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INVESTKREDIT FUNDING LIMITED

REPORT OF THE DIRECTORS

The Directors present their report and the audited financial statements for the year ended 31% December 2012.

INCORPORATION

The Company was incorporated in Jersey, Channel Islands on 18" October 2002.

ACTIVITIES AND POST BALANCE SHEET EVENTS

The principal activity of the Company is the issue of Limited Recourse Notes (the "Notes") in separate series to the
value of up to EUR100,000,000. To date, the Company has made one issue of Notes in an amount of EUR50,000,000.
The proceeds of this issue were used to purchase a Certificate of Deposit from Investkredit International Bank plc. The
amount of Certificate of Deposit has been used by Investkredit International Bank plc to purchase Ergéinzungskapital
Notes (“EKN™) issued by Osterreichische Volksbanken—Aktiengesellschaft (“OVAG”), in Vienna, Austria. The market
for the Notes issued by the Company is limited to highly sophisticated investors who understand the risks and rewards
associated with the unpredictable cash flows arising therefrom. The Company's Notes are dually listed on the Vienna
Stock Exchange and the Frankfurt Stock Exchange.

Since the Financial Statements for the year ended 31 December 2011, the following activities took place:

1)

2)

4)

5)

On the 22" May 2012, OVAG and the Company announced a scheme of arrangement to amend the conditions
& repurchase the 11m1ted recourse notes from the note holders at an agreed price. This scheme was withdrawn
on the 14" June 2012.

On 14 June 2012, OVAG" and the Company announced that OVAG was inviting holders of the €50,000,000
subordinated non-cumulative limited recourse notes (ISIN: DE0009576108 and WKN: 957 610) issued by
Investkredit on 28 November 2002 (the "Notes") to offer to sell any and all of their Notes to OVAG for cash
(the "Invitation"). The terms and conditions of the Invitation are set out in the Invitation Memorandum dated
14 June 2012 (the "Invitation Memorandum"). The Invitation expired at 5 p.m., CET, on 28 June 2012.

OVAG accepted for purchase all Notes validly offered for sale. Accordingly, OVAG accepted for purchase
€24,931,000 in aggregate nominal amount of the Notes. Noteholders whose offers to sell have been accepted
by OVAG received €400 per €1,000 nominal amount of the Notes and the Accrued Interest Payment, on the
settlement date. The settiement of the repurchased notes was made on the 4™ July 2012.

Following the completion of the Invitation, the aggregate nominal amount of the Notes that remained
outstanding was €25,069,000.

On 5™ October 2012 an agreement was reached between OVAG, Investkredit International Bank plc and the
Company to cancel a nominal amount of €24,931,000 of Notes which were repurchased by OVAG. Following
the completion of the cancellation, the aggregate nominal amount of the Certificate of Deposit that remained
outstanding was €25,069,000.

On 18 December 2012, OVAG issued a public announcement stating that the Company will be unable to pay
interest on the Limited Recourse Notes Payable from the year ending 31 December 2012.

This decision has resulted in an impairment of the Company’s available-for-sale asset held and a write down
in the Notes issued by the Company as disclosed in notes 2 and 5, respectively.

On 25" February 2013, Investkredit International Bank plc transferred the ownership of the outstanding
€25,069,000 EKN issued by OVAG to the Company and cancelled the same amount of Certificate of Deposit
between the Company and Investkredit International Bank plec.

On 15® March 2013, Investkredit International Bank plc transferred the share capital in the Company to its
parent company, OVAG.
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INVESTKREDIT FUNDING LIMITED

REPORT OF THE DIRECTORS (continued)
BUSINESS REVIEW

The profit for the year before fair value adjustments for available-for-sale financial assets amounted to EUR 4,217
(2011: EUR 17,724).

The Directors do not recommend a dividend for the year. (2011: nil)

The results for the year are shown in the Statement of Comprehensive Income (page 7). No other material events have
occurred in the year end to 31 December 2012 other than the activities as noted above.

PRINCIPAL RISKS AND UNCERTAINTIES

The key risks to the business relate to the use of financial instruments. The specific risks arising from the Company’s
use of financial instruments and the directors’ strategies to manage those risks are discussed in Note 12.

DIRECTORS
The Directors who held office during the year and to date are:-

N. Curmi

D. Godwin (resigned 23" May 2012)

W. Anscheringer (resigned 23™ May 2012)
F. Chesnay (appointed 23™ May 2012)

H. Skok (appointed 23" May 2012)

INDEPENDENT AUDITORS
KPMG Channel Islands Limited have expressed their willingness to continue in office as the Company’s auditors.

REGISTERED OFFICE

22 Grenville Street, St. Helier
Jersey, Channel Islands, JE4 8PX

BY ORDER OF THE BOARD

Authorised Signatory
State Street Secretaries (Jersey) Limited
Secretary

Date: \gm ;Pi‘?‘(\\ ZO \'3

b~
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INVESTKREDIT FUNDING LIMITED

STATEMENT OF DIRECTORS' RESPONSIBILITIES IN RESPECT OF THE FINANCIAL
STATEMENTS

The directors are responsible for preparing the financial statements in accordance with applicable law and International
Financial Reporting Standards.

Company law requires the directors to prepare financial statements for each financial year which gives a true and fair
view of the state of affairs of the company and of the profit or loss of the Company for that year. In preparing these
financial statements, the directors are required to:

e select suitable accounting policies and then apply them consistently;
e make judgements and estimates that are reasonable and prudent;

e state whether applicable accounting standards have been followed, subject to any material departures disclosed and
explained in the financial statements; and

e prepare the financial statements on a going concern basis unless it is inappropriate to presume that the Company
will continue in business.

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy, at any
time, the financial position of the Company and to enable them to ensure that the financial statements comply with the
Companies (Jersey) Law 1991. They are also responsible for safeguarding the assets of the Company and hence for
taking reasonable steps for the prevention and detection of fraud, errors and other irregularities.

STATEMENT OF PERSONS RESPONSIBLE WITHIN THE ISSUER

With regard to Regulation 2004/10/EC of the European Union (the “EU Transparency Directive”), the Directors of the
Company whose names appear on page 2 confirm to the best of their knowledge that the financial statements for the
year ended 31¥ December 2012 give a true and fair view of the assets, liabilities, financial position and profit or loss of
the Company as required by the applicable accounting standards. The Report of the Directors gives a fair review of the
development of the Company’s business, financial position and the important events that have occurred during the
financial period and their impact on the financial statements. The principal risks and uncertainties faced by the
Company are disclosed on page 2 and note 12 of these financial statements.

Signed on behalf of the Board of Directors

&

Name: F(O\:\(/o S O~ M
Dae | e\ ZovE
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KPMG Channel Islands Limited
37 Esplanade

St Helier

Jersey JE4 8BWQ

Channel Islands

Independent auditor’s report to the members of
Investkredit Funding Limited

We have audited the financial statements of Investkredit Funding Limited for the year ended 31
December 2012 which comprise the Statements of Financial Position, the Statement of
Comprehensive Income, the Statment of Changes in Equity, the Statement of Cash Flows and
the related notes. The financial reporting framework that has been applied in their preparation is
applicable law and International Financial Reporting Standards.

This report is made solely to the company’s members, as a body, in accordance with Article
113A of the Companies (Jersey) Law 1991. Our audit work has been undertaken so that we
might state to the company’s members those matters we are required to state to them in an
auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the company and the company’s members
as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibilities set out on page 3, the
directors are responsible for the preparation of the financial statements and for being satisfied
that they give a true and fair view. Our responsibility is to audit, and express an opinion on, the
financial statements in accordance with applicable law and International Standards on Auditing
(UK and Ireland). Those standards require us to comply with the Auditing Practices Board’s
Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial
statements sufficient to give reasonable assurance that the financial statements are free from
material misstatement, whether caused by fraud or error. This includes an assessment of:
whether the accounting policies are appropriate to the company’s circumstances and have been
consistently applied and adequately disclosed: the reasonableness of significant accounting
estimates made by the directors; and the overall presentation of the financial statements. In
addition, we read all the financial and non-financial information in the Annual Report to
identify material inconsistencies with the audited financial statements. If we become aware of
any apparent material misstatements or inconsistencies we consider the implications to our
report.



e

KPMG Channel Islands Limited
37 Esplanade

St Helier

Jersey JE4 BWQ

Channel Islands

Independent auditor’s report to the members of
Investkredit Funding Limited (continued)

Opinion on financial statements

In our opinion the financial statements:

¢ give a true and fair view of the state of the company’s affairs as at 31 December 2012 and of
its profit for the year then ended;

* have been properly prepared in accordance with International Financial Reporting Standards;
and

* have been prepared in accordance with the requirements of the Companies (Jersey) Law
1991.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies (Jersey)
Law 1991 requires us to report to you if, in our opinion:

* adequate accounting records have not been kept by the company; or
o the financial statements are not in agreement with the accounting records; or

* we have not received all the information and explanations we require for our audit.

AP _—

Andrew P. Quinn

for and on behalf of KPMG Channel Islands Limited
Chartered Accountants and Recognized Auditors

18 April 2013

Notes:

® The maintenance and integrity of the websites on which the financial statements are published is the
responsibility of the directors; the work carried out by auditors does not involve consideration of
these matters and accordingly, KPMG Channel Islands Limited accepts no responsibility for any
changes that may have occurred to the financial statements or our audit report since 18 April 2013.
KPMG Channel Islands Limited has carried out no procedures of any nature subsequent to 18 April
2013 which in any way extends this date.

® Legislation in Jersey governing the preparation and dissemination of financial statements may differ
from legislation in other jurisdictions. The directors shall remain responsible for establishing and
controlling the process for doing so, and for ensuring that the financial statements are complete and
unaltered in any way.
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INVESTKREDIT FUNDING LIMITED

STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2012

ASSETS

Non Current Assets
Available-for-sale financial asset
Current Assets

Trade and Other Receivables
Cash and Cash Equivalents

TOTAL ASSETS

EQUITY AND LIABILITIES
Capital and Reserves

Issued Share Capital

Retained Earnings

Fair Value Reserve

Total Shareholders’ Equity
Non-Current Liabilities
Limited Recourse Notes Payable

Current Liabilities

Trade and other Payables

TOTAL EQUITY AND LIABILITIES

Notes

W

2012 2011 2010
EUR EUR EUR
(restated) (restated)

8,596,160 15,335,000 50,000,000
11,422 11,693 3,825
112,377 104,030 97,624
8,719,959 15,450,723 50,101,449
10,000 10,000 10,000
92,678 88,461 70,737

- (34,665,000) -

102,678 (34,566,539) 80,737
8,596,160 50,000,000 50,000,000
21,121 17,262 20,712
8,719,959 15,450,723 50,101,449

Approved and authorised for issue by the Directors on the \ & day of April

Director:

(The notes on pages 11 to 22 form part of these financial statements)

2013.
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INVESTKREDIT FUNDING LIMITED

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31* DECEMBER 2012

INCOME

Interest Income
Gain on Limited Recourse Notes Payable

EXPENDITURE

Loss on available-for-sale financial asset

Interest expense to holders of Limited Recourse Notes
Expenses incurred on cancellation of Limited Recourse
Notes Payable

Administration Fees

Professional Fees

Audit fees

Other Expenses

Profit for the year
OTHER COMPREHENSIVE INCOME
Fair value loss on available-for-sale financial asset

Total comprehensive income/ (loss) for the year

Continuing operations

Notes
2012 2011
EUR EUR
(restated)
1,141,023 1,555,655
5 33,986,867 .
35,127,890 1,555,655
2 33,849,747 B
1,101,192 1,509,518
137,120 -
8,745 8,038
6,681 5,167
15,508 11,495
4,680 3,713
35,123,673 1,537,931
4,217 17,724
2 - (34.665,000)
4,217 (34,647.276)

All items dealt with in arriving at the profit for the year ended 31% December 2012 relate to continuing

operations.

(The notes on pages 11 to 22 form part of these financial statements)
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INVESTKREDIT FUNDING LIMITED

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31* DECEMBER 2012

Balance at 31 December 2010

Profit for the year

Other comprehensive income

Balance at 31 December 2011 - restated
Profit for the year

Fair value reversal attributable to the
cancellation of available-for-sale
financial asset

Fair value reserve recycled to profit or

loss due to impairment of available-for-
sale financial asset

Balance at 31 December 2012

Share Retained Fair Value Total
Capital Earnings Reserve

EUR EUR EUR EUR
10,000 70,737 - 80,737
- 17,724 - 17,724

- - (34,665,000) (34,665,000)
10,000 88,461 (34,665,000) (34,566,539)
E 4217 - 4217

- - 17,284,662 17,284,662

- - 17,380,338 17,380,338
10,000 92,678 - 102,678

(The notes on pages 11 to 22 form part of these financial statements)
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INVESTKREDIT FUNDING LIMITED

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31* DECEMBER 2012

2012

Note EUR
Cash flows from operating activities
Profit for the year 4,217
Adjustments for:
Loss on Available-for-sale financial asset 2 33,849,747
Gain on Limited Recourse Notes Payable 5 (33,986,867)
Expenses incurred for cancellation of Limited
Recourse Notes Payable 137,120
Interest income (1,141,023)
Interest expense 1,101,192
Increase in trade and other receivables @n
Increase/ (Decrease in trade and other payables 4,242
Net cash outflow from operating activities
Cash flows from investing activities
Interest received 1,141,342
Net cash inflow from investing activities
Cash flows from financing activities
Limited Recourse Notes interest paid (1,101.576)

Net cash outflow from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of
the year

Cash and cash equivalents at the end of the
year

(W3]

2011

EUR

17,724

(1,555,655)

1,509,518

(7,350)

(3,968)
(31,419)

1,555,137

1,141,342

(1,509,000)
(1,101,576)
8,347
104,030
112,377

(The notes on pages 11 to 22 form part of these financial statements)

(39,731)

1,555,137

(1,509,000)

6,406

97,624

104,030
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INVESTKREDIT FUNDING LIMITED

Notes to the Financial Statements

For the Year Ended 31 December 2012

10.

11.

12.

13.

14.
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Available-for-sale financial asset
Cash and Cash Equivalents
Trade and Other Receivables
Limited Recourse Notes Payable
Issued Share Capital

Trade and Other Payables
Taxation

Operating Segment

Holding Company

Related Parties

Financial Instruments

Key Management Personnel

Subsequent Events

Page
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INVESTKREDIT FUNDING LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31* DECEMBER 2012

1. ACCOUNTING POLICIES

These financial statements have been prepared on a going concern basis, under the historical cost convention (except
for the revaluation of certain financial assets to fair value as noted below) and in accordance with International
Financial Reporting Standards (“IFRS”) adopted by the International Accounting Standards Board and interpretations
issued by the International Financial Reporting Interpretations Committee. The more significant accounting policies
used are set out below.

Use of estimates and judgements

The preparation of financial statements in accordance with International Financial Reporting Standards requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statements and the reported amounts of income and
expense during the year. Actual results could differ from those estimates.

The directors believe that the primary area of uncertainty or judgement in applying accounting policies are those related
to the estimation of the fair values of the Company’s financial instruments as set out in Note 12. The directors had to
exercise judgement in evaluating (a) whether the fair value changes to the available-for-sale financial assets result in an
impairment in the available-for-sale financial asset in whole or in part; and (b) whether the fair value changes arising
from the changes to estimated cash flows on the available-for-sale financial asset affect the estimated cash flows on the
Notes.

In the directors’ view, the announcement made by OVAG on 18 December 2012 is a loss event that resulted in a
change in the estimated cash flows on the available-for-sale financial asset. The directors have therefore recognised
fair value adjustment on the available-for-sale financial asset within the profit and loss account based on the change in
cash flows due to missed interest payments. Given the limited recourse nature of the Notes, the changes to the cash
flows on the available-for-sale financial asset had an equivalent effect on the carrying value of the Notes.

Change in accounting policy - classification of the investment in Certificate of Deposit as an available-for-sale
(“AFS”) financial asset (previously classified within loans and receivables (“LAR”))

IAS 39.9(c) states that the category of LAR excludes financial assets "for which the holder may not recover
substantially all of its initial investment, other than because of credit deterioration, which shall be classified as available
for sale”. The rationale for classifying the investment in the Certificate of Deposit in previous years under the
classification of LAR was based on an interpretation of the relevant accounting standards at inception and at the end
of each subsequent financial period. Interpretations of accounting standards are evolving and the German Financial
Reporting Enforcement Panel (“German Regulator”), as financial reporting enforcement body under the German
Commercial Code, brought to the attention of the Board that in its opinion an accounting treatment based on the
classification of this asset as AFS would be more appropriate. The Board considered the possible accounting treatments
and considered it appropriate to change its accounting treatment of its financial assets based on the clarifications of the
interpretation provided by the German Regulator.

1t is the Directors’ understanding that, although different interpretations of the relevant provisions of 1AS 39 may have
existed in the market place as at the date of initial recognition and subsequently, its interpretation of IAS 39.9(c) was
previously widely accepted. However, in August 2012 the Directors became aware that a body known as the "EECS
(EECS is a forum which brings together all EU National Enforcers of financial information) had agreed upon a
different interpretation of the relevant provisions of 1AS 39. Under the EECS’ interpretation, financial instruments with
coupons that are conditional upon sufficient distributable profits at the issuer and with principal amounts that may be
reduced by the occurrence of losses at the issuer are required to be classified as AFS financial assets by the holders of
such financial assets. In the Directors’ opinion, this represents a change in accounting practice requiring a consequent
change in classification of the investment in the Certificate of Deposit in the financial statements of the Company.
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