have established procedures, which provide a rea-
sonable basis for Board of Directors and Senior Management 
to make proper judgments as to the Company’s fi nancial 
position and prospects.

The Board of Directors and Senior Management have es-
tablished and relies on the following controls in managing, 

monitoring and reporting the Company’s fi nancial position 
and results of operations:

• an annual budget (anchor budget); 

• a monthly report; and

• a strategy plan.

The Company’s strategic planning, and corporate objectives 
are incorporated by the Company into a fi ve-year strategy 
plan. The strategy plan is reviewed and approved once a 
year. Annual budgets, long-term forecasting and projection 
procedures exist. 

Regular reporting by Senior Management to the Board of Di-
rectors comprises monthly reports on the operations of the 
Company. The Board of Directors convenes approximately 
once a month and for these meetings relevant material is 
prepared concerning the Company’s operational situation as 
well as developments in general. The reports show the Com-
pany’s results year to date compared to the budget and to 
the results for the same period last year.

The Bank’s accounting department handles the budget fol-
low-up subject to inclusion in the monthly reports. The fol-
low-up occurs on three levels: 1) track record of all expense 
accounts, 2) track record of operation and balance sheet 
items, and - on a quarterly basis - 3) track record of con-
tribution to earnings and rate of return at all geographical 
regions:

1) Track record of all expense accounts: The Company’s 
track record of the budget consists primarily of one fol-
low-up on each of the expense accounts, divided into the 
three main items: employee, marketing and administra-
tive expenses. The expenses registered are compared to 
the original monthly budget and to the same period last 
year.

2) Track record of operation and balance sheet items: The 
reports consist of, among other things, a follow-up on the 
Company’s operational results, balance sheet items, inter-
est rate developments, liquidity, solvency and risk and 
return on the portfolio of shares and bonds. 

3) Track record of contributions to earnings and rate of re-
turn for all geographical regions: This follow-up occurs on 
a quarterly basis and is mainly used on regular regional 
meetings between Senior Management and the regional 
leader. The follow-up is based on the budgeted interest 
rate multiplied by the anticipated quarterly loans and de-
posit balance. These fi gures are compared to the actual 
fi gures in order to fi nd the variance. The region’s contri-
bution to earning is subsequently calculated by subtract-
ing operational costs from earnings from loans.



70 Føroya Banki

The Company also maintains detailed internal accounting 
controls for ensuring the completeness and accuracy of the 
Company’s accounting records and detailed internal controls 
regarding trading in the Company’s portfolio of shares. 

Senior Management believes the controls described above 
provide effective fi nancial reporting procedures.

Statement on the past activities of the 
Board of Directors and Senior Management

None of the Board members or Senior Management has 
been convicted in relation to fraudulent offences in the last 
fi ve years at least. Similarly, none of the Board members or 
Senior Management has been subject to an offi cial public 
incrimination or sanctions by statutory or regulatory au-
thorities, or been disqualifi ed by a court from acting as a 
member of the administrative, management or supervisory 
bodies of an issuer, or from acting in the management or 
conduct of the affairs of any issuer for at least the previous 
fi ve years. Further, none of the Board members or Senior 
Management has in the last fi ve years been associated with 
companies that have gone into bankruptcies, receiverships 
or liquidation.

Statement on confl icts of interests

The CEO of the Company, Janus Eyðun Petersen, is a member 
of the board of directors of Elektron. Otherwise, there are 
no potential confl icts of interests between any duties to the 
Company of the members of the Board of Directors or Senior 
Management and these individuals’ private interests and/or 
other duties.

Address of the Board of Directors and 
 Senior Management

The business address of the members of the Board of Direc-
tors and of the Senior Management is c/o P/F Føroya Banki, 
Húsagøta 3, Postbox 3048, FO-110 Tórshavn, Faroe Islands.
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Set forth below is a summary of certain information con-
cerning the Company’s corporate status and share capital. 
The summary includes references to and descriptions of cer-
tain material provisions of the articles of association of the 
Company and Faroese law in effect on the date hereof. This 
summary contains only material information concerning the 
Company’s corporate status and its share capital and does 
not purport to be complete and is qualifi ed in its entirety 
by reference to the articles of association of the Company 
(reproduced in their entirety in Appendix A hereto) and 
applicable Faroese legislation. For the avoidance of doubt, 
whenever reference is made to the Company’s corporate 
documents and/or to Faroese legislation, it is the original 
Faroese version that prevails, if there is any confl ict or am-
biguity in any translation of those documents.

General

The Company is a public limited liability company incorpo-
rated under the Faroese Public Companies Act, with its regis-
tered offi ce in Tórshavn, Faroe Islands. The Company is duly 
registered with the Faroese Company Registration (Skráset-
ing Føroya).

The Company conducts its business according to the Faroese 
Act on Financial Businesses, and holds the licenses required 
in order to conduct such business, the latest of which have 
been issued in March 20, 2006. Føroya Banki has conducted 
business since 1906.

Corporate status and share capital

Registered and issued share capital

The Company’s registered, outstanding and fully paid-in 
share capital has a nominal value of DKK 200 million con-
sisting of 10,000,000 Shares in one share class each with a 
nominal value of DKK 20. There are no outstanding options 
to acquire or warrants to subscribe for Shares in the Com-
pany. 

Ownership

Prior to the Offering, 9,942,280 Shares, corresponding to 
99.4% of all Shares issued by the Company, are owned by 
the Fund. The remaining 57,720 Shares, corresponding to 
0.6% of all outstanding Shares, are owned by 1,123 other 
shareholders, primarily comprising Faroese private inves-
tors, who were shareholders in Føroya Banki prior to the 
fi nancial reconstruction of the Bank in 1993. Out of these 
remaining 57,720 Shares, Føroya Banki holds 790 of its own 
Shares. Apart from Bakkafrost, which owns 10 Shares in the 
Company, Føroya Banki’s subsidiaries and associated compa-
nies hold no Shares in the Company. 

Historical summary of changes to the 
share capital

As of January 1, 2006, the number of Shares issued in the 
Company was 1,000,000 each with a nominal value of DKK 
100. As of December 31, 2006, the number of Shares is-
sued in the Company had increased to 2,000,000 each with 
a nominal value of DKK 100. The table below sets forth the 
changes to the share capital of the Company since January 1, 
2004:

Date Transaction Share capital after the capital change (nom.)

March 21, 2006 Issue of bonus shares and increase of  DKK 200 million
 share capital of DKK 100 million 

March 19, 2007 Stock split 5:1 with reduction of the  DKK 200 million
 nominal value per share from 
 DKK 100 to DKK 20 

Changes to share capital since January 1, 2004
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Financial reports to shareholders

Following admission to trading on ICEX and the CSE, the 
Company will publish an audited annual report, a reviewed 
interim report for the period January 1 to June 30 and un-
audited and unreviewed reports for the periods January 1 to 
March 31 and July 1 to September 30 prepared in accordance 
with applicable accounting rules and rules issued by ICEX 
and the CSE. After being admitted to trading, the publica-
tion of such information will be made through the Company 
News Service system provided by the OMX Nordic Exchange.

General meetings

According to the Company’s articles of association, the gen-
eral meetings are held in Tórshavn. The ordinary general 
meeting is held each year within three months after the end 
of the fi nancial year. Notices of general meetings are an-
nounced in the newspaper “Dimmalætting” and in one or 
more of the other Faroese newspapers as well as through 
the Company News Service system provided by the OMX 
Nordic Exchange after the Company has been admitted to 
trading. Such announcement is published no more than four 
weeks and no later than eight days prior to the date of the 
general meeting.

In order to attend a general meeting each shareholder must 
request an admission card no later than fi ve days prior to 
the date of the general meeting. In order to be able to vote 
at a general meeting each shareholder must request both an 
admission card and an election ballot no later than fi ve days 
prior to the date of the general meeting.

Majority resolutions of the general meet-
ings

All resolutions at general meetings are adopted by a simple 
majority of votes cast. However, certain resolutions - chang-
es in the articles of association, voluntary liquidation and 
merger - require a quorum of no less than 2/3 of the Shares 
being represented at the general meeting and in addition the 
resolution can only resolved by a supermajority of both 2/3 
of the votes cast and 2/3 of the Shares represented at the 
general meeting.

Any proposal submitted by the Fund to amend or lift the 
quorum requirement may be adopted by 2/3 of both the 
votes cast and of the share capital represented at the general 
meeting. For the purpose of voting on such proposal submit-
ted by the Fund, the restrictions on voting rights and voting 
by proxy and the quorum requirement shall not apply, see 
“The selling shareholder – Strategy for remaining ownership 
in Føroya Banki”. 

Board of Directors

The Board of Directors shall, according to the Company’s 
Articles of Association, consist of not less than four and not 
more than six members elected by the shareholders in gen-
eral meetings for terms of one year. Further, in accordance 
with the Faroese Public Companies Act, the employees have 
the right to elect a number of Board members. Such em-
ployee Board members are elected for a period of four years 
and their number should equal half the members elected by 
the general meeting. Consequently, the Board may consist of 
six to nine members in total. 

Authorisations to the Board of Directors

The annual general meeting held on March 19, 2007 has au-
thorised the Board to purchase up to 10% of the Company’s 
Shares during the period until the next annual general meet-
ing, such purchase to be effected at market price +/- 10%. 
At the date of this Prospectus, the Company holds 790 of its 
own Shares.

Pre-emptive subscription rights

All shareholders of the Company have pre-emptive subscrip-
tion rights in connection with capital increases that are car-
ried out as cash contributions. The shareholders in a general 
meeting may resolve, subject to the requirements needed to 
change the articles of association as described above, to is-
sue Shares without pre-emptive subscription rights for the 
Company’s shareholders. Shareholders outside the Faroe Is-
lands, Iceland and Denmark may be unable to exercise such 
pre-emptive subscription rights as neither the Offering nor 
any future issues of new Shares can be expected to be regis-
tered with any authority outside the Faroe Islands, Iceland or 
Denmark.  See “Risk factors—Possible unavailability of pre-
emptive rights for Shareholders in jurisdictions outside the 
Faroe Islands, Iceland and Denmark”.  

Limitations on ownership

There are no limitations as to how many Shares a person or 
legal entity may own.

Voting rights

Each Share shall carry one vote. However, no shareholder 
may, neither in respect of his own Shares nor when act-
ing as proxy for other shareholders, cast votes representing 
more than 10% (ten per cent) of the total share capital, re-
gardless of the shareholding. Proxy votes given to the Board 
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of Directors shall be subject to no restrictions. Shareholders 
in the same group, as defi ned in section 2 of the Faroese 
Public Companies Act, shall not cast votes representing more 
than 10% (ten per cent) in aggregate of the total share capi-
tal, regardless of their shareholding.

Dividend rights

Distribution of dividends is decided by a simple majority of 
the shareholders present at the annual general meeting. Pay-
ment of dividends is limited by mandatory provisions of the 
Faroese Public Companies Act and the recommendations of 
the Board of Directors. Payment of interim dividends is not 
allowed under Faroese law. 

The Shares, including the Offer Shares, will be entitled to 
any future dividends. Entitlement to any dividends paid out 
in a given year requires that Shares are owned or purchased 
on the date of the annual general meeting resolving to pay 
out dividends at the latest. For a discussion of the taxation 
of dividends, see “Taxation”.

Negotiability and transferability

All Shares are freely transferable and negotiable instru-
ments. However, under the Faroese Act on Financial Busi-
nesses, before acquiring (directly or indirectly) Shares in 
the Company implying that the acquirer holds 10% or more 
of the Company’s Shares or voting rights, such acquirer 
shall obtain approval from the Danish FSA. Approval is also 
required to be obtained prior to acquiring Shares implying 
that the holdings of the acquirer will equal or exceed 25%, 
33% or 50% of the Company’s share capital or voting rights 
or if such acquisition will entail that the Company becomes a 
subsidiary of the acquirer.

Rights in liquidation 

Upon a solvent liquidation of the Company the shareholders 
will be entitled to receive a pro rata share of the proceeds in 
proportion to their nominal shareholding in the Company af-
ter due payment has been made to the Company’s creditors.

Special rights

No Shares carry special rights. 

Registration of Shares

The Shares shall be registered electronically with VP Securi-
ties Services through a Faroese, Icelandic or Danish bank or 
other institution which is legally authorised to be registered 
as custodian of the Shares. The Shares are issued as non-
certifi cated bearer shares. The Shares may be registered in 
the name of the holder in the Company’s register of share-
holders through the holder’s custodian. 

Offer Shares

The Offer Shares shall rank pari passu with the Company’s 
other Shares. No Shares carry special rights.

Disclosure requirements

Holders of shares in a company listed on ICEX and the CSE 
are required to give immediate notice to the Company, ICEX, 
the CSE and from November 1, 2007 the Danish FSA when 
their shareholding in the listed company reaches, rises above 
or falls below: (i) 5% of the voting rights attached to the 
shares, or (ii) 5% of the company’s registered and outstand-
ing share capital. Such notice must also be given when the 
holder’s shareholding reaches, rises above or falls below 
any interval of 5% from 10% to 90% and, according to the 
rules of the CSE, one-third or two-thirds of the total number 
of voting rights attached to the company’s shares or to the 
company’s registered and outstanding share capital.

Calculations as to the shareholding shall include shares held 
by the relevant holder, shares controlled directly or indirectly 
by the holder and shares held by persons acting in concert 
with the holder. Notifi cations shall include the relevant 
holder’s full name and address, and for companies and legal 
entities, the registered offi ce, the number of shares and their 
nominal value. Persons under the duty of disclosure de-
scribed above must immediately publish information about 
any conditions in shareholders’ agreements or similar which 
may affect the free negotiability of the Shares or which may 
have a signifi cant impact on price formation.

Mandatory bids

The Faroese Securities Trading Act includes rules concerning 
public offers for the acquisition of shares. 

If a shareholding is transferred, directly or indirectly, in a 
company with one or several share classes listed on a stock 
exchange or admitted for trading at an authorised market-
place, the acquirer shall enable all shareholders of the com-
pany to dispose of their shares on identical terms if such 
transfer involves that the acquirer
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1) will hold the majority of voting rights in the company,
2) becomes entitled to appoint or dismiss a majority of the 

members of the company’s board of directors,
3) obtains the right to exercise a controlling infl uence over 

the company according to the articles of association or 
otherwise in agreement with the company,

4) according to agreement with other shareholders will con-
trol the majority of voting rights in the company, or

5) will be able to exercise a controlling infl uence over the 
company and will hold more than one third of the voting 
rights.

Exemptions from the mandatory bid requirement may be 
granted under certain circumstances by the Danish FSA.

In addition, Icelandic and Danish rules concerning public of-
fers for the acquisition of shares, which may differ from the 
above, may also apply.

Redemption

Except as set out in Sections 20(b) of the Faroese Public 
Companies Act, the Shares are not redeemable. In accord-
ance with Section 20(b), a shareholder holding more than 
nine-tenths of the shares and the voting rights in a company 
can, in a joint decision with such company’s board of direc-
tors, demand that the minority shareholders transfer their 
shares to the majority shareholder.  
  
According to the Faroese Public Companies Act, Section 79, 
the rights and restrictions in relation to shares, including 
redemption rights, may be changed by the general meeting 
if such a resolution is passed by a majority of nine-tenths of 
the cast votes as well as nine-tents of the represented capi-
tal.
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Taxation

The following discussion is a summary of certain Faroese; 
Danish and Icelandic tax considerations relating to an in-
vestment in the Offer Shares. The discussion is for general 
information only. It does not constitute tax advice. This dis-
cussion does not address all possible tax consequences re-
lating to an investment in the Offer Shares and prospective 
investors in the Offer Shares should consult their tax advis-
ers regarding the applicable tax consequences of acquiring, 
holding and disposing of Shares based on their particular 
circumstances. The discussion is based upon tax laws of the 
Faroe Islands, Denmark and Iceland in effect on the date of 
this Prospectus.

Faroe Islands

Resident corporate and individual investors

Dividend

The Company is obliged to withhold taxes on dividend ac-
cording to article 15 in the Taxation Act No. 164 from De-
cember 21, 2001 regardless of whether the investor is resi-
dent in the Faroe Islands or not. However, the obligation to 
withhold tax does not apply for any part of the total dividend 
that is distributed to a corporation situated in the Faroe Is-
lands. Inter-company dividends within corporations subject 
to full tax in the Faroe Islands are tax-exempted and no tax 
has to be withheld.

For dividend paid out to private investors the withholding 
tax is 35%. The withholding tax is a fi nal tax. However, loss-
es on disposal of shares/securities may be set off against the 
dividend when calculating the taxable income.

Disposal of shares

For Faroese resident investors, profi t from disposal of shares 
in Føroya Banki is liable to tax, and will be taxed at 18% 
(corporations) and 35% (individuals). Losses on disposal of 
shares/securities may be set off against profi t from other 
shares/securities. 

For private investors, interest accrued on debt obtained in 
connection with the acquisition of shares may also be set off 
against profi t from other capital gains. However if the pri-
vate investor does not have any capital gain to set off against 
the interests, these interests may only be carried forward 
for 5 years in order to be set off against other capital gains.

For corporations, profi t from disposal of shares may be set 
of against losses from the ordinary activities.
 
For private investors, commercially trading in shares, there 
is an exception from the main rule. Received dividend and 
profi t/losses on disposal of shares are taxed as normal tax-
able income.

Non-resident corporate and individual investors

Dividend

If the recipient is a foreign corporation, the dividend-pay-
ing corporation has to withhold tax at a rate of 18%. If the 
corporation holding the shares is situated in a country with 
which a double tax treaty (for instance the Nordic coun-
tries) is established, the withholding tax might be refunded/ 
exempted. The Nordic treaty stipulates, that a corporation 
whose shareholding in a Faroese subsidiary is at least 10% 
will have the total withholding tax refunded. Corporations 
from Nordic countries holding less than 10% may, according 
to the treaty, have to pay 15% to The Faroe Islands.

Qualifying recipient corporations situated in a “treaty coun-
try” have to apply for a refund of the withholding tax (18%) 
regarding dividends.

If the recipient is a foreign individual, the dividend-pay-
ing corporation has to withhold tax at a rate of 35%. If the 
individual holding the shares is situated in a country where 
there is established a double tax treaty (for instance the 
Nordic countries), the withholding tax might be refunded/ 
exempted. The Nordic treaty stipulates, that an individual 
from Nordic countries have to pay 15% tax to the Faroe Is-
lands.

Individuals situated in a “treaty country” can apply for a 
refund of the withholding tax (the tax above 15% e.g. 20%) 
regarding dividends.

The Faroe Islands have tax treaties with the Nordic coun-
tries, Greenland, Austria, Switzerland and India.

Disposal of shares

For investors, not resident in the Faroe Islands, capital gains 
and losses on disposals of shares in Føroya Banki are not 
subject to Faroese taxation.

Investors living outside the Faroe Islands are advised to in-
vestigate the tax consequences within their home countries.

Iceland

Individual investors

Dividends

Dividends received by an individual resident in Iceland is 
subject to 15% withholding tax in the Faroe Islands in ac-
cordance with the double taxation treaty between the Nordic 
countries. 

An individual accounts for the dividends received and the 
withholding tax on a tax return in Iceland and will not be 
subject to capital gain tax on that income in Iceland.
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Disposal of shares

According to the double taxation treaty between the Nordic 
countries profi ts from sales of shares in the Company owned 
by Icelandic individual shareholder are taxable in Iceland. 
The capital gains tax rate is 10%.

Corporate investors

Dividends

The withholding tax rate on dividends received by a cor-
porate shareholder resident in Iceland is the same as men-
tioned above concerning individuals. A corporate share-
holder resident in Iceland is subject to 15% withholding tax 
in the Faroe Islands in accordance with the double taxation 
treaty between the Nordic countries. If the company holds 
directly at least 10% of the capital of the company paying the 
dividends it is exempt from the withholding tax obligation 
on dividends received from a Faroe Islands company. Under 
Icelandic tax law, investors subject to Icelandic taxation on 
dividends received from shares in the Company will be eli-
gible for a reduction of Icelandic dividend income, provided 
that the Company has been taxed appropriately in the Faroe 
Islands. 

Disposal of shares

Profi ts from sale of shares held by an Icelandic corporate 
shareholder are also subject to taxation in Iceland based on 
the tax treaty between the Nordic countries. The profi t is 
subject to 18% income tax. However, the taxation of capital 
gains can be deferred by reinvestment in shares within two 
years from the sale.

Denmark

The following description of Danish tax rules applies solely 
to owners of Offer Shares who are tax resident in Denmark. 
Owners who are not tax resident in Denmark will generally 
not incur any Danish taxation in respect of the Offer Shares.

In the following, it is assumed that a shareholding in the Of-
fer Shares will not give rise to control of foreign company 
(“CFC”) taxation. This could be the case if a Danish share-
holder together with dependent parties were to hold 25% or 
more of the shares in Føroya Banki and if, at the same time 
the Faroese corporate income tax paid by the Company was 
to constitute less than three-quarters of the amount of Dan-
ish corporate income tax which the Company would have 
paid had it been tax resident in Denmark.

Individual investors

The following description applies to individuals who invest 
in the Offer Shares outside of their pension savings. The tax 
treatment of an investment through a pension saving follows 
the rules described below under “Pension Funds”.

Dividends

Dividends received are included in so-called share income. 
An individual’s total share income for the year is subject to 
tax at 28% on the fi rst DKK 45,500 per year (2007-thresh-
old) and at 43% on any further amount in excess of the 
threshold. Spouses living together share a total threshold of 
DKK 91,000 per year (also 2007 threshold). The Danish par-
liament is expected to pass a proposal to introduce a higher 
tax rate of 45% on share income in excess of DKK 100,000 
per year (2007-threshold). The increased rate is to take ef-
fect as from 2008.

Faroese withholding tax at 15% can be credited against Dan-
ish tax, subject however to certain restrictions in respect of 
fi nancing and other costs relating to the shareholding.

Disposal of shares

A capital gain realised on a sale of shares is taxable as share 
income and hence subjected to same rates as stated above.

If a capital loss is realised on sale of shares, it can be deduct-
ed only to the extent the individual (together with his/her 
spouse) has positive share income (dividends, capital gains, 
etc.) from other stock quoted shares. Any loss in excess of 
such other share income can be carried forward for deduc-
tion against the same income type in a later year.

Corporate investors

Dividends

Dividends are taxable as ordinary income at a rate of 28% 
but only 66% of the amount of the dividend is included in 
taxable income. The 66%-rule does not apply to dividends 
received from trading stock by a company trading in shares. 
The Danish parliament is expected to pass a proposal to re-
duce the corporate income tax rate to 25% with effect from 
2007.

Faroese withholding tax of 15% can be credited against Dan-
ish tax, subject however to certain restrictions in respect of 
fi nancing and other costs relating to the shareholding.

If a company holds at least 15% (10% from January 1, 2009) 
of the total shares in Føroya Banki for at least twelve 
months, the dividends are exempt from Danish taxation. 

Disposal of shares

A capital gain realised on sale of shares is taxable as ordi-
nary income at a rate of 28% unless it is realised after a 
holding period of at least three years in which case the gain 
is tax-exempt. The three year-rule does not apply to a gain 
realised on trading stock by a company trading in shares. 
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Pension Funds

Danish resident pension funds are generally exempt from 
Danish corporate income tax. Instead, they are subject to a 
15% pension yield tax on their return on investments.

Dividends

Dividends are fully taxable when received. 

Faroese withholding tax at 15% can be credited against Dan-
ish tax, subject however to certain restrictions in respect of 
fi nancing and other costs relating to the shareholding.

Disposal of shares

Capital gains and losses are included in taxable income un-
der an accrual principle. In the year of disposal, any gain or 
loss compared to the tax basis at the beginning of the year is 
included in taxable income.

Life assurance companies

Life assurance companies are subject to both ordinary cor-
porate income tax and pension yield tax. Complex rules ap-
ply to ensure that double taxation is avoided.
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Sale of Shares 

Sale

Handelsbanken Capital Markets (Division of Svenska Han-
delsbanken AB (publ.)) (the “Global Coordinator”) expects to 
enter into an underwriting agreement on June 20, 2007 (the 
“Underwriting Agreement”) with the Fund, under which the 
Global Coordinator, subject to the satisfaction of certain con-
ditions, will procure purchasers for, or failing which will it-
self purchase and pay for, the Offer Shares at the Offer Price. 

In the Underwriting Agreement the Fund will grant to the 
Global Coordinator an Over-allotment Option exercisable 
from time to time from the fi rst day of trading in the Of-
fer Shares on ICEX and the CSE until 30 days after the fi rst 
date of trading in the Shares, to buy for up to an aggregate 
600,000 additional Shares at the Offer Price.  

In the Underwriting Agreement, the Fund will give certain 
representations and warranties to the Global Coordinator, 
and the Fund will indemnify the Global Coordinator in re-
spect of certain items pursuant to the Underwriting Agree-
ment. The Underwriting Agreement will contain a provision 
entitling the Global Coordinator to terminate the Offering 
(and the arrangements associated with it) at any time prior 
to the Closing Date in certain circumstances including force 
majeure and material changes in the fi nancial condition or 
business of the Company. If this right is exercised, the Of-
fering and any associated arrangements will lapse and any 
monies received in respect of the Offering will be returned 
to applicants without interest.

Lock-up

The Company and the Fund has each undertaken to the Glo-
bal Coordinator to be comprised by a lock-up for a period 
commencing on the date of this Prospectus and ending 180 
days after the Closing Date (both dates inclusive) (the “Lock-
up”). 

The terms of the Lock-up provide that, for the applicable 
period, neither of the parties providing the undertakings nor 
any of their respective subsidiaries and affi liates will, ex-
cept for the Shares to be sold in the Offering (including any 
shares sold under or pursuant to the Over-allotment Option), 
(a) issue, offer, pledge, sell, contract to sell, or issue, offer, 
sell or contract to sell any option, right or warrant to pur-
chase or acquire or otherwise transfer or dispose of, directly 
or indirectly, any Shares (or any receipt, certifi cate or other 
right, title or interest in respect of or representing Shares or 
an interest therein) or any securities, instrument or other 
right or interest convertible into or exercisable or exchange-
able for or which confer a right or entitlement to purchase 
or acquire Shares (or any receipt, certifi cate or other right, 
title or interest in respect of or representing Shares or an 

interest therein), or (b) enter into any swap or other agree-
ment that transfers, in whole or in part, any of the economic 
consequences of ownership of any Shares (or any receipt, 
certifi cate or other right, title or interest in respect of or 
representing Shares or an interest therein) or any securi-
ties, instrument or other right convertible into or exercisable 
or exchangeable for or which confer a right or entitlement 
to purchase or acquire Shares (or any receipt, certifi cate 
or other right, title or interest in respect of or representing 
Shares or an interest therein), whether any such transaction 
described in (a) or (b) above is to be settled by delivery of 
any Shares (or any receipt, certifi cate or other right, title or 
interest in respect of or representing any Shares or an inter-
est therein) or such other securities, in cash or otherwise, 
without the prior written consent of the Global Coordinator. 
The Lock-up undertaken by the Company does not apply 
to (i) the issue of any warrants or options by the Company 
pursuant to any share warrant or option plan subsequently 
approved or adopted by resolution of the Company’s share-
holders in a general meeting; or (ii) the issue of Shares by 
the Company pursuant to the exercise of any warrants or 
options subsequently granted as aforesaid.

Price stabilisation and short positions

In order to facilitate the Offering, Handelsbanken Capital 
Markets as Global Coordinator, or its agents, may engage 
in transactions that stabilise, maintain or otherwise affect 
the price of the Offer Shares for up to 30 days from the 
commencement of trading of the Shares on ICEX and the 
CSE. Specifi cally, the Global Coordinator and the Fund have 
agreed that the Global Coordinator may accept offers to pur-
chase a greater number of Offer Shares than for which they 
are obligated to procure purchasers under the Underwriting 
Agreement, creating a short position. A short sale is covered 
if the short position is no greater than the number of Of-
fer Shares available for purchase by the Global Coordinator 
under the Over-allotment Option. The Global Coordinator 
can close out a covered short sale by exercising the Over-al-
lotment Option or purchasing Shares in the open market. 
In determining the source of Shares to close out a covered 
short sale, the Global Coordinator will consider, among other 
things, the open market price of Shares compared to the 
price available under the Over-allotment Option. The Global 
Coordinator may also sell Offer Shares in excess of the Over-
allotment Option, creating a naked short position. The Global 
Coordinator must close out any naked short position by pur-
chasing Shares in the open market. A naked short position 
is more likely to be created if the Global Coordinator is con-
cerned that there may be downward pressure on the price 
of the Shares in the open market after pricing that could 
adversely affect investors who purchase in the Offering. Any 
naked short position will not exceed an amount equal to fi ve 
percent of the original number of Offer Shares offered. As an 
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additional means of facilitating the Offering, the Global Coor-
dinator or its agents may effect transactions to stabilize the 
price of the Shares. These activities may raise or maintain 
the market price of the Shares above independent market 
levels or prevent or retard a decline in the market price of 
the Shares. Such transactions may be effected on ICEX and 
the CSE, in off-orderbook trades or otherwise. The Global 
Coordinator and its agents are not required to engage in any 
of these activities and, as such, there is no assurance that 
these activities will be undertaken; if undertaken, the Global 
Coordinator or its agents may end any of these activities at 
any time and they must be brought to an end at the end of 
the 30-day period mentioned above. Save as required by law 
or regulation, the Global Coordinator does not intend to dis-
close the extent of any stabilisation transactions under the 
Offering.

Market making

The Company has entered into an agreement with Han-
delsbanken Capital Markets on market making relating to 
Shares in the Company. The agreement will take effect from 
the fi rst day of trading of the Shares on ICEX and the CSE. 
The purpose of the agreement is to improve liquidity and 
to enhance transparent price formation in the Company’s 
shares on ICEX and CSE. Under the agreement, Handelsbank-
en Capital Markets is obligated to submit bid and ask orders 
for Shares in Føroya Banki for a minimum of 250 Shares at 
least 90% of the opening time of ICEX and the CSE at a price 
determined by Handelsbanken Capital Markets. The maxi-
mum bid/ask spread may not exceed 2%. Handelsbanken 
Capital Markets is not obliged to provide any minimum li-
quidity per day nor has any maximum difference from last 
price paid been specifi ed. 

Selling and transfer restrictions

Investors should refer to “Selling restrictions” and “Transfer 
restrictions” for a description of certain selling and transfer 
restrictions applicable to the Shares.

Address of the Global Coordinator

The address of the Global Coordinator is:

Handelsbanken Capital Markets, Amaliegade 3, Box 1032, 
DK-1007 Copenhagen K, Denmark
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The Offering

Offer Price

The Offer Price is expected to be in the range between DKK 
162 and DKK 189. The Offer Price will be determined by the 
Global Coordinator in consultation with the Selling Share-
holder and on the basis of a book-building process. The 
result of the Offering, including the Offer Price and the basis 
of the allocation, are expected to be announced through ICEX 
and the CSE on or about June 20, 2007. No brokerage fees 
are payable by investors in connection with the Offer.

Withdrawal of the Offering

The Fund and the Global Coordinator reserve the right to 
withdraw the Offering at any time prior to fi rst day of trad-
ing on ICEX and the CSE. Further, under the Underwriting 
Agreement the Global Coordinator may terminate the Offer-
ing (and the arrangements associated with it) at any time 
prior to the Closing Date in certain circumstances including 
force majeure and material changes in the fi nancial condi-
tion or business of the Company. If this right is exercised, 
the Offering and any associated arrangements will lapse and 
any monies received in respect of the Offering will be re-

turned to applicants without interest. Any such withdrawal 
will be notifi ed immediately to ICEX and the CSE and will 
also be announced as soon as possible in the same daily 
newspapers in which the Offering was announced.

ISIN/Common code

FO0000000088

Listing and trading

Application has been made for the Shares to be admitted to 
trading on ICEX and the CSE, with ICEX being the primary 
place of listing. Subject to fi nal approval from ICEX and 
the CSE, it is expected that the Shares, including the Of-
fer Shares, will be admitted to trading on ICEX and the CSE 
under the symbol FO-BANK on or about June 21, 2007 but in 
no cases earlier than June 18, 2007. The Shares are expected 
to start trading simultaneously and on a continuous basis at 
10:00 a.m. Icelandic time on ICEX and at 12:00 noon CET on 
the CSE.

Expected timetable of principal events

• Offer Period  .......................................................................................................................................................  June 11-19, 2007
• First possible closing of Offer Period ...............................................................................................................  June 13, 2007
• Result of Offer including Offer Price ................................................................................................................  June 20, 2007
• First day of trading ............................................................................................................................................  June 21, 2007
• Payment for the Offered Shares .......................................................................................................................  June 26, 2007

If the Offer Period is closed prior to June 19, 2007, all subsequent dates will be moved ahead accordingly. 

 Costs excluding the Costs including the

In DKK millions Over-allotment Option Over-allotment Option

Placing and underwriting commission to the Global Coordinator 17.4  19.2 

Fixed fees to the Global Coordinator and Co-manager  1.9  1.9 
Advertising   1.5  1.5 
Printing costs   0.3  0.3 
Fees to stock exchanges   0.7  0.7
Fees to auditors and legal advisers   4.5  4.5
Other expenses   0.9  0.9
Total costs   27.2  29.0

Costs of the Offering
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Costs of the Offering

Assuming an Offer Price in the middle of the price range 
of DKK 175.5 per share, the aggregate costs to the Sell-
ing Shareholder in relation to the Offering are expected to 
amount to approximately DKK 27.2 million (or approximately 
DKK 29.0 million if the Option is exercised in full). Total pro-
ceeds to the Selling Shareholder before costs are expected to 
amount to approximately DKK 1,053 million (or approximate-
ly DKK 1,158 million if the Option is exercised in full).

The costs, which exclude sales commission to the Co-manag-
er and Faroese and Danish account-holding banks and stock 
brokers, break down are shown in the table on page 80.

In addition, the Selling Shareholder has undertaken to pay 
a sales commission of 0.45% on orders placed through the 
Co-manager, plus a sales commission of 0.25% per allocated 
Offer Share on orders placed through Faroese and Danish 
account-holding banks or stock brokers. Føroya Banki will 
not receive any sales commission in connection with the 
 Offering. 

The aggregated costs related to the Offering will be paid 
solely by the Selling Shareholder. 

Global Coordinator and Bookrunner

Handelsbanken Capital Markets (Division of Svenska Han-
delsbanken AB (publ.)) is Global Coordinator and Bookrun-
ner of the Offering and acts as Listing Advisor to the Selling 
Shareholder. 

Co-manager

Landsbanki Islands is Co-manager in the Offering and re-
sponsible for the Offering in Iceland but has not acted as list-
ing advisor to the Selling Shareholder.

Submission of orders

Offer Period

The Offer Period will commence on, and include, June 11, 
2007 and is expected to close on or about June 19, 2007 at 
4:00 p.m. Faroese time (corresponding to 5:00 p.m. CET and 
3.00 p.m. Icelandic time). The Offering will not be closed in 
full or in part before June 13, 2007 at 4:00 p.m. Faroese time 
(corresponding to 5:00 p.m. CET and 3.00 p.m. Icelandic 
time).

Orders by members of the Board of Directors, Senior 

Management and employees of Føroya Banki

Members of the Board of Directors and Senior Management 
as well as other employees of Føroya Banki may submit or-
ders in the Offering on terms equal to other investors. Such 
orders will not receive preferential treatment, however the 
Fund and the Global Coordinator will seek to give full al-
location to orders submitted by employees of the Company, 
including Senior Management, of up to 500 Shares per em-
ployee.

Orders for amounts of up to and including 

DKK 2,000,000 in total purchase price

Orders by investors for amounts of up to and including 
DKK 2,000,000 should be made during the Offering Period 
as follows: 

• Investors in the Faroe Islands should submit the 
Faroese order form enclosed in this Prospectus to his/her 
own account holding bank or stock broker.

• Investors in Iceland should fi ll out an order form on 
the internet made available on Landsbanki’s webpage 
(www.landsbanki.is). Investors will be asked to identify 
themselves using their ID No. and subsequently a pass-
word will be forwarded by email. Electronic confi rma-
tion is required for valid subscription. The confi rmation 
appears on completion of the subscription and can be 
printed.

• Investors in Denmark should submit the Danish order 
form enclosed in this Prospectus to his/her own account 
holding bank or stock broker. 

Applications are binding and cannot be altered or cancelled. 
All applications will be deemed made at the Offer Price. Ap-
plications should be made for a number of Offer Shares or 
for a total DKK amount. 

Orders by investors for amounts of more than 

DKK 2,000,000 in total purchase price

Investors who wish to order for amounts of more than DKK 
2,000,000 can indicate their interest to the Global Coordina-
tor or Landsbanki (Icelandic investors only) during the Offer 
Period. During the Offer Period, such investors can continu-
ously change or withdraw their declarations of interest but 
are bound by the order at the end of the Offer Period. Imme-
diately following the determination of the Offer Price, inves-
tors will be allocated a number of Shares at the Offer Price 
within the limits of the investor’s most recently submitted 
or adjusted declaration of interest. All applications made at a 
price equivalent to the Offer Price or higher will be settled at 
the Offer Price following allotment, if any. 
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Allocation and reduction 

In the event that the total amount of Shares applied for in 
the Offering exceeds the number of Offer Shares, reductions 
will be made as follows:

• In respect of orders by investors for amounts of up to 
and including DKK 2,000,000, reductions will be made 
pro rata relative to the total amount allocated to these 
investors. If possible, the Global Coordinator will, how-
ever, seek to give full allocation to orders up to a certain 
minimum amount to be identifi ed by the Global Coordina-
tor after consultation with the Fund following the Offer 
Period. In addition, the Fund and the Global Coordinator 
will seek to give full allocation to orders submitted by 
employees of the Company of up to 500 Shares per em-
ployee. It is expected that the basis of the allocation will 
be announced on June 20, 2007. If the Offering is closed 
before June 19, 2007, announcement of the allocation will 
be moved forward accordingly. Only one order form per 
depository account will be accepted.

• In respect of orders by investors for amounts of more 
than DKK 2,000,000, individual allocations will be made. 
The Global Coordinator will, after consultation with 
the Fund, allocate the Offer Shares to these investors. 
Among these investors, preferred allocation may be given 
to Faroese investors, however, only in respect of Offer 
Shares comprising up to 40% of the total number of Offer 
Shares and only if such allocation can take place with no 
negative impact on the Offer Price. Notwithstanding the 
aforesaid, the Global Coordinator and the Fund reserve 
the right to allocate the Offer Shares on a discretionary 
basis.

Following expiry of the Offer Period investors will receive a 
statement from VP Securities Services by mail indicating the 
number of Offer Shares allocated and the equivalent value at 
the Offer Price. In addition, investors submitting orders for 
amounts of more than DKK 2,000,000 will be notifi ed direct-
ly by the Global Coordinator before trading commences. 

Registration and payment

The Offer Shares are registered electronically with VP Securi-
ties Services. Investors that are not residents of the Faroe Is-
lands or Denmark may use a Faroese or Danish bank directly 
or their own bank’s correspondent Faroese or Danish bank 
as their account holding bank or arrange for registration and 
settlement through Clearstream or Euroclear. Settlement 
normally takes place on the third business day after the an-
nouncement of the Offer Price. Unless otherwise arranged, 
VP Securities Services or the account-holding bank or stock 
broker sends a statement to the name and address recorded 
in VP Securities Services showing the number of Shares held 
by it, which provides the holder with evidence of his/her 
rights. Payment for the Offer Shares will be required to be 
made in Danish Kroner. Payment is expected to be made on 
June 26, 2007 against registration of the Offer Shares in the 
investor’s depository account with VP Securities Services. 
Likewise, it is expected that delivery against cash payment 
for the Offer Shares pursuant to the Offering will take place 
on June 26, 2007. Such Offer Shares will be delivered on the 
Closing Date to investors’ accounts with VP Securities Serv-
ices and through the facilities of Euroclear and Clearstream.

Special information to Icelandic investors submit-

ting orders for amounts of up to and including DKK 

2,000,000

From June 20, 2007 notifi cation of allocation and payment 
instructions can be obtained from Landsbanki’s website 
(www.landsbanki.is) together with an electronic payment note 
for the allocated number of Shares. This note will be payable 
via Icelandic banks and savings banks. Payment instructions 
will not be sent to investors. Payment shall be made no later 
than on June 26, 2007 according to the payment instruc-
tions. A receipt for purchasing and payment will be sent to 
each investor when his/her payment has been received in 
the correct manner. If payment is not received on time or in 
the correct manner the debt may be collected in accordance 
with applicable Icelandic law, including penalty interest and 
other costs of collection. Instead of resorting to collection 
measures, the Global Coordinator and the Co-manager uni-
laterally reserve the right to invalidate the unpaid subscrip-
tion without warning or notice or allocate it to a third party.

Selling agents

The selling agents, from whom the Prospectus may be obtained, are:

Handelsbanken Capital Markets Landsbanki Íslands Føroya Banki 
Amaliegade 3, Box 1032 Austurstraeti 11 Húsagøta 3, Box 3048
DK-1007 Copenhagen K  155 Reykjavik FO-110 Tórshavn
Denmark  Iceland Faroe Islands
Tel. +45 33 41 86 15 Tel. +354 410 7330 Tel. +298 330 330
www.handelsbanken.com/capitalmarkets www.landsbanki.is www.foroya.fo
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Selling restrictions

General

No action has been taken or will be taken in any jurisdic-
tion by the Global Coordinator or by the Fund that, with the 
exception of the Faroe Islands, Iceland and Denmark, would 
permit a public offering of the Offer Shares, or possession or 
distribution of any offering document or any amendment or 
supplement thereto or any publicity material relating to the 
Offer Shares.

The distribution of this Prospectus and the Offering of the 
Offer Shares may, in certain jurisdictions, be restricted by 
law. This Prospectus does not constitute an offer to sell or 
an invitation by the Fund or on the Fund’s behalf or by or 
on behalf of the Global Coordinator to subscribe for or pur-
chase any of the Offer Shares in any jurisdiction in which 
such offer or invitation is not authorised or to any person 
to whom it is unlawful to make such an offer or invitation. 
The Offer Shares are subject to restrictions on transferabil-
ity and resale and may not be transferred or resold except 
as permitted under applicable securities laws. Persons into 
whose possession this Prospectus comes are required by the 
Fund and the Global Coordinator to inform themselves about 
and to observe any such restrictions. Neither the Fund nor 
the Global Coordinator accept any legal responsibility for any 
violation by any prospective purchaser of any of the Offer 
Shares, of any such restrictions.

European Economic Area

In relation to each Member State of the European Economic 
Area which has implemented Directive 2003/71/EC (the 
“Prospectus Directive”),  the Global Coordinator has repre-
sented and agreed that with effect from and including the 
date on which the Prospectus Directive is implemented in 
that Member State, except for Iceland and Denmark, it has 
not made and will not make an offer of Offer Shares to the 
public in that Member State except that it may, with effect 
from and including such date, make an offer of Offer Shares 
to the public in that Member State:

• at any time to legal entities which are authorised or regu-
lated to operate in the fi nancial markets or, if not so au-
thorised or regulated, whose corporate purpose is solely 
to invest in securities;

• at any time to any legal entity which has two or more 
of (1) an average of at least 250 employees during the 
last fi nancial year; (2) a total balance sheet of more than 
€43,000,000 and (3) an annual net turnover of more than 
€50,000,000, as shown in its last annual or consolidated 
accounts; or

• at any time in any other circumstances which do not 
require the publication by the Company of a prospectus 
pursuant to Article 3 of the Prospectus Directive.

For the purpose of the above, the expression an “offer of Of-
fer Shares to the public” in relation to any Offer Shares in 
any Member State means the communication in any form 
and by any means of suffi cient information on the terms of 
the offer and the Offer Shares to be offered so as to enable 
an investor to decide to purchase or subscribe the Offer 
Shares, as the same may be varied in that Member State by 
any measure implementing the Prospectus Directive in that 
Member State.

Certain U.K. related matters

All applicable provisions of the Financial Services and Mar-
kets Act 2000 as amended must be complied with in all 
matters relating to the Shares or the Offer Shares in, from 
or otherwise involving or having an effect in the United 
Kingdom. This Prospectus is communicated to or directed at 
persons who (i) are outside the United Kingdom or (ii) are 
persons falling within article 19(5) of the U.K. Financial Serv-
ices and Markets Act 2000 as amended (Financial Promo-
tion) Order 2005 (the “Order”) (investment professionals) 
or (iii) are persons falling within article 49(2)(a)-(d) of the 
Order (high net worth companies, unincorporated associa-
tions etc.) (all such persons together being referred to as 
“relevant persons”). This communication must not be acted 
on or relied on by persons who are not relevant persons. 
Any investment activity to which this communication relates 
is available only to relevant persons and will be engaged in 
only with relevant persons.

Certain U.S. related matters

The Offer Shares have not been and will not be registered 
under the U.S. Securities Act and are not being offered or 
sold within the United States or to U.S. persons. The Offer 
Shares are being offered outside the United States in reli-
ance on Regulation S under the U.S. Securities Act.

The Offer Shares have not been approved or disapproved by 
the U.S. Securities and Exchange Commission (the “Securi-
ties and Exchange Commission” or the “SEC”), any state 
securities commission in the United States or any other U.S. 
regulatory authority, nor have any of the foregoing authori-
ties passed upon or endorsed the merits of the Offering or 
the accuracy or adequacy of this Prospectus. Any represen-
tation to the contrary is a criminal offence in the United 
States.
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Transfer restrictions

The Offer Shares have not been and will not be registered 
under the U.S. Securities Act and may not be offered or sold 
within the United States, except pursuant to an exemption 
from, or in a transaction not subject to, the registration 
requirements of the U.S. Securities Act and applicable state 
securities laws. Each purchaser of the Offer Shares outside 
the United States pursuant to Regulation S will be deemed to 
have represented and agreed that it has received a copy of 
this Prospectus and such other information as it deems nec-
essary to make an informed investment decision and that:

• the purchaser acknowledges that the Offer Shares have 
not been and will not be registered under the U.S. Securi-
ties Act, or with any securities regulatory authority of any 
state of the United States, and are subject to signifi cant 
restrictions on transfer;

• the purchaser is, and the person, if any, for whose ac-
count or benefi t the purchaser is acquiring the Offer 
Shares, was located outside the United States at the time 
the buy order for the Offer Shares was originated and 
continues to be located outside the United States and has 
not purchased the Offer Shares for the benefi t of any per-
son in the United Sates or entered into any arrangement 
for the transfer of the Offer Shares to any person in the 
United States;

• the purchaser is aware of the restrictions on the offer 
and sale of the Offer Shares pursuant to Regulation S de-
scribed in this Prospectus;

• the Offer Shares have not been offered to it by means of 
any “directed selling efforts” as defi ned in Regulation S 
under the U.S. Securities Act; and

• the Company shall not recognise any offer, sale, pledge 
or other transfer of the Offer Shares made other than in 
compliance with the above-stated restrictions.
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Trading, settlement and clearing

Set forth below is a summary of certain information concern-

ing the Faroese, Icelandic and Danish securities market, certain 

provisions of Faroese, Icelandic and Danish law and securities 

market regulations in effect on the date hereof. Such summary 

is qualifi ed in its entirety by reference to Faroese, Icelandic and 

Danish laws and securities market regulations.

ICEX 

Trading on ICEX is conducted by authorised fi rms, consist-
ing of Icelandic banks and other domestic and international 
securities brokers. 

ICEX and the Faroese Securities Market, VMF, has entered 
into a collaboration agreement relating to the listing of 
Faroese securities on ICEX and facilitation of trading of 
Faroese securities. Faroese securities listed on ICEX have an 
“FO-” prefi x in their trading symbol and are denominated in 
Danish Kroner, but are otherwise treated in a comparable 
manner to Icelandic securities listed on ICEX.

CSE

Trading on the CSE is conducted by authorised fi rms, con-
sisting of major Danish banks and other domestic and in-
ternational securities brokers, as well as certain mortgage 
credit institutions and the Danish central bank.

The trading system

As part of the OMX Nordic Exchange, both ICEX and the CSE 
use the equity trading system: SAXESS.

SAXESS is an order-driven trading system. Bids and offers 
are automatically matched to generate trades when price, 
volume and order conditions are met. SAXESS continuously 
broadcasts every change in the market. The information is 
displayed in real time in the form of order books, market 
summaries, concluded trades, index information and reports 
of different kinds. Most of the trading occurs in the so-called 
round lot market. In order to maintain an effi cient market 
also for small orders, a specifi c odd lot market has been de-
veloped in SAXESS. With few exceptions, the odd lot market 
has the same functions as the round lot market. The two 
markets are integrated in such a way that the remaining odd 
lot portion of a larger order is automatically moved to the 
odd lot market if orders volume should fall below that of a 
round lot. Trades can also be generated between round lot 
orders and odd lot orders. 

On ICEX, the market opens at 9:45 a.m. Icelandic time with 
a pre-call, which lasts for 15 minutes. Upon its conclu-

sion, continuous trading begins of all listed securities with 
automatic matching, where transactions are automatically 
concluded if the price and size of bids and offers match. 
Continuous equity trading is conducted from 10:00 a.m. Ice-
landic time to 3:20 p.m. Icelandic time in the summer and 
4:20 p.m. Icelandic time in the winter, after which there is a 
three-minute closing call, which lasts from 3:20 to 3:23 p.m. 
Icelandic time in the summer and from 4:20 p.m. to 4:23 
p.m. Icelandic time in the winter. If exchange members con-
clude transactions in listed securities outside ICEX (manual 
trades), such trading must be reported within fi ve minutes 
of its conclusion.

On the CSE, continuous equity trading is conducted from 
9:00 a.m. to 4:50 p.m. CET, after which there is a ten-minute 
closing call, which lasts from 4:50 to 5:00 p.m.. Before the 
continuous trading begins, there is an opening call session 
for the purpose of fair opening prices. After the opening 
prices have been presented, the continuous trading begins.

Registration process

The Company’s Shares are registered as book-entries on ac-
counts maintained in the computer system of VP Securities 
Services, which acts as an electronic central record of own-
ership and as the clearing centre for all transactions. 

Faroese, Icelandic and Danish fi nancial institutions, such as 
banks (“account-holding banks”), are authorised to keep ac-
counts for each specifi c investor at VP Securities Services. 
The “account-holding bank” has the exclusive right to make 
transactions and registrations on these accounts. Registra-
tion of new shares issued is free of charge to the investor.

Shares may be registered in the name of the holder through 
the “account-holding bank”. Anonymity may be retained un-
der this system by appointing a nominee as account-holder. 

Settlement in connection with trading of the Shares on ICEX 
and the CSE will takes place on the third business day after 
effecting a sale or purchase transaction. Unless otherwise ar-
ranged, VP Securities Services or the “account-holding bank” 
sends a statement to the name and address recorded in VP 
Securities Services showing the amount of Shares held by it, 
which provides the holder with evidence of his/her rights. 
The Shares may also be settled through the clearing facilities 
of Euroclear and Clearstream.

The address of VP Securities Services is:

VP Securities Services, Helgeshøj Allé 61, Box 20, 
DK-2630 Taastrup, Denmark
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Exchange rate information and exchange controls

As part of the Kingdom of Denmark, the Faroe Islands are 
included in the Danish monetary zone using Danish Kroner 
as currency. The Danish monetary zone includes Denmark, 
Greenland and the Faroe Islands. 

Unless otherwise indicated, translations herein of fi nancial 
information into Euro have been made using the Danish Cen-
tral Bank’s market rate at December 29, 2006 of EUR 1.00 = 
DKK 7.456.

European Monetary Union And Denmark’s 
currency policy 

On January 1, 2002, the fourth stage of the European Mon-
etary Union (the “EMU”) came into effect and the currencies 
of 12 member states of the European Union (France, Ger-
many, Italy, Belgium, The Netherlands, Luxembourg, Spain, 
Portugal, Austria, Finland, Ireland and Greece) were replaced 
by the Euro. Monetary policy with respect to the Euro is 
conducted by the European Central Bank, which sets interest 
rate policy for and manages the foreign reserves of the Euro 
states.

Denmark, Sweden, the UK and, apart from Slovenia, the 13 
states that joined the European Union on May 1, 2004 and 
Januar 1, 2007 have not adopted the Euro, although they may 
do so in the future.

Under a European Council resolution of June 1997 concerning 
the third stage of the EMU, a new Exchange Rate Mechanism 
(“ERM II”) was set up with effect from January 1, 1999, re-
placing the former European Monetary System. ERM II links 
currencies of the member states of the European Union out-
side the Euro area to the Euro. At a meeting of the council 

of fi nance ministers of the member states of the European 
Union on September 26, 1998 it was agreed that Denmark 
would participate in ERM II from January 1, 1999 with a nar-
row fl uctuation band of +/-2.25 per cent. to the central rate 
of DKK 7.46038 per EUR 1 (the “Central Rate”). Participation 
in ERM II means that the Danish Central Bank is required 
to intervene if the Danish Kroner rate reaches the upper or 
lower limit of the fl uctuation band and the Danish Central 
Bank may for that purpose call on the assistance of the Eu-
ropean Central Bank.

Exchange control regulation in the Faroe 
Islands, Iceland and Denmark 

There are no governmental laws, decrees, or regulations in 
the Faroe Islands or Denmark that restrict the export or im-
port of capital (except for certain investments in areas such 
as Iraq in accordance with applicable resolutions adopted 
by the United Nations and the European Union), including, 
but not limited to, foreign exchange controls, or that affect 
the remittance of dividend, interest or other payments to 
non-resident holders of the Offer Shares. As a measure to 
prevent money laundering and fi nancing of terrorism, per-
sons travelling in and out of the Faroe Islands and Denmark 
carrying amounts of money etc. (including, but not limited 
to, cash and travellers checks) worth the equivalent of EUR 
15,000 or more must declare such amounts with the cus-
toms authority when travelling in or out of the Faroe Islands 
or Denmark. Furthermore, Icelandic laws, decrees or regula-
tions do not restrict the export or import of capital in or out 
of Iceland, except in extreme cases such as where such ex-
port or import of capital is deemed to cause an instability in 
the monetary and currency exchange market in Iceland.
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General information 

Corporate information

Name and secondary names

The name of the Company is P/F Føroya Banki. The Company 
has also registered, but does not operate under, the second-
ary names P/F Norðoya Banki (P/F Føroya Banki) and P/F 
Sjovinnubankin (P/F Føroya Banki).

Incorporation and registered offi ce

The Company was incorporated with limited liability in the 
Faroe Islands on February 2, 1906. The Company’s registered 
offi ce is Húsagøta 3, Postbox 3048, FO-110 Tórshavn, Faroe 
Islands, tel. +298 330 330.

Registration number

The Company’s registration number with the Faroese Com-
panies Registration is 10.

Financial year and reporting

The Company’s fi nancial year is the calendar year and fi nan-
cial reporting will occur on a quarterly basis.

Register of shareholders 

Føroya Banki keeps the register of shareholders. In addition 
the Shares are registered electronically with VP Securities 
Services.

Object of the Company

The Company’s object, as set out in Article 3 of the articles 
of association, is to carry on banking business and other ac-
tivities under the Danish Financial Business Act.

General meetings

The Company’s most recent annual general meeting was 
held on March 19, 2007. The most recent extraordinary gen-
eral meeting was held on 23 November, 2006.

Notifi cation and publication requirements

According to the Faroese Public Companies Act, notices to 
its shareholders are validly made by the Company sending a 
written notice to each shareholder registered in the register 
of shareholders that has so requested. Further, notice will be 
given by publication in a national Faroese daily newspaper 
and, after being admitted to trading, through the Company 
News Service system provided by the OMX Nordic Exchange.

Auditors to Føroya Banki

The Company’s auditors are Finnbjørn Zachariasen and 
Jákupa Mikkelsen at SPEKT, Staravegur 17, FO-100 Tórshavn, 
Faroe Islands, and Klaus Rasmussen and Ole Guldborg 
Nielsen at Rasmussen & Weihe, Á Glaðsheyggi, FO-100 Tór-
shavn, Faroe Islands. 

The Company’s fi nancial statements as of December 31, 
2004, 2005 and 2006 and for the year then ended included 
in this Prospectus, were jointly audited by SPEKT and Ras-
mussen & Weihe, as stated in their reports herein. Prior 
to joining the Senior Management of Føroya Banki, Mr. 
Súni Schwartz Jacobsen acted as the Company’s auditor, 
representing SPEKT. Mr. Jacobsen was replaced by Jákupa 
Mikkelsen as the Company’s auditor. 
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Additional information

The Prospectus has been approved by ICEX on behalf of the 
Icelandic Financial Supervisory Authority on May 31, 2007.

In connection with the Offering, the Global Coordinator or 
any of its affi liates acting as an investor for its own account 
may purchase the Offer Shares in the Offering and in that 
capacity may retain, purchase or sell for its own account 
such securities and any securities of the Company or related 
investments and may offer or sell such securities or other 
investments other than in connection with the Offering. Ac-
cordingly, references in this document to the Offer Shares 
being offered or placed should be read as including any of-
fering or placement of securities to the Global Coordinator 
or any of its respective affi liates acting in such capacity. The 
Global Coordinator does not intend to disclose the extent of 
any such investment or transactions other than in accord-
ance with any legal or regulatory obligation. 

In connection with the Offering, the Global Coordinator may 
over-allot or effect transactions with a view to supporting 
the market price of the Shares at a level higher than that 
which might otherwise prevail for 30 days after the fi rst 
day of trading. However, the Global Coordinator will have 
no obligation to do so. Such transactions may be effected on 
ICEX or the CSE. Such stabilising, if commenced, may be dis-
continued at any time and must be brought to an end after 
30 days. See “Sale of Shares – price stabilisation and short 
positions”. 

Forward-looking statements

Certain statements in this Prospectus, including certain 
statements set forth under the headings “Summary,” “Risk 
factors,” “Dividend and dividend policy”, “Operating and 
fi nancial review and prospects” and “Description of the 
Company” are based on the beliefs of the Company’s Senior 
Management, as well as assumptions made by and informa-
tion currently available to the Company’s Senior Manage-
ment, and such statements may constitute forward-looking 
statements. These forward-looking statements (other than 
statements of historical fact) regarding the Company’s fu-
ture results of operations, fi nancial condition, cash fl ows, 
business strategy, plans and objectives of the Company’s 
Senior Management for future operations can generally be 
identifi ed by terminology such as “targets,” “believes,” “esti-
mates,” “expects,” “aims,” “intends,” “plans,” “seeks,” “will,” 
“may,” “anticipates,” “would,” “could,” “continues” or similar 
expressions or the negatives thereof. 

Such forward-looking statements are based on known and 
unknown risks, uncertainties and other important factors 
that could cause the actual results, performance or achieve-
ments of the Company, or industry results, to differ materi-
ally from any future results, performance or achievements 
expressed or implied by such forward looking statements. 

Such risks, uncertainties and other important factors in-
clude, among others: 

• general economic and business conditions; 

• credit risk;

• market risk;

• operational risks;

• risk management;

• competition;

• non-fulfi llment of business strategy;

• availability, terms and deployment of capital;

• availability of qualifi ed personnel; 

• changes in, or the failure or inability to comply with gov-
ernment regulation or other factors referenced in this 
Prospectus; 

• the absence of a prior public market for the Shares; 

and other factors discussed herein including the factors 
discussed under “Risk factors”. Should one or more of these 
risks or uncertainties materialise, or should any underlying 
assumptions prove to be incorrect, the Company’s actual fi -
nancial condition or results of operations could differ mate-
rially from that described herein as anticipated, believed, es-
timated or expected. The forward-looking statements in this 
Prospectus speak only as at the date of this Prospectus and 
the Company undertakes no obligation to publicly update or 
revise any forward-looking statements, whether as a result 
of new information, future events or otherwise. However, 
changes to the information in this Prospectus during the pe-
riod from the date of approval to the fi rst day of trading will 
be published pursuant to applicable rules.

Available information

Copies of the following documents may be inspected during 
usual business hours on any day (Saturdays, Sundays and 
public holidays excepted) at the Company’s registered offi ce, 
Húsagøta 3, FO-110 Tórshavn, Faroe Islands, during the pe-
riod in which this Prospectus is valid:

• the articles of association;

• the annual reports including the audited accounts of the 
Company for each of the fi nancial years ended Decem-
ber 31, 2004, 2005 and 2006 prepared in accordance with 
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generally accepted accounting principles on the Faroe 
 Islands (“Faroese GAAP”);

• the audited cash fl ow statements for the Company for 
each of the fi nancial years ended December 31, 2004, 
2005 and 2006 prepared in accordance Faroese GAAP;

• the quarterly report including the unaudited and unre-
viewed accounts of the Company for the quarter ended 
March 31, 2007 (with comparison to the quarter ended 
March 31, 2006) prepared in accordance with Faroese 
GAAP;

• the unaudited and unreviewed cash fl ow statements of 
the Company for the quarter ended March 31, 2007 (with 
comparison to the quarter ended March 31, 2006) pre-
pared in accordance with Faroese GAAP;

• the report provided by SPEKT and Rasmussen & Weihe, 
Føroya Banki’s independent auditors, on examination of 
the prospective fi nancial information for 2007 for Føroya 
Banki; and

• this Prospectus.

The abovementioned documents may also be viewed on the 
Company’s website, www.foroya.fo.

In accordance with Faroese company law, the Company’s 
accounts, including the annual report and the auditors’ 
statement contained therein, and the Company’s articles 
of association are also available from the Faroese Company 
Registration Offi ce. The Faroese Public Companies Act re-
quires the Company to make its annual accounts and its 
annual report, including the auditors’ statement, available to 
its shareholders at its registered offi ce eight days before the 
annual general meeting. At the same time, the Company is 
required to send these documents to registered shareholders 
who have so requested.

For the avoidance of doubt, it is always the original Faroese 
version of corporate documents and Faroese legislation 
referred to herein that prevails. Accordingly, any English, 
Danish or Icelandic translation of such documents or the ref-
erence herein to any part of such documents, is for informa-
tion purposes only. 

Presentation of fi nancial and certain other 
information

The fi nancial information included in this Prospectus con-
sists of audited fi nancial information as of December 31, 
2004, 2005 and 2006 and for the years ended Decem-
ber 31, 2004, 2005 and 2006 prepared in accordance with 
Faroese GAAP. Further, in accordance with Faroese GAAP, 

the Company’s fi nancial statements for the years ended De-
cember 31, 2004, 2005 and 2006 did not include cash fl ow 
statements. For the purpose of this Prospectus such cash 
fl ow statements have been prepared and audited and are 
included. 

In addition, the Prospectus includes unaudited and unre-
viewed fi nancial information as of March 31, 2006 and 2007 
and for the three-month periods ended March 31, 2006 and 
2007 prepared in accordance with Faroese GAAP.

Financial information set forth in a number of tables in 
this Prospectus has been rounded. Accordingly, in certain 
instances, the sum of the numbers in a column or row 
may not conform exactly to the total fi gure given for that 
column or row. In addition, certain percentages presented 
in the tables in this Prospectus refl ect calculations based 
upon the underlying information prior to rounding and may 
therefore not conform exactly to the percentages that would 
be derived if the relevant calculations were based upon the 
rounded numbers.

Føroya Banki will adopt IFRS for the fi rst time in its fi nancial 
statements for the year ending December 31, 2008, which 
will include comparative fi nancial statements for the year 
ending December 31, 2007. IFRS 1 “First Time Adoption of 
International Financial Reporting Standards” (“IFRS 1”) re-
quires that the Company develops accounting policies based 
on the standards and related interpretations that are effec-
tive on December 31, 2007. IFRS 1 also requires that those 
policies be applied to the opening IFRS balance sheet as of 
January 1, 2007 and the IFRS fi nancial statements for the 
two years ending December 31, 2007 and 2008, respectively.

As used herein, references to (i) “Danish Kroner” or “DKK” 
are to the currency of the Kingdom of Denmark, and refer-
ences to (ii) “Euro”, “EUR” or “€” are to the single currency 
introduced at the start of the Third Stage of the European 
Economic and Monetary Union pursuant to the Treaty Estab-
lishing the European Community. 

Unless otherwise stated, translations herein of fi nancial 
information into Euro have been made using the Danish 
Central Bank’s market rate at December 29, 2006 of EUR 
1.00 = DKK 7.456. Such translations should not be construed 
as representations that the Danish Kroner amounts actually 
represent such Euro amounts or could be converted into 
Euro at the rates stated or at any other rate. See “Exchange 
rate information and exchange controls” for certain histori-
cal information regarding fl uctuations between Danish Kro-
ner and Euro.
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Market and industry information

This Prospectus contains information about the market 
share, market position, industry and macro economic data 
for the operating areas of the Company, its business units 
and the markets in which it operates. Unless otherwise stat-
ed, the statistical, macro economic and market information 
relating to such information segments is based on statistics 
prepared by the Faroese Governmental Bank (Landsbanki 
Føroya) and Statistics Faroe Islands (Hagstova Føroya). Such 
information has been accurately reproduced and as far as 
the Company is aware and is able to ascertain from such 
information, no facts have been omitted which would render 
the information provided inaccurate or misleading. Statis-
tical, macro economic and market publications generally 
state that the information they contain has been obtained 

Financial calendar

The following sets forth the Company’s planned fi nancial reporting calendar for the next twelve months:

• Financial Statements for the six months ended June 30, 2007  ...............................................................   August 13, 2007
• Financial Statements for the nine months ended September 30, 2007  ..................................................   November 5, 2007
• Financial Statements for the year ended December 31, 2007  .................................................................   February 18, 2008

The Company’s next Annual General Meeting is scheduled for March 13, 2008.

from sources believed to be reliable, but the accuracy and 
completeness of such information is not guaranteed. The 
Company has not independently verifi ed and cannot give any 
assurance as to the accuracy of statistical, macro economic 
and market data and forecasts contained in this Prospectus 
that were taken or derived from such sources. Føroya Banki, 
however, accepts responsibility for the correct reproduction 
of this information. In addition, in many cases, Føroya Banki 
has made statements in this Prospectus regarding the Com-
pany’s markets and its position in these markets based on 
its experience and the Company’s own evaluation of market 
conditions. Føroya Banki cannot assure that any of these as-
sumptions are accurate or correctly refl ects its position in 
the market, and none of the Company’s internal information 
has been verifi ed by independent sources.
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Issuer’s statement 

Having taken all reasonable care to ensure that such is the case, the information contained in this Prospectus is, to the best 
of our knowledge, in accordance with the facts and contains no omission likely to affect its import.

Tórshavn, May 31, 2007

P/F Føroya Banki
Húsagøta 3
FO-110 Tórshavn
Faroe Islands

The Board of Directors:

Jóhan Páll Joensen Jens Erik Christensen Graham Duncan Stewart
Chairman Deputy chairman Board member          

Eyðhild Skaalum Sigmar Brynjolfson Jacobsen Olav Enomoto
Board member Board member (employee repr.) Board member (employee repr.)

The Senior Management:

Janus Eyðun Petersen  Súni Schwartz Jacobsen                    
Chief executive offi cer Managing director
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Auditors’ statement

SPEKT Statsautoriseret Revisionsanpartsselskab, Staravegur 17, FO-100 Tórshavn, Faroe Islands and Rasmussen & Weihe Stats-
autoriseret Revisionsaktieselskab, Á Glaðsheyggi, FO-100 Tórshavn, Faroe Islands hereby declare that we have audited and 
expressed an opinion on the fi nancial statements of the Company for the fi nancial years ended December 31, 2004, 2005 and 
2006 prepared in accordance with Faroese GAAP and that these statements give a true and fair view of the fi nancial position 
of the Company as of December 31, 2004, 2005 and 2006, as applicable, and of the results of the Company’s operations for 
the years then ended. 

We have audited the Company’s cash fl ow statements for the fi nancial years ended December 31, 2004, 2005 and 2006. The 
cash fl ow statements were initially not a part of the fi nancial statements for the years 2004, 2005 and 2006. The cash fl ow 
statements for the fi nancial years ended December 31, 2004, 2005 and 2006 give a true and fair view of the Company’s cash 
fl ows for the years then ended.  

We confi rm that all information in this Prospectus regarding the abovementioned fi nancial statements and cash fl ow state-
ments are consistent with the said statements. 

Furthermore, we confi rm that the accompanying fi nancial statements and notes as of and for the periods ended December 
31, 2004, 2005 and 2006 are derived from and mirrors entirely the published Annual Reports.

Financial statements of the Company for the three-months periods ended March 31, 2006 and 2007, have not been audited or 
reviewed.

Tórshavn, May 31, 2007

SPEKT
Statsaut. revisorar Sp/f:

Finnbjørn Zachariasen Jákupa Mikkelsen
State Authorised Public Accountant MSc in Business Administration and Auditing

Rasmussen & Weihe, P/F
Statsaut. grannskoðarafelag:

Klaus Rasmussen Ole Guldborg Nielsen
State Authorised Public Accountant MSc in Business Administration and Auditing
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The Global Coordinator has been the Listing Advisor to the Fund in the preparation of this Prospectus. Having taken all 
 reasonable care to ensure that such is the case, the information contained in this Prospectus is, to the best of our knowledge, 
in accordance with the facts and contains no omission likely to affect its import.

Copenhagen, May 31, 2007

Handelsbanken Capital Markets (Division of Svenska Handelsbanken AB (publ.))
Amaliegade 3
DK-1007 Copenhagen K
Denmark 

Listing Advisor’s statement
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Having taken all reasonable care to ensure that such is the case, the information contained in this Prospectus is, to the best 
of our knowledge, in accordance with the facts and contains no omission likely to affect its import.

Tórshavn, May 31, 2007

Figgingargrunnurin frá 1992
Niels Finsensgøta 37
FO-110 Tórshavn
Faroe Islands

The Board of Directors:

Eyðun á Rógvi Nils Sørensen Eyðhild Skaalum
Chairman  Board member Board member          

Eyðfi nn Færø Hildur Gunnarsdóttir                  
Board member Board member                     

Selling Shareholder’s statement 
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Certain defi ned terms

The following terms used in this Prospectus have the meaning assigned to them below:

“Bakkafrost” Føroya Banki’s associated company P/F Bakkafrost Holding. 

“Bank” P/F Føroya Banki.

“Board of Directors” The Company’s board of directors.

“Clearstream” Clearstream Banking S.A.

“Closing date” The settlement date on which payment and delivery of the Shares takes place.

“Company” P/F Føroya Banki.

“CSE” Copenhagen Stock Exchange A/S.

“Elektron” Føroya Banki’s associated company P/F Elektron. 

“Euroclear” The Euroclear System operated by the Euroclear Bank S.A./N.V.

“Executive order 104/2001 on  Executive order 104/2001 on Financial Reporting etc. by Financial Institutions,
Financial Reporting etc.” Savings Businesses and Certain Credit Institutions.

“Faroese Act on Financial Businesses” The Danish Act on fi nancial businesses, act no. 286/2006 as amended, enacted 
in the Faroe Islands by Royal Decree no. 86/2006.

“Faroese GAAP” Generally accepted accounting principles in the Faroe Islands in effect at the 
relevant time.

“Faroese Insurance Services Act” Løgtingslóg no. 3/1996 um tryggingarvirksemi as amended by Løgtingslóg nr. 
55/2006.

“Faroese Public Companies Act” Act no. 370/ 1973 on public limited liability companies as amended, enacted in 
the Faroe Islands by Royal Decree no. 250/1993.

“Faroese Securities Market” Virðisbrævamarknaður Føroya P/F, abbreviated VMF. On March 14, 2004 the 
Iceland Stock Exchange and the Faroese Securities Market entered into a col-
laboration agreement relating to the listing of Faroese securities on ICEX (VMF 
Market on ICEX) and facilitation of trading of Faroese securities.

“Faroese Securities Trading Act” Securities Trading Act etc. as enacted in Faroe Islands by Royal Decree no. 
87/2006.

“FB Holding” Føroya Banki’s subsidiary P/F FB Holding.

“FTEs” Full-time equivalent employees.

“Fund” See “Selling Shareholder”.

“Global Coordinator” Handelsbanken Capital Markets (division of Svenska Handelsbanken AB (publ)).

“Home Rule Act of 1948” Act no. 137/1948 on the Faroese Home Rule promulgated by the Faroe county 
on 31 March 1948.
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“ICEX” The Iceland Stock Exchange.

“IFRS” International Financial Reporting Standards, approved by the International Ac-
counting Standards Board. 

“International Offering” The international offering of Offer Shares by the Selling Shareholder to institu-
tional investors outside the United States in reliance upon Regulation S.

“Listing Advisor” Handelsbanken Capital Markets (division of Svenska Handelsbanken AB (publ)).

“Lock-up” Lock-up undertakings provided by the Fund and the Company to the Global 
 Coordinator.

“Løkir” Føroya Banki’s associated company P/F Løkir.

“Offer Price” The fi nal Offer Price per Offer Share.

“Offer Price Range” The indicative price at which the Shares are offered being DKK 162 to DKK 189.

“Offer Shares” 6,000,000 shares of the Company to be offered by the Selling Shareholder 
 in the Public Offering and the International Offering. The term also refers to 

any Option Shares purchased pursuant to the Over-allotment Option (see defi -
nitions below).

“Offering” The offering of the Offer Shares.

“Option Shares” 600,000 shares of the Company made available to the Global Coordinator 
 pursuant to the Over-allotment Option.

“Over-allotment Option” The granting by the Selling Shareholder to the Global Coordinator of an option, 
exercisable for 30 days from the commencement of trading of the Shares on 
ICEX and the CSE to procure purchasers for, or to purchase themselves, up to 
600,000 additional Shares at the Offer Price solely to cover over-allotments.

“Prospectus Directive” Directive 2003/71/EC on the prospectus to be published when securities are 
 offered to the public or admitted to trading.

“Public Offering” The offering of Offer Shares by the Selling Shareholder to retail and 
 institutional investors in the Faroe Islands, Iceland and Denmark.

“Regulation S” Rules governing offers and sales made outside the United States without 
 registration under the U.S. Securities Act.

“Selling Shareholder” The Financing Fund of 1992 (Figgingargrunnurin frá 1992).

“Senior Management” The Company’s CEO Janus Eyðun Petersen and Managing Director Súni 
Schwartz Jacobsen.

“Shares” The shares in the Company including the Offer Shares.

“SMEs” Small and medium-sized enterprises.

“Skyn” Føroya Banki’s subsidiary P/F Skyn.
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“Trygd” Føroya Banki’s subsidiary P/F Trygd. 

“Underwriting Agreement” Underwriting agreement to be entered into on June 20, 2007 agreed between 
the Fund and the Global Coordinator.

“U.S. Securities Act” The United States Securities Act of 1933 as amended.

“Vestlax” Føroya Banki’s subsidiary P/F Vestlax. 

“VMF Market on ICEX” See “Faroese Securities Market”.

“VP Securities Services” VP Securities Services A/S, the Danish central for clearing and settlement of 
securities.
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Introduction to fi nancial statements

Faroese GAAP Financial Statements

The following sections include fi nancial statements for 2004, 2005 and 2006 and for the three-month periods ended March 
31, 2006 and 2007 prepared in accordance with generally accepted accounting principles in the Faroe Islands (Faroese GAAP).

The accompanying fi nancial statements and notes as of and for the periods ended December 31, 2004, 2005 and 2006 are 
derived from and mirrors entirely the published Annual Reports. The published Annual Reports include a management report 
which is not included in this Prospectus. 



F-3Føroya Banki

Statement by Board of Directors and Senior Management

Financial statements for 2004, 2005 and 2006 and for 
the three-month periods ended March 31, 2006 and 2007 

The Board of Directors and the Senior Management have considered and the Board of Directors has adopted the Annual Re-
ports for 2004, 2005 and 2006 for the Company on February 18, 2005, March 8, 2006 and February 16, 2007, respectively. 
In addition, the Board of Directors and the Senior Management have considered and the Board of Directors has adopted the 
interim report for the three-month period ended March 31, 2007 (with comparison to the quarter ended March 31, 2006) for 
the Company on May 7, 2007. 

Furthermore, the Board of Directors and the Senior Management have considered and the Board of Directors has adopted 
the cash fl ow statements for the Company for the years 2004, 2005 and 2006 as well as for the three-month periods ended 
March 31, 2007 and March 31, 2006. 

The fi nancial statements for the Company for the years 2004, 2005 and 2006 and for the three-month periods ended March 
31, 2006 and 2007 prepared in accordance with generally accepted accounting principles in the Faroe Islands (Faroese GAAP) 
included in this Prospectus are made in accordance with the requirements of Danish FSA and applicable Faroese law and are 
- with the exception of the cash fl ow statements - derived from the published Annual Reports and interim report.

We consider the accounting policies adopted to be appropriate to the effect that the fi nancial statements give a true and fair 
view of the Company’s assets and liabilities, fi nancial position, results of operations and cash fl ows.
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Accounting policies

The fi nancial statements of Føroya Banki have been prepared in accordance with the Royal Decree and with the executive or-
der and guidelines of the Danish FSA on presentation of fi nancial statements by banks.
 
The accounting policies applied in 2004, 2005 and 2006 as well as in the three-month periods ended March 31, 2006 and 
2007 are identical.

All income and expenses are accrued and included in the income statement only at the amounts relevant to the fi nancial 
year.

Consolidated Financial Statements

Consolidated accounts have not been prepared, see “Operating and fi nancial review and prospects - Critical accounting prin-
ciples and accounting assumptions and estimates”. 

Interest and commission

Interest income and interest expenses and current commissions are accrued. Interest receivable and payable are carried 
in the balance sheet under Other assets / Other liabilities to the extent that they have not been added to the respective ac-
counts. Dividends are booked at the time of payment. Fees and one-off commission are booked on an ongoing basis.  

Foreign currency

Assets and liabilities in foreign currency are booked at the exchange rates prevailing at the balance sheet date. Forward ex-
change transactions are booked at the forward rate on 31 December. 

Bonds, shares and mortgages

Listed securities are booked at the offi cially listed exchange rates prevailing at the balance sheet date. Unlisted securities are 
included at their estimated value.

Loans, guarantees and amounts due from credit institutions

The Bank’s loans and guarantees are subject to evaluation to identify risks of losses. Doubtful debts are written off and provi-
sions are made against risk claims. Fixed-rate amounts due to the Bank are stated at their current outstanding amounts or 
the market value at the balance sheet date, whichever is lower. Value adjustment of fi xed-rate loans and advances is incorpo-
rated in the income statement.

Investments in group enterprises and associates

Investments in group enterprises and associates are recognised in the fi nancial statements’ balance sheet by use of the eq-
uity method. However, companies acquired with a fi nancial restructuring as an objective, are recognised in the balance sheet 
at cost.

Tangible assets

Land and buildings are stated at cost or market value, subject to a specifi c, individual assessment. From and including the fi -
nancial year 1996, systematic depreciation has been provided for the Bank’s buildings used for commercial purposes. 

Machinery and equipment are stated at cost less depreciation. Depreciation is provided on a straight-line basis, based on the 
estimated useful lives of the assets.

The estimated useful lives are: 
Buildings 20 to 30 years. 
Machinery and equipment 3 to 5 years.

Acquisitions below DKK 20,000 are written off immediately.
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Financial instruments

Forward exchange transactions and options used for hedging purposes are stated at the market value at the end of the fi nan-
cial year. The transactions are included in the income statement under the item Value adjustment of other fi nancial instru-
ments and are booked in the balance sheet under the related assets or under Other assets / Other liabilities. 

Interest rate swaps used to hedge interest rate risks are not value adjusted, they are mentioned in the notes only. 

Interest on interest rate swaps is accrued and included as a net interest amount under other interest income in the income 
statement and in the item Other assets / Other liabilities in the balance sheet.

Genuine sale and repurchase transactions are included in the item Due to other credit institutions.

Other assets

This entry, comprising interest due, positive market value of fi nancial instruments and deposits, among other things, is 
booked at nominal value.

Prepayments

This entry, comprising mainly prepaid payroll costs, is booked at nominal value.

Due to credit institutions and central banks

Amounts due are included at nominal value.

Deposits

All deposits are included at nominal value.

Tax

The tax calculated on the taxable profi t for the year is expensed in the income statement along with the year’s change in pro-
visions for deferred tax. 

Provisions are made for tax assets, respectively deferred tax, at the going tax rate of the difference between the values for 
tax and for accounting purposes.
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Income statement 
 

   
Note DKK 1,000     Q1 2006 Q1 2007

   
1 Interest income, etc.     74,215 105,270
2 Interest expenses, etc.     16,324 36,290
 Net interest income     57,891 68,980

   
3 Dividends from shares and other investments    167 97
 Fee and commission income, etc.     6,420 10,003
 Fees and commissions paid     80 66
 Net interest and fee income     64,398 79,013

 Value adjustments of securities and foreign exchange, etc.   -4,064 12,672
 Other operating income     -398 -1,168
 Results from net fi nancials     59,936 90,517

4 Employee and administrative expenses     33,468 44,626
 Amortisation, depreciation and writedowns    1,365 2,583
 Other operating expenses     0 8
5 Provisions for bad and doubtful debts (net)    -2,761 -5,172
 Income from groups and associates     2,109 5,292
 Profi t from ordinary activities before tax    29,973 53,764

   
6 Tax     5,447 9,766
   
 Net profi t for the fi rst quarter     24,526 43,998

Unaudited and unreviewed fi nancial statements for the 

three-month periods ended March 31, 2006 and 2007
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Balance sheet at 31 March 
 

   
Note DKK 1,000     Q1 2006 Q1 2007

   
 Assets  

 Cash in hand and demand deposits with central banks    71,281 45,034
7 Due from credit institutions, etc.     296,510 148,172
 Loans and advances     4,364,074 5,803,633
8 Bonds, etc.     1,441,667 772,975
9 Shares, etc.     117,156 136,802
 Investments in associates     4,713 34,399
 Investments in group enterprises     124,467 112,919
 Tangible assets     60,161 62,526
 Other assets     22,765 26,881
 Prepayments     6,213 6,736
 Total assets     6,509,007 7,150,077

   
 Liabilities and equity  

 Due to credit institutions and central banks    99,987 841,717
 Deposits     5,213,885 4,908,917
 Other liabilities     81,085 106,929
 Deferred income     0 0
 Provisions for obligations     3,414 2,998

 Equity  

 Share capital     200,000 200,000
 Reserves     10,912 2,839
 Result for the fi rst three months     24,526 43,998
 Brought forward from prior years     875,197 1,042,680
 Total equity     1,110,636 1,289,517

   
 Total liabilities and equity     6,509,007 7,150,077

   
   
 Off-balance-sheet items  

10 Guarantees, etc.     233,407 363,634
 Other commitments     0 0
   
 Total     233,407 363,634
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Cash fl ow statement 
 

   
DKK 1,000     Q1 2006 Q1 2007

   
Net profi t for the year     24,526 43,998
Provisions for poor and doubtful debts     -2,761 -4,111
Amortisation and depreciation of tangible and intangible assets   1,365 2,583
Value adjustments, bonds     5,761 -15,309
Value adjustments, shares     -1,117 8,408
Result from investments in group enterprises     -2,109 -5,292
Result from associates     0 0
Tax charged to the income statement     5,447 9,766
Paid tax     -5,395 -9,677
Earnings     25,716 30,367

Change in loans     -289,857 -391,403
Change in deposits     707,353 262,186
Due to credit institutions and central banks     -13,512 -401,349
Change in other assets     20,796 30,234
Provisions for commitments     -142 -101
Prepayments     -996 -719
Change in other liabilities     -583,305 32,379
Cash fl ow from operating activities     -133,947 -438,406

Acquisition of tangible and intangible assets     -755 -4,375
Sale of tangible and intangible assets     1,717 28
Aquisition of investments in group enterprises     0 0
Sale of investments in group enterprises     0 6,415
Aquisition of associates     0 0
Cash fl ow from investing activities     962 2,068

Change in holding of bonds     355,500 106,453
Change in holding of shares     -32,733 -10,397
Dividends paid     0 0
Cash fl ow from fi nancing activities     322,767 96,056

Cash fl ow for the year     189,781 -340,282

Cash in hand and demand deposits with central banks, and due on demand 
at the beginning of the period     178,010 533,489
Cash in hand and demand deposits and due on demand with central banks 
at the end of the period     367,792 193,207
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Notes 
 

   
Note DKK 1,000     Q1 2006 Q1 2007

   
1 Interest income and premiums on forwards  

 Credit institutions and central banks 678 2,745
 Loans and advances 59,965 95,519
 Bonds 14,172 7,366
 Total derivatives -601 -359
   Currency contracts 23 0
   Interest rate contracts -626 -370
   Other transactions 1 11
 Total interest income 74,215 105,270
   
2 Interest expenses  

 Credit institutions and central banks 89 9,883
 Deposits 16,235 26,407
 Total interest expenses 16,324 36,290
   
 Of which interest expenses on genuine sale and repurchase transactions are carried under:  
 Credit institutions and central banks 86 0
   
3 Dividends from  

 Shares 167 97
 Total 167 97
   
4 Employee and administrative expenses  

 Executive Board 679 788
 Board of Directors 159 327
 Total 838 1,115
   
 Staff costs:  
 Salaries 16,187 17,900
 Pensions 1,475 1,620
 Social security expences 1,261 1,529
 Total 18,924 21,048
 Other administrative expenses 13,706 22,462
 Total staff costs and administrative expenses 33,468 44,626
   
5 Write offs and provisions for bad debts (net)  

 Adjustments in provisions -2,762 -4,115
 Written off but not provided 9 4
 Paid in for previously written off provisions -8 -1,061
 Total -2,761 -5,172
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Notes 
 

   
Note DKK 1,000     Q1 2006 Q1 2007

   
6 Tax  

 Estimated tax on the profi t for the period 5,079 9,716
 Adjustment of tax assets 368 50
 Adjustment of prior year tax charge 0 0
 Total 5,447 9,766
   
 Breakdown of tax liability:  

 Estimated tax (18%) on profi t from ordinary activities before tax 5,395 9,677
 Tax value of non-taxable income -473 -69
 Tax value of non-deductible expenses 156 108
 Tax value of tax loss carry-forwards 0 0
 Adjustment of tax assets 368 50
 Adjustment of prior year tax charge 0 0
 Tax charged to the income statement 5,447 9,766
   
 Effective tax rate (tax charged to the income statement relative to profi t (loss) 
 from ordinary activities before tax) 18.2% 18.2%
   
7 Due from credit institutions and central banks  

 Deposits at notice with central banks 0 0
 Due from credit institutions 296,510 148,172
 Total 296,510 148,172
   
 Accumulated provisions  

 Provisions end of period against loans, advances and guarantees 368,586 297,185
 Provisions against amounts due from credit institutions and other items involving 
 a credit risk as of 31 March 0 0
 Total accumulated provisions 368,586 297,185
   
 Accumulated provisions against loans, advances and guarantees as a percentage 
 of loans, advances and guarantees as of 31 March 7.4 4.6
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Notes 
 

   
Note DKK 1,000     Q1 2006 Q1 2007

   
8 Bonds  

 Listed 1,441,667 772,975
 Total 1,441,667 772,975
   
 In 26 march the Bank, has deposited bonds at a total market value of DKK 137 mill. 
 with Danmarks Nationalbank (central bank) in connection with clearing.  
   
9 Shares  

 Listed shares 93,784 117,946
 Other shares 23,372 18,856
 Total 117,156 136,802
   
10 Off-balance-sheet items  

 Guarantees, etc.  
 Financial guarantees 11,883 11,574
 Other guarantees 221,524 352,060
 Total guarantees, etc. 233,407 363,634
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Auditors’ statements for 2004, 2005 and 2006

Auditors’ statement for 2004

We have audited the fi nancial statements of P/F Føroya Banki for the fi nancial year 2004, presented by the Executive Board 
and Board of Directors. 

Basis of opinion 

We planned and conducted our audit in accordance with generally accepted auditing standards to obtain reasonable assur-
ance that the fi nancial statements are free of material misstatement or errors. Based on an assessment of materiality and 
risk, we tested, during the audit, the basis and documentation for the amounts and other disclosures of the fi nancial state-
ments. We also assessed the accounting policies applied and the estimates made by the Executive Board and Board of Direc-
tors and we evaluated the overall presentation of the fi nancial information included in the fi nancial statements. 

Our audit did not result in any qualifi cation.  

Opinion

In our opinion, the fi nancial statements have been prepared in accordance with statutory accounting provisions and give a 
true and fair view of the Bank’s assets and liabilities, fi nancial position and net profi t.

Tórshavn, February 18, 2005

SPEKT
Statsaut. revisorar Sp/f:

Finnbjørn Zachariasen Súni Schwartz Jacobsen
State Authorised Public Accountant       State Authorised Public Accountant      

Rasmussen & Weihe, P/F
Statsaut. grannskoðarafelag:

Klaus Rasmussen Ole Guldborg Nielsen
State Authorised Public Accountant       MSc in Business Administration and Auditing
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Auditors’ statement for 2005

We have audited the fi nancial statements of P/F Føroya Banki for the fi nancial year 2005, presented by the Executive Board 
and Board of Directors. 

Basis of opinion 

We planned and conducted our audit in accordance with generally accepted auditing standards to obtain reasonable assur-
ance that the fi nancial statements are free of material misstatement or errors. Based on an assessment of materiality and 
risk, we tested, during the audit, the basis and documentation for the amounts and other disclosures of the fi nancial state-
ments. We also assessed the accounting policies applied and the estimates made by the Executive Board and Board of Direc-
tors and we evaluated the overall presentation of the fi nancial information included in the fi nancial statements. 

Our audit did not result in any qualifi cation.  

Opinion

In our opinion, the fi nancial statements have been prepared in accordance with statutory accounting provisions and give a 
true and fair view of the Bank’s assets and liabilities, fi nancial position and net profi t.

Tórshavn, March 8, 2006

SPEKT
Statsaut. revisorar Sp/f:

Finnbjørn Zachariasen Jákupa Mikkelsen
State Authorised Public Accountant       MSc in Business Administration and Auditing

Rasmussen & Weihe, P/F
Statsaut. grannskoðarafelag:

Klaus Rasmussen Ole Guldborg Nielsen
State Authorised Public Accountant       MSc in Business Administration and Auditing
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Auditors’ statement for 2006

We have audited the fi nancial statements of P/F Føroya Banki for the fi nancial year 2006, presented by the Executive Board 
and Board of Directors. 

Basis of opinion 

We planned and conducted our audit in accordance with generally accepted auditing standards to obtain reasonable assur-
ance that the fi nancial statements are free of material misstatement or errors. Based on an assessment of materiality and 
risk, we tested, during the audit, the basis and documentation for the amounts and other disclosures of the fi nancial state-
ments. We also assessed the accounting policies applied and the estimates made by the Executive Board and Board of Direc-
tors and we evaluated the overall presentation of the fi nancial information included in the fi nancial statements. 

Our audit did not result in any qualifi cation.  

Opinion

In our opinion, the fi nancial statements have been prepared in accordance with statutory accounting provisions and give a 
true and fair view of the Bank’s assets and liabilities, fi nancial position and net profi t.

Tórshavn, February 16, 2007

SPEKT
Statsaut. revisorar Sp/f:

Finnbjørn Zachariasen Jákupa Mikkelsen
State Authorised Public Accountant       MSc in Business Administration and Auditing

Rasmussen & Weihe, P/F
Statsaut. grannskoðarafelag:

Klaus Rasmussen Ole Guldborg Nielsen
State Authorised Public Accountant       MSc in Business Administration and Auditing



F-15Føroya Banki

Auditors’ statement regarding cash fl ow statements 2004, 2005 and 2006 

SPEKT Statsautoriseret Revisionsanpartsselskab, Staravegur 17, FO-100 Tórshavn, Faroe Islands and Rasmussen & Weihe Stats-
autoriseret Revisionsaktieselskab, Á Glaðsheyggi, FO-100 Tórshavn, Faroe Islands hereby declare that we have audited the 
Company’s cash fl ow statements for the fi nancial years ended December 31, 2004, 2005 and 2006. The cash fl ow statements 
were initially not a part of the fi nancial statements for the years 2004, 2005 and 2006. The cash fl ow statements for the 
 fi nancial years ended December 31, 2004, 2005 and 2006 give a true and fair view of the Company’s cash fl ows for the years 
then ended.  

Furthermore, we confi rm that all information in this Prospectus regarding the abovementioned cash fl ow statements are 
consistent with the said statements.

Cash fl ow statements of the Company for the three-months periods ended March 31, 2006 and 2007, have not been audited 
or reviewed.

Tórshavn, May 31, 2007

SPEKT
Statsaut. revisorar Sp/f:

Finnbjørn Zachariasen Jákupa Mikkelsen
State Authorised Public Accountant       MSc in Business Administration and Auditing

Rasmussen & Weihe, P/F
Statsaut. grannskoðarafelag:

Klaus Rasmussen Ole Guldborg Nielsen
State Authorised Public Accountant       MSc in Business Administration and Auditing
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Audited fi nancial statements for 2004, 2005 and 2006

Income statement 
 

   
Note DKK 1,000 2004 2005 2006 

5 Interest income, etc. 292,523 298,279 327,427
6 Interest expenses, etc. 57,961 64,066 88,692
 Net interest income 234,562 234,213 238,736

7 Dividends from shares and other investments 497 516 1,548
 Fee and commission income, etc. 21,092 20,802 34,964
 Fees and commissions paid 238 254 280
 Net interest and fee income 255,913 255,277 274,968

    
8 Value adjustments of securities and foreign exchange, etc. 1,088 7,636 7,432
9 Other operating income -2,154 2,235 -1,991
 Results from net fi nancials 254,847 265,148 280,409

    
10 Employee and administrative expenses 121,773 136,105 154,353
    
21 Amortisation and depreciations  5,276 6,444 7,606
 Other operating expenses 0 0 14
29 Provisions for poor and doubtful debts (net) 11,570 -34,341 -67,969
20 Income from groups and associates 4,939 1,511 7,046
 Profi t from ordinary activities before tax 121,167 158,451 193,451

    
12 Tax 24,076 29,543 34,042
    
 Net profi t for the year 97,090 128,908 159,409

    
 Allocation of profi t   

 Net profi t for the year 97,090 128,908 159,409
 Brought forward from previous years 1,405,913 1,447,800 890,317
 Amount to be allocated 1,503,004 1,576,708 1,049,726

    
 Dividends 50,000 600,000 0
 Adjustment of revaluation reserve under equity method 5,204 1,511 7,046
 Increase of share capital by premium share issue 0 100,000 0
 Retained profi t 1,447,800 875,197 1,042,680
 Total 1,503,004 1,576,708 1,049,726
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Balance sheet at 31 December 
 

   
Note DKK 1,000 2004 2005 2006 

 Assets   

 Cash in hand and demand deposits with central banks 209,217 73,747 201,877
32 Due from credit institutions, etc. 79,402 104,263 331,612
33 Loans and advances 3,635,865 4,071,455 5,408,119
17 Bonds, etc. 1,420,961 1,802,928 864,119
18 Shares, etc. 13,839 83,306 134,813
20 Investments in associates 4,921 4,713 35,026
20 Investments in group enterprises 120,752 122,358 113,416
21 Tangible assets 65,587 62,487 60,762
22 Treasury shares 0 0 0
 Other assets 41,133 43,561 57,115
 Prepayments 4,954 5,217 6,016
 Total assets 5,596,632 6,374,034 7,212,876

    
    
 Liabilities and equity   

34 Due to credit institutions and central banks 70,441 113,499 1,243,066
35 Deposits 3,869,675 4,506,532 4,646,731
 Other liabilities 95,161 664,338 74,462
 Deferred income 0 0 0
25 Provisions for commitments 4,153 3,556 3,099

2 Equity   

 Share capital 100,000 200,000 200,000
 Reserves 9,402 10,912 2,839
 Brought forward from previous years 1,405,913 875,197 890,317
 Retained profi t for the year 41,887 0 152,363
 Total equity 1,557,202 1,086,110 1,245,519

 Total liabilities and equity 5,596,632 6,374,034 7,212,876

    
    
 Off-balance-sheet items   

3 Guarantees, etc. 147,524 236,885 359,081
4 Other commitments 0 0 0
 Total 147,524 236,885 359,081
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Cash fl ow statement 
 

   
Note DKK 1,000 2004 2005 2006 

 Net profi t for the year 97,090 128,908 159,409
 Provisions for poor and doubtful debts 13,570 -30,341 -65,969
 Amortisation and depreciation of tangible and 
 intangible assets 5,276 6,444 7,606
 Value adjustments, bonds 3,834 8,870 2,270
 Value adjustments, shares -955 -11,282 -5,978
 Result from investments in group enterprises -3,694 -1,719 -6,733
 Result from associates -1,244 209 -313
 Tax charged to the income statement 24,076 29,543 34,042
 Paid tax -6,656 -24,266 -34,821
 Earnings 131,297 106,365 89,512

    
42 Change in loans -137,640 -405,249 -1,270,695
 Change in deposits 89,733 636,857 140,199
 Due to credit institutions and central banks 13,139 43,058 1,129,567
43 Change in other assets -9,786 -2,428 16,446
 Provisions for commitments -690 -597 -457
 Prepayments -121 -262 -800
44 Change in other liabilities -8,186 13,900 10,903
 Cash fl ow from operating activities 77,746 391,644 114,674

    
 Acquisition of tangible and intangible assets -5,129 -6,174 -6,905
 Sale of tangible and intangible assets 3,070 2,829 1,024
 Aquisition of investments in group enterprises -5,000 0 -14,325
 Sale of investments in group enterprises 4,247 113 0
 Aquisition of associates 0 0 -30,000
 Cash fl ow from investing activities -2,812 -3,231 -50,206

    
 Change in holding of bonds -57,037 -390,837 936,539
 Change in holding of shares -7,926 -58,185 -45,529
 Dividends paid -20,000 -50,000 -600,000
 Cash fl ow from fi nancing activities -84,963 -499,022 291,010

 Cash fl ow for the year -10,029 -110,609 355,478

    
 Cash in hand and demand deposits with central banks, 
 and due on demand at the beginning of the period 298,649 288,619 178,010
 Cash in hand and demand deposits and due on demand 
 with central banks at the end of the period 288,619 178,010 533,489
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Notes 
 

   
Note DKK 1,000 2004 2005 2006 

1 Changes in capital   

    
 Share capital, beginning of year 100,000 100,000 200,000
    
 Share capital, end of year 100,000 200,000 200,000
    
 Revaluation reserve under the equity method, 
 beginning of year 4,198 9,402 10,912
 Transferred from allocation of profi ts 5,204 1,511 7,046
 Transferred to “Profi t (loss) brougt forward” 0 0 15,119
 Revaluation reserve under the equity method, 
 end of year 9,402 10,912 2,839
 Profi t (loss) brought forward, beginning of year 1,405,913 1,447,800 875,197
 Transferred from “Revaluation reserve under 
 the equity method” 0 0 15,119
 Carried forward to the following year 41,887 -572,603 152,363
    
 Retained profi t for the year 1,447,800 875,197 1,042,680
    
 Equity, end of year 1,557,202 1,086,110 1,245,519

    
2 Calculation of capital adequacy   

 Core capital after statutory deductions 1,554,323 1,081,795 1,242,836
 Subordinated loan capital and short-term supplementary     
 capital after statutory deductions 1,551,323 1,078,795 1,239,836
 Weighted items not included in trading portfolio 2,862,132 3,214,255 4,672,973
 Weighted items with market risk 419,870 703,569 540,894
 Total weighted items 3,282,002 3,917,824 5,213,867

 Core capital after statutory deductions as a percentage   
 of total weighted items 47.4 27.6 23.8
 Solvency ratio  47.3 27.5 23.8
    
 The solvency ratio is calculated in accordance with 
 the Danish Financial Supervisory Authority’s executive   
 order on the rules of capital adequacy for banks and 
 certain credit institutions. Solvency requirement is 8 pct.   
    
3 Off-balance-sheet items   

 Guarantees, etc.   
 Financial guarantees 11,116 10,235 11,301
 Other guarantees 136,408 226,650 347,780
 Total guarantees, etc. 147,524 236,885 359,081
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Notes 
 

   
Note DKK 1,000 2004 2005 2006 

4 Other commitments   

 Irrevocable loan commitments 0 0 0
 Other commitments 0 0 0
 Total other commitments 0 0 0
    
5 Interest income and premiums on forwards   

 Credit institutions and central banks 4,709 6,358 5,209
 Loans and advances 235,629 230,675 280,723
 Bonds 56,540 65,134 43,999
 Total fi nancial instruments -4,358 -3,955 -2,513
 Of which:   
   Currency contracts 382 201 119
   Interest rate contracts -4,740 -4,156 -2,633
   Other transactions 0 0 0
 Miscellanems 4 66 9
 Total interest income 292,523 298,279 327,427
    
 Of which accounted for by income from    
 genuine sale and repurchase transactions 0 0 0
    
6 Interest expenses   

 Credit institutions and central banks 684 547 10,548
 Deposits 57,277 63,519 78,144
 Total interest expenses 57,961 64,066 88,692
    
 Of which interest expenses on genuine sale and   
 repurchase transactions are carried under:   
 Credit institutions and central banks 107 10 0
    
7 Dividends from   

 Shares 497 516 1,548
 Total 497 516 1,548
    
8 Value adjustments   

 Bonds -3,834 -8,870 -2,270
 Shares 955 11,282 5,978
 Foreign exchange 5,118 5,009 3,665
 Total fi nancial instruments -1,150 215 59
 Total value adjustments 1,088 7,636 7,432
 Of which:   
   Currency contracts -933 -9 490
   Interest rate contracts -217 224 -431
   Other contracts 0 0 0
  -1,150 215 59
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Notes 
 

   
Note DKK 1,000 2004 2005 2006 

9 Other operating income   

 Internal rental income 4,374 4,419 4,283
 Repairs and maintenance of properties -6,971 -2,916 -6,509
 Proceeds from sale of properties 443 731 235
 Total -2,154 2,235 -1,991
    
10 Employee and administrative expenses   

 Executive Board 3,410 3,507 2,970
 Board of Directors 600 692 1,125
 Total 4,010 4,199 4,095
    
 Employee expenses:   
 Saleries 59,798 68,903 68,938
 Pensions 5,116 5,414 6,033
 Social security expences 3,919 4,499 5,452
 Total 68,833 78,816 80,423
 Other administrative expenses 48,930 53,090 69,835
 Total employees and administrative expenses 121,773 136,105 154,353
    
11 Profi t (loss) on investments in associates and 

 group enterprises   

 Associates 1,244 -209 313
 Group enterprises 3,694 1,719 6,733
 Total 4,939 1,511 7,046
    
12 Tax   

 Estimated tax charge on the profi t for the year 24,266 32,808 32,748
 Adjustment of tax assets -197 -1,435 1,246
 Adjustment of previous year tax charge 8 -1,830 48
 Total 24,076 29,543 34,042
    
 Breakdown of tax liability:   
 Estimated tax (18%) on profi t (loss) from ordinary   
 activities before tax 24,233 31,690 34,821
 Tax value of non-taxable income -1,710 -999 -1,533
 Tax value of non-deductible expenses 1,743 2,116 -541
 Adjustment of tax assets -197 -1,435 1,246
 Adjustment of previous year tax charge 8 -1,830 48
 Tax charged to the income statement 24,076 29,543 34,042
    
 Effective tax rate (tax charged to the income statement   
 relative to profi t (loss) from ordinary activities before tax) 19.9% 18.6% 17.6%
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Notes 
 

   
Note DKK 1,000 2004 2005 2006 

13 Executive Board and Board of Directors   

 Size of loans, pledges, sureties or guarantees and related 
 collateral provided to the members of the Executive Board 
 and Board of Directors specifi ed below   
 Executive Board   
 Loans 4,765 945 910
 Collateral 4,650 1,000 910
    
 Board of Directors   
 Loans 1,748 1,664 1,653
 Collateral 1,050 1,400 1,332
    
14 Auditors fee   

 Total fees for the accountancy fi rms elected by the annual    
 general meeting to perform the statutory audit 1,031 989 1,070
 Of which fees for non-audit services 51 0 100
    
15 Number of employees   

 Average number of full-time empolyees    
 for the accounting year 201.5 195.0 207.2
    
16 Due from credit institutions and central banks   

 Deposits at notice with central banks 0 0 0
 Due from credit institutions 79,402 104,263 331,612
 Total 79,402 104,263 331,612
    
17 Bonds   

 Listed 1,420,961 1,802,928 864,119
 Total 1,420,961 1,802,928 864,119
    
 The Bank has deposited bonds at a total market value of 
 DKK 51 million with Danmarks Nationalbank (central bank) 
 in connection with clearing.   
    
18 Shares   

 Listed shares 11,517 61,659 76,908
 Other shares 1,219 19,320 45,141
 Other investments 1,103 2,327 12,764
 Total 13,839 83,306 134,813
    
19 Financial current assets   

 Financial current assets valued at market value 1,433,697 1,883,907 986,169
    
 The difference between the cost of fi nancial current assets    
 and the higher market value at the time of reporting 8,140 11,457 13,362
    
 Financial current assets not valued at market value 0 0 0
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Notes 
 

   
 DKK 1,000 2004 2005 2006 2004 2005 2006 2004 2005 2006

20 Financial fi xed assets Group enterprises Associates Other investments

 Cost, beginning of year 113,219 113,972 113,972 2,300 2,300 2,300 1,460 1,460 2,762
 Exchange rate alignment 0 0 0 0 0 0 0 0 0
 Additions 5,000 0 14,325 0 0 30,000 0 8,792 12,163
 Disposals 4,247 0 0 0 0 0 0 7,490 1,677
 Total cost, end of year 113,972 113,972 128,297 2,300 2,300 32,300 1,460 2,762 13,249
          
 Revaluations and write-         
 downs, beginning of year 3,086 6,780 8,386 1,377 2,621 2,413 -668 -358 -435
 Exchange rate alignment 0 0 0 0 0 0 0 0 0
 Profi t 3,694 1,606 6,733 1,244 0 313 0 0 0
          
 Other changes in capital 0 0 -30,000 0 0 0 0 0 0
          
 Revaluations and write-         
 downs for the year 0 0 0 0 0 0 310 122 0
          
 Reversal of revaluations          
 and writedowns 0 0 0 0 209 0 0 200 50
          
 Revaluations and write-         
 downs, end of year 6,780 8,386 -14,881 2,621 2,413 2,726 -358 -435 -485
          
 Book value, end of year 120,752 122,358 113,416 4,921 4,713 35,026 1,103 2,327 12,764

 Of which credit institutions 0 0 0 0 0 0 0 0 0
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Notes 
 

   
 DKK 1,000 2004 2005 2006 2004 2005 2006 2004 2005 2006

21 Tangible assets Land and buildings Machinery and equipm. Total

 Cost, beginning of year 173,132 172,675 171,461 18,185 19,099 20,130 191,317 191,774 191,591
 Additions 3,027 1,996 49 1,126 1,570 3,441 4,153 3,566 3,490
 Disposals 3,484 3,210 1,012 212 539 269 3,696 3,749 1,281
          
 Total cost, end of year 172,675 171,461 170,498 19,099 20,130 23,302 191,774 191,591 193,800
          
 Depreciation and write-         
 downs, beginning of year 109,139 111,285 113,262 13,375 14,903 15,842 122,514 126,187 129,104
          
 Depreciation         
 during the year 2,760 2,743 2,743 1,540 1,093 1,447 4,299 3,837 4,191
          
 Reversal of depreciation         
 and writedowns 614 766 0 12 154 257 626 920 257
          
 Depreciation and write-         
 downs, end of year 111,285 113,262 116,006 14,903 15,842 17,032 126,187 129,104 133,037
          
 Book value, end of year 61,391 58,198 54,492 4,196 4,289 6,270 65,587 62,487 60,762
          
 Full writeoff for the year 0 0 0 976 2,608 3,415 976 2,608 3,415
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Notes 
 

   
Note DKK 1,000 2004 2005 2006 

22 Own shares   

 The Bank’s holding of own shares totals 144 shares 
 of DKK 100 each, no value has been assigned to these 
 shares in the fi nancial statements.   
    
23 Due to credit institutions and central banks   

 Due to central banks 0 0 0
 Due to credit institutions 70,441 113,499 1,243,066
 Total 70,441 113,499 1,243,066
    
24 Deposits   

 On demand 1,677,042 2,131,371 2,355,005
 At notice 1,616,295 1,643,219 1,452,313
 Time deposits 113,661 233,344 390,315
 Special deposits 462,676 498,598 449,097
 Total 3,869,675 4,506,532 4,646,731
    
25 Provisions for obligations   

 Provisions for pensions and similar commitments 4,153 3,556 3,099
 Provisions for deferred tax 0 0 0
 Other provisions for commitments 0 0 0
 Total 4,153 3,556 3,099
    
26 Outstandings with group enterprices and associates, etc.   

 Associates:   
 Assets   
 Loans and advances 11,511 9,646 37,810
 Liabilities   
 Deposits 2,832 761 60,761
    
 Group enterprises:   
 Assets   
 Loans and advances 5,125 15,506 58,619
 Liabilities   
 Deposits 108,209 116,966 72,128
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Notes 
 

   
Note DKK 1,000 2004 2005 2006 

27 Credit risks   

 Loans, advances and guarantees by sector and industry, 
 percentage, end of year   
    
 Public authorities 4 7 6

 Corporate sector:   
 Fishing industry 9 9 13
 Manufacturing industries, etc. 8 5 5
 Building and construction etc. 2 2 2
 Trade, hotels and restaurants 7 5 7
 Transport, mail and telephone 3 5 4
 Property administration, purchase and sale and business serv. 2 4 4
 Other industries 8 5 6
 Total corporate sector 39 34 41
 Retail customers 57 59 53
 Total 100 100 100
    
28 Credit risk on fi nancial instruments   

 Positive market value after netting   
 Counterpart with risk weighting 0 pct. 0 0 0
 Counterpart with risk weighting 20 pct. 312 196 320
 Counterpart with risk weighting 100 pct. 245 83 1,878
    
29 Accumulated provisions   

 Provisions end year against loans, advances and guarantees 465,263 371,869 301,537
 Provisions end of year against due from credit institutions   
 and other items involving a credit risk 0 0 0
 Total accumulated provisions 465,263 371,869 301,537
    
 Accumulated provisions end of year against loans, 
 advances and guarantees as a percentage of loans, 
 advances and guarantees 11.0 7.9 5.0
    
 Non-accrual amounts due end of year 72,539 58,307 21,564
    
 Market risk   

30 Foreign exchange risk   

 Assets in foreign currency 25,946 33,733 138,927
 Liabilities and equity in foreign currency 16,917 16,746 266,943
 Exchange rate indicator 1 55,054 87,360 146,193
 Exchange rate indicator 1 as a percentage of   
 core capital after statutory deductions 3.5 8.1 11.8
 Exchange rate indicator 2 64 270 337
 Exchange rate indicator 2 as a percentage of   
 core capital after statutory deductions 0.0 0.0 0.0
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Notes 
 

   
Note DKK 1,000 2004 2005 2006 

31 Interest rate risk   

 Interest rate risk 22,391 36,973 13,220
    
 Interest rate risk broken down by the institution’s 
 currency with largest interest rate risk   
    
 DKK 22,297 34,298 11,765
 EUR 94 2,651 1,453
 USD 0 0 2
 JPY 0 24 0
    
 Maturity distribution by remaining life   
    
32 Due from institutions and central banks   

 On demand 79,402 36,263 85,612
 3 months and below 0.0 68,000 246,000
 Total 79,402 104,263 331,612
    
33 Loans and advances   

 On demand 68,604 39,013 56,481
 3 months and below 199,993 167,039 194,302
 3 months to 1 year 589,511 416,352 451,093
 Over 1 year to 5 years 1,212,232 1,420,183 1,655,767
 Over 5 years 1,565,525 2,028,867 3,050,477
 Total 3,635,865 4,071,455 5,408,119
    
34 Due to credit institutions and central banks   

 On demand 70,441 113,499 297,566
 3 months and below 0 0 945,500
 Total 70,441 113,499 1,243,066
    
35 Deposits   

 On demand 1,677,042 2,131,317 2,354,807
 At notice:   
 3 months and below 1,870,132 2,165,080 2,118,150
 3 months to 1 year 10,203 6,007 6,173
 Over 1 year to 5 years 312,298 204,126 167,371
 Over 5 years 0 2 229
 Total 3,869,675 4,506,532 4,646,731
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Notes
 

   
Note DKK 1,000 2004 2005 2006 2004 2005 2006

    
36 Financial instruments  Nominal Net market value 

    
 Maturity distribution by 

 remaining life   

    
 3 months and below   
 Currency contracts:   
     Forwards/futures, bought 7,946 14,977 260,875 -166 33 -1,110 
     Forwards/futures, sold 11,827 18,486 40,246 312 89 1,415 
     Options, bought 0 0 2,265 0 0 0 
     Options, written 0 0 1,132 0 0 0 
 Interest rate contracts:   
     Forwards/futures, bought 40,000 50,000 0 224 8 0 
     Forwards/futures, sold 15,000 0 0 -441 0 0 
    
 3 months to 1 year   
 Currency contracts:   
     Forwards/futures, bought 0 0 30,005 0 0 -213 
     Forwards/futures, sold 0 0 29,638 0 0 239 
    
 1 year to 5 years   
 Currency contracts:   
     Forwards/futures, bought 0 0 31,138 0 0 -154 
     Forwards/futures, sold  0 31,138 0 0 185 
 Interest rate contracts:   
     Swaps  0 0 25,000 0 0 -602 
    
 Over 5 years   
 Currency contracts:   
 Interest rate contracts:   
     Swaps  0 0 14,200 0 0 164 
    
 Total   
 Currency contracts:   
     Forwards/futures, bought 7,946 14,977 322,018 -166 33 -1,477 
     Forwards/futures, sold 11,827 18,486 101,022 312 89 1,838 
     Options, bought 0 0 2,265 0 0 0 
     Options, written 0 0 1,132 0 0 0 
 Interest rate contracts:   
     Forwards/futures, bought 40,000 50,000 0 224 8 0 
     Forwards/futures, sold 15,000 0 0 -441 0 0 
     Swaps  0 0 39,200 0 0 -439 
    
 Total net market value    -71 129 -78 
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Notes
 

   
Note DKK 1,000 2004 2005 2006 2004 2005 2006

    
37 Financial instruments  Positive Negative 

    
 Maturity distribution by 

 remaining life   

    
 Market value:   
 Currency contracts:   
     Forwards/futures, bought 0 94 108 166 61 1,585 
     Forwards/futures, sold 312 177 1,926 0 89 88 
 Interest rate contracts:   
     Forwards/futures, bought 244 8 0 21 0 0 
     Forwards/futures, sold 0 0 0 441 0 0 
     Swaps  0 0 164 0 0 602 
    
 Market value of non-guaranteed 
 contracts:   
 Currency contracts:   
     Forwards/futures, bought 0 94 108 166 61 1,585 
     Forwards/futures, sold 312 177 1,926 0 89 88 
 Interest rate contracts:   
     Forwards/futures, bought 244 8 0 21 0 0 
     Forwards/futures, sold 0 0 0 441 0 0 
     Swaps  0 0 164 0 0 602 
    
 Total 556 279 2,198 627 149 2,275 
    
 Total after netting -71 129 -77

     2004 2005 2006

  
38 Number of branches   

 in addition to the Head Offi ce    23 20 19 
    
39 Share capital   

 Number of shares (1,000)    1,000 2,000 2,000
 Nominal value per share    100 100 100
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Notes
 

       
Note  

40 Subsidiaries   

 The Bank has the following subsidiaries, which are not consolidated in the Bank’s fi nancial statements.   
 
 Year end 2006 Activity Proportion of

   share capital

   held by subsidiaries

 P/F Trygd Insurance company 100%
 P/F Vestlax Fish Farming 100%
 P/F FB Holding No activity 100%
 P/F Skyn Real estate 100%
        
 Year end 2005      

 P/F Trygd Insurance company 100%
 P/F FB Holding Temporarily holding shares in other  100%
  businesses of which the Bank has had to 
  assume control with a view to restructuring 
 
 Year end 2004     

 P/F Trygd Insurance company 100%
 P/F FB Holding Temporarily holding shares in other  100%
  businesses of which the Bank has had to 
  assume control with a view to restructuring 
       
41 Associates

      

 Year end 2006 Activity Proportion of

   share capital

   held by associates

 P/F Bakkafrost Holding Fish Farming 36%
 P/F Løkir Investment company 33%
 P/F Elektron IT services 34%
       
 Year end 2005      

 P/F Elektron IT services 34%
       
 Year end 2004      

 P/F Elektron IT services 34%
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Notes 
 

   
Note DKK 1,000 2004 2005 2006 

42 Change in loans   

 Change in loans, gross -124,070 -435,590 -1,336,664
 Provisions for poor and doubtful debts -13,570 30,341 65,969
 Total -137,640 -405,249 -1,270,695
    
43 Change in other assets   

 Change in other assets, gross -9,786 -2,428 -13,554
 Dividend from associates 0 0 30,000
 Change in tax assets 0 0 0
 Total -9,786 -2,428 16,446
    
44 Change in other liabilities   

 Change in liabilities, gross 39,235 569,177 -589,876
 Tax charged to the income statement -24,076 -29,543 -34,042
 Tax paid 6,656 24,266 34,821
 Dividends charged to the income statement -50,000 -600,000 0
 Dividends paid 20,000 50,000 600,000
 Total -8,186 13,900 10,903
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Appendix

Articles of association of P/F Føroya Banki

Article 1.0 Name 

1.1  The name of the Bank is “Partafelagið Føroya Banki”. 
1.2  The Bank also carries on business under the names of “Norðoya Banki” and 
 “Sjóvinnubankin”. 

Article 2.0 Registered offi ce 

2.1  The registered offi ce of the Bank is situated in the municipality of Tórshavn. 

Article 3.0 Objects 

3.1  The objects of the Bank are to carry on banking business and other activities under the 
 Danish Financial Business Act (lov om fi nansiel virksomhed). 

Article 4.0 Capital 

4.1  The share capital of the Bank is DKK 200 million, divided into shares of DKK 20. 

Article 5.0 Shares 

5.1  The shares of the Bank shall be bearer shares, but may be registered in the names of 
 the holders in the Bank’s register of shareholders. 
5.2  No transfer or sale of shares registered in the names of the holders shall be enforceable 
 against the Bank, unless it has been registered in the Bank’s register of shareholders. The Bank shall not be liable for the 

correctness or validity of such transfer or sale. 
5.3  The shares shall be negotiable instruments. 
5.4  No share shall carry any special rights. 
5.5  The shares shall be subject to no sale or transfer restrictions. 

Article 6.0 General meetings; powers, venue and notice 

6.1  The general meeting has the supreme authority of the Bank, subject to statute and these Articles of Association. 
6.2  General meetings shall be held in Tórshavn. The annual general meeting shall be held within 3 (three) months of the fi -

nancial year-end.
6.3 Extraordinary general meetings shall be held pursuant to resolution by a general meeting, pursuant to decision by the 

board of directors or the auditor(s), or upon written request to the board of directors from shareholders holding no less 
than 1/10 (one-tenth) of the share capital, specifying the issue(s) to be considered. Extraordinary general meetings shall 
be convened within 14 (fourteen) days of receipt of a request to such effect.

6.4 The board of directors shall convene general meetings by inserting a notice in Dimmalætting and in one or more of the 
other Faroese newspapers. The notice shall be inserted in the newspapers no more than 4 (four) weeks and no less than 
8 (eight) days before the date of the general meeting.

6.5 The notice of the general meeting shall include the agenda of the meeting and the main contents of any proposal requir-
ing a qualifi ed majority of votes to be adopted.

Article 7.0 General meetings; agenda 

7.1 All shareholders are entitled to have specifi c issues considered at the annual general meeting upon written request to 
the board of directors before 1 February. 

7.2 No later than 8 (eight) days before the date of the general meeting, the agenda and the full text of any proposal to be 
submitted to the general meeting shall be made available for inspection by the shareholders at the offi ce of the Bank. 
Before the annual general meeting, the fi nancial statements with the auditors’ report and the annual review as well as 
any consolidated fi nancial statements shall also be made available.

 The fi nancial statements shall be sent to all registered shareholders upon request. 
7.3 The annual general meeting shall have the following agenda:

A-1



Føroya Banki

 1. Report of the board of directors on the activities of the Bank during the past year.
 2. Presentation and adoption of the fi nancial statements - and consolidated fi nancial statements, 
  if applicable - with the auditors’ report, and presentation of the annual review.
 3. Resolution on the distribution of profi ts or losses as recorded in the fi nancial statements as adopted.
 4. Election of directors.
 5. Election of auditor(s).
 6. Any other business.

Article 8.0 General meetings; admission cards and voting rights 

8.1  All shareholders having requested an admission card no later than 5 (fi ve) days before the date of any general meeting 
are entitled to attend the meeting. 

8.2  All shareholders having requested an admission card and a ballot paper no later than 5 (fi ve) days before the date of any 
general meeting are entitled to vote at the meeting. 

8.3  Each share shall carry one vote. However, no shareholder may, neither in respect of his own shares nor when acting as 
proxy for other shareholders, cast votes representing more than 10% (ten per cent) of the total share capital, regardless 
of the shareholding. Proxy votes given to the board of directors shall be subject to no restrictions. Shareholders in the 
same group, as defi ned by applicable law, shall not cast votes representing more than 10% (ten per cent) in aggregate of 
the total share capital, regardless of the shareholding. 

8.4  All shareholders are entitled to attend general meetings in person, accompanied by an advisor, or by proxy, who may 
vote on their behalf, subject to presentation of a written and dated instrument of proxy issued for a maximum period of 
one year. 

8.5  The media shall have access to general meetings. 

Article 9.0 General meetings; chairman, resolutions and minutes 

9.1  Proceedings at general meetings shall be presided over by a chairman elected by the board of directors to decide all mat-
ters relating to the transaction of business, voting and its outcome. 

9.2  All business transacted at general meetings shall be decided by a simple majority of votes, unless a qualifi ed majority is 
required by the Danish Companies Act (aktiese1skabsloven) or by these Articles of Association. 

 Any resolution to amend these Articles of Association or to wind up the Bank by voluntary liquidation or to adopt a 
merger shall be subject to no less than 2/3 (two¬thirds) of the share capital being represented at the general meeting 
and the proposed resolution being adopted by 2/3 (two-thirds) of the votes cast and of the voting share capital repre-
sented at the general meeting. 

9.3  Any proposal to amend or revoke the quorum requirement in Article 9.2 submitted by Finansieringsfonden af 1992 may 
be adopted by 2/3 (two-thirds) of both the votes cast and of the share capital represented at the general meeting. For 
the purpose of voting on such proposal submitted by Finansieringsfonden af 1992, the restrictions on voting rights and 
voting by proxy in Article 8.3 and the quorum requirement in Article 9.2 shall not apply. 

9.4  Minutes of the proceedings at general meetings shall be entered in a minute book to be signed by the chairman of the 
meeting.

Article 10.0 Board of directors

10.1  The members of the board of directors shall be elected by the general meeting, except those members who are elected 
pursuant to the statutory provisions on employee representation on the board of directors. 

10.2  The general meeting shall elect a board of directors consisting of 4 (four) to 6 (six) directors to hold offi ce until the 
next annual general meeting. Directors are eligible for re-election, but no candidate for election or re-election may have 
reached the age of 70. 

10.3  After the annual general meeting, the board of directors shall constitute itself and shall elect a chairman and a vice-
chairman. In the event of an equality of votes, the result shall be decided by lot. 

10.4 The chairman or, if the chairman is absent, the vice-chairman, shall convene the meetings of the board of directors. 
Meetings shall be convened when deemed necessary by the chairman or, if the chairman is absent, the vice-chairman, 
or upon request from a director, a member of the executive management board, or the auditor(s). 

10.5  The board of directors forms a quorum when more than half of the directors are present, including at least half of the 
directors elected by the general meeting. All business transacted by the board of directors shall be decided by a simple 
majority of votes. In the event of an equality of votes, the chairman or, if the chairman is absent, the vice-chairman, 
shall have a casting vote. 
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10.6  Minutes of the proceedings at board meetings shall be entered in a minute book to be signed by the directors. 
10.7  The board of directors shall adopt rules of procedure governing the performance of its duties. 

Article 11.0 Executive management board 

11.1  The board of directors shall appoint an executive management board consisting of 1 (one) to 3 (three) members to be in 
charge of the day-to-day management of the activities of the Bank. 

11.2  If more than one executive offi cer is appointed, one of them shall be appointed chief executive offi cer.

Article 12.0 Power to bind the Bank 

12.1  The Bank shall be bound by the joint signatures of all directors, or by the joint signatures of the chairman of the board of 
directors and a member of the executive management board, or by the joint signatures of two members of the executive 
management board. 

12.2  The board of directors may grant power of procuration.

Article 13.0 Financial year 

13.1  The fi nancial year shall be the calendar year. 
13.2  The fi nancial statements shall give a true and fair view of the assets and liabilities of the Bank, its fi nancial position and 

results. 

Article 14.0 Auditing 

14.1  The fi nancial statements of the Bank: shall be audited by two auditors elected by the annual general meeting to hold of-
fi ce for one-year terms. At least one of the auditors shall be a state-authorised public accountant, while the other may 
be either a state¬authorised or registered public accountant. The auditors are eligible for re-election. 

These Articles of Association, which were adopted by the general meeting of P/F Føroya Banka on 28 September 1999, have 
subsequently been amended by general meetings held on 26 March 2003, 21 March 2006, 23 November 2006 and 19 March 
2007. 

The board of directors: 

Jóhan Páll Joensen  Graham Duncan Stewart 

Jens Erik Christensen  Eyðhild Skaalum 

Sigmar Jacobsen  Olav Enomoto 

This Danish text is a true and faithful translation of the Articles of Association in Faroese adopted by the general meeting of 
the Bank on 19 March 2007.

Tórshavn, 21 March 2007 

Eyðfi nnur Jacobsen, Attorney-at-Law
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P/F Føroya Banki

Keypsseðil
Bara ein ordri fyri hvørja goymslu

ISIN kota: FO0000000088
Útbjóðing av 6.000.000 stk.  partabrøvum á nom. DKK 20

Sølustøð: Handelsbanken Capital Markets P/F Føroya Banki
 Deild av Svenska Handelsbanken AB Húsagøta 3
 Amaliegade 3 FO-110 Tórshavn
 1007 København K Føroyar 
 Danmark
 Tlf: +45 33 41 86 15 Tlf: +298 330 330
 Fax: +45 33 41 82 64 Fax: +298 319 055

Globalur samskipari: Handelsbanken Capital Markets (Deild av Svenska Handelsbanken AB)

Útbjóðingarskeið: 11. juni - 19. juni 2007, báðir dagar íroknaðir; um ikki útbjóðingin, heilt ella lutvíst, endar fyrr.
 Útbjóðingin endar í fyrsta lagi tann 13. juni 2007 kl. 16.00 (føroyska tíð).

Útbjóðingarkursur: Útbjóðingarkursurin verður fastlagdur eftir bookbuilding-háttinum, og tann endaligi útbjóðingarkursurin  
 verður lýstur tann 20. juni 2007. Útbjóðingarkursintervallið i útbjóðingarskeiðnum er DKK 162 til DKK 189,  
 og útbjóðingarkursurin verður undir ongum umstøðum hægri enn DKK 189 fyri hvørt partabræv.

Prospektið dagfest 31. mai 2007 inniheldur viðtøkurnar hjá Føroya Banka, ársroknskapirnar fyri 2004, 2005 og 2006, roknskapirnar 
fyri fyrsta ársfjórðing í 2006 og 2007 umframt treytirnar fyri keyp av partabrøvunum.
  
Fyri bindandi ordrar verður keypsseðilin latin inn á kontoførandi peningastovnin hjá boðsgevaranum í útfyltum og 

undirskrivaðum standi í so góðari tíð, at kontoførandi peningastovnurin hevur møguleika at viðgera og víðarisenda 

ordran, soleiðis at hann er Handelsbanken Capital Markets í hendi seinasta lagi tann 19. juni 2007 kl. 16.00 (føroys-

ka tíð). Keyps- og áhugafráboðanir á meiri enn DKK 2 mio. í kursvirði skulu latast Handelsbanken Capital Markets, møguliga við 
nýtslu av hesum seðilinum.

Keypstilboð (kursvirði til og við DKK 2 mió)  verða latin sum bindandi ordri

Undir treytum, sum nevndar eru í prospektinum dagfest tann 31. mai 2007, gevi/geva eg/vit hervið boð uppá keyp av parta-
brøvum í P/F Føroya Banka. Eg/vit góðtaki/góðtaka, at Handelsbanken Capital Markets kann krevja upplýsingar um mítt/okka-
ra navn og bústað og hevur rætt til at víðarigeva hesar upplýsingar til P/F Føroya Banka. Eg/vit bindi/binda meg/okkum til at 
rinda mótvirðið av tillutaðum partabrøvum til tann fastlagda útbjóðingarkursin.

Teigur  ➀  ella  ➁  verður útfyltur:

➀  Tal av partabrøvum:   ➁   Fyri krónur:                          

#

Verða keypsordrarnir tilsamans størri enn tað útbjóðaða talið av partabrøvum, verður lækking gjørd som nevnt í prospektinum 
sambært brotinum ”The Offering”.  Innlating av ordrum ella áhugafráboðanum er ikki trygd fyri, at partabrøv verða tillutaði.
  
Skráseting av partabrøvunum í Værdipapircentralen (VP) verður gjørd móti gjaldi og væntast at verða í seinasta lagi tann 26. juni 
2007.

Keypsfráboðan (kursvirði størri enn DKK 2 mio.) verður givin sum liður í bookbuilding-háttinum

Íleggjaraslag (set ein kross):

___ Banki, sparikassi, kredittstovnur

___ Børsmeklari

___ Tryggingarfelag

___ Ognarrøktari og annar stovnsligur íleggjarari

___ Grunnur, íleggingarfelag

___ Eftirlønargrunnur

___ Annað vinnuligt virki

___ Privatur persónur

___ Annað (skriva hvat):

Undir treytum, sum nevndar eru í prospektinum dagfest 
tann 31. mai 2007 gevi/geva eg/vit hervið boð uppá keyp 
av partabrøvum í P/F Føroya Banka. Eg/vit góðtaki/góðtaka, 
at eg/vit í útbjóðingarskeiðnum fl eiri ferðir kann/kunnu 
broyta ella afturtaka áhugafráboðanir, men eri/eru bundin 
av keypsordranum, tá ið útbjóðingarskeiðið er endað. Eg/vit 
góðtaki/góðtaka, at keypsseðilin umframt navn og bústaður 
verða givin til P/F Føroya Banka og Handelsbanken Capital 
Markets. Ordrar/áhugafráboðanir kunnu gevast við ávísing av 
møguligum mesta kursi. Verður útbjóðingarkursurin ásettur 
hægri enn tann ávísti mesti kursurin, fær ordragevari ikki 
partabrøv.

Teigur  ➀  ella  ➁  verður útfyltur:

➀  Tal av partabrøvum: Møguligur mesta kursur: 
 
➁  Fyri krónur: 



Upplýsingar og undirskrift

Navn: VP-konto nr.:

Adressa:  Konto at skuldskriva:

Postnr. og býur/bygd: Kontoførandi stovnur:

Telefon:  Ordrin er innlatin gjøgnum:
 
Land:  Reg. nr: CD-ident:
 
Dagfesting:  Dato: Tlf. nr.:

  

  
  
Undirskrift: Stempul/undirskrift

Stovning av nýggjari VP-goymslu

Hesir teigar skulu fyllast út í sambandi við stovning av nýggjari VP-konto og møguliga tilhoyrandi pengakonto.

P- ella V-tal:

Pengakonto:

Telefon:

Starv:

Navn:

Gøta:

Postnr. Býur/bygd: Land:

Partabrøvini ynskjast navnanoteraði (set kross). Hetta er fortreyt fyri at fáa innbjóðing til aðalfund v.m.



P/F Føroya Banki

Købsblanket  
Kun én ordre pr. depot

ISIN/Fondskode: FO0000000088
Udbud af 6.000.000 stk. aktier a nom. DKK 20

Salgssteder: Handelsbanken Capital Markets P/F Føroya Banki
 Division af Svenska Handelsbanken AB Húsagøta 3
 Amaliegade 3 FO-110 Tórshavn
 1007 København K Færøerne
 Danmark
 Tlf.: +45 33 41 86 15 Tlf.: +298 330 330
 Fax: +45 33 41 82 64 Fax: +298 319 055 

Global Co-ordinator: Handelsbanken Capital Markets (Division af Svenska Handelsbanken AB)

Udbudsperiode: 11. juni - 19. juni 2007, begge dage inklusive, med mindre udbuddet, helt eller delvist, lukkes tidligere. 
 Udbuddet vil tidligst blive lukket den 13. juni 2007 kl. 17.00 (dansk tid). 

Udbudskurs:  Udbudskursen fastsættes på baggrund af bookbuilding-metoden, og den endelige udbudskurs vil blive 
 annonceret den 20. juni 2007. Udbudskursintervallet i udbudsperioden er DKK 162 til DKK 189 og udbuds-
kursen vil under ingen omstændigheder overstige DKK 189 pr. aktie.

Prospektet dateret den 31. maj 2007 indeholder Føroya Bankis vedtægter, årsregnskaber for 2004, 2005 og 2006, kvartalsregnska-
ber for 1. kvartal 2006 og 2007 samt vilkårene for køb af aktier.

For bindende ordrer indleveres købsblanketten til ordregivers eget kontoførende pengeinstitut eller fondsmægler-

selskab i udfyldt og underskrevet stand i så god tid, at det kontoførende pengeinstitut har mulighed for at behandle 

og videresende ordren, således at den er Handelsbanken Capital Markets i hænde senest den 19. juni 2007 kl. 17.00 

(dansk tid). Købs-/interessetilkendegivelser på mere end DKK 2 mio. i kursværdi skal afgives til Handelsbanken Capital Markets, 
eventuelt ved brug af denne blanket.

Købstilbud (kursværdi til og med DKK 2 mio.) afgives som bindende ordre

På vilkår som anført i prospektet dateret den 31. maj 2007 afgiver jeg/vi herved tilbud om køb af aktier i P/F Føroya Banki. 
Jeg/vi accepterer, at Handelsbanken Capital Markets kan kræve oplysning om mit/vort navn og adresse og er berettiget til at 
videregive denne information til P/F Føroya Banki. Jeg/vi forpligter mig/os til at betale modværdien af tildelte aktier til den 
fastsatte udbudskurs.

Felt  ➀  eller  ➁  udfyldes:

➀  Antal aktier:   ➁   For DKK:                          

#

Overstiger de samlede købsordrer det udbudte antal aktier, vil der ske reduktion som anført i prospektet, jf. afsnittet 
”The Offering”. Afgivelse af ordrer eller interessetilkendegivelser sikrer ikke, at der sker tildeling.
  
Registrering af aktierne i Værdipapircentralen (VP) sker mod betaling, hvilket forventes at fi nde sted senest den 26. juni 2007.

Købstilkendegivelser (kursværdi større end DKK 2 mio.) afgives som led i bookbuilding-metoden

Investortype (sæt ét kryds):

___ Bank, sparekasse, kreditinstitut

___ Børsmægler

___ Forsikringsselskab

___ Porteføljemanagere og øvrige institutionelle investorer

___ Fonde, investeringsforeninger

___ Pensionskasse

___ Anden erhvervsvirksomhed

___ Privatperson

___ Anden (anfør hvilken):

På vilkår som anført i prospektet dateret den 31. maj 2007 
afgiver jeg/vi herved tilbud om køb af aktier i P/F Føroya 
Banki. Jeg/vi accepterer, at jeg/vi i udbudsperioden løbende 
kan ændre eller trække interessetilkendegivelser tilbage, 
men er bundet af købsordren ved udløb af udbudsperioden. 
Jeg/vi accepterer, at købsblanketten samt navn og adresse vi-
deregives til P/F Føroya Banki og Handelsbanken Capital Mar-
kets. Ordrer/interessetilkendegivelser kan afgives med angiv-
else af en eventuel maksimumkurs. Fastsættes udbudskursen 
højere end den anførte maksimumkurs, vil ordregiver ikke 
blive tildelt aktier.

Felt  ➀  eller  ➁  udfyldes:

➀  Antal aktier: Eventuel maksimumkurs: 
 
➁  For DKK:  



Oplysninger og underskrift

Navn: VP-konto nr.:

Adresse:   Konto til afregning:

Postnr. og by: Kontoførende institut:

Telefon:  Ordren er indleveret gennem:
 
Land:  Reg. nr: CD-ident:
 
Dato:  Dato: Tlf. nr.:

  

  
  
Underskrift: Firmastempel/underskrift

Oprettelse af ny VP-konto

Denne rubrik udfyldes i forbindelse med oprettelse af ny VP-konto og eventuelt tilhørende afkastkonto.

CPR/CVR/Org. nr.:

Afkast-/gebyrkonto:

Telefon:

Stilling:

Navn:

Gade:

Postnr. By: Land:

Aktierne ønskes noteret på navn (sæt kryds) 



P/F Føroya Banki

Húsagøta 3
FO-110 Tórshavn

Faroe Islands 

Legal Advisors to Føroya Banki

As to Faroese and Danish law

Dania Law

Bredgade 49
DK-1260 Copenhagen K

Denmark

Legal Advisors to the Global Coordinator

 As to Danish law As to Icelandic law

 Kromann Reumert BBA // Legal 

 Sundkrogsgade 5 Skógarhlíð 12
 DK-2100 Copenhagen Ø 105 Reykjavík
 Denmark  Iceland

Auditors to Føroya Banki

 SPEKT Rasmussen & Weihe

 Staravegur 17 Á Glaðsheyggi
 FO-100 Tórshavn FO-100 Tórshavn
 Faroe Islands Faroe Islands 
 Correspondent Firm
 of KPMG International,
 a Swiss cooperative
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