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Euro million 2014 2013 2012
Statement of financial position 1)

Total assets 15,125 20,904 27,640
Loans and advances to customers 4,134 7,081 10,040
Amounts owed to customers 1,825 2,148 2,542
Debts evidenced by certificates 3,296 7,085 9,935
Subordinated liabilities 493 555 621

Own funds according to Basel III for the VB Holding eGen credit institutionsgroup 2)

Common equity tier 1 capital (CET1) 543
Additional tier 1 capital (AT1) 0

Tier 1 capital (T1) 543
Tier 2 capital (T2) 699

Own funds 1,243
Risk weighted exposure amount – credit risk 6,557
Total risk exposure amount market risk 680
Total risk exposure amount operational risk 660
Total risk for credit valuation adjustment 852
Total risk exposure amount 8,749

Common equity tier 1 capital ratio 3) 6.2%
Tier 1 capital ratio 3) 6.2%
Equity ratio 3) 14.2%
Income statement 4)

Net interest income 203.0 188.6 222.1
Risk provisions –37.6 –23.5 –366.9
Net fee and commission income 20.3 30.2 58.2
Net trading income 26.7 8.4 32.2
General administrative expenses –247.1 –249.8 –261.5
Restructuring cost –35.5 0.0 0.0
Other operating result –82.4 156.7 755.2
Income from financial investments –45.9 –48.9 26.9
Income from companies measured at equity 8.0 0.5 –0.3
Income from discontinued operation –275.2 –111.3 47.1

Result before taxes –465.7 –49.0 513.0
Income taxes –13.3 –24.4 –66.2

Result after taxes –479.0 –73.4 446.8
Non-controlling interest –20.6 –26.6 –28.1
Consolidated net income –499.6 –100.0 418.7

Key ratios 4)

Operating cost-income-ratio 98.9% 109.9% 83.7%
ROE before taxes –20.5% 5.2% 65.6%
ROE after taxes –21.9% 3.2% 56.5%
ROE consolidated net income –28.4% 1.1% 75.5%
ROE before taxes (regulatory) –72.6% 6.8% 38.6%

Resources 4)

Staff average 1,675 1,877 1,960
of which domestic 1,073 1,122 1,178
of which abroad 602 755 782

Staff at end of period 1,317 1,853 1,912
of which domestic 1,035 1,101 1,137
of which abroad 282 752 775

Number of sales outlets 1 2 2
of which domestic 1 1 1
of which abroad 0 1 1

1) The comparative figures of 2012 were adjusted according to IAS 8.
2) Starting with 1 January 2014, own funds are calculated according to Basel III for the VB Holding eGen Group of credit institutions. Before the figures were based

on Basel II regulations and computed for the VBAG Group of credit institutions. As a comparison would be of limited information, no comparative figures were
displayed.

3) In relation to total risk
4) The comparative figures of 2013 and 2012 were adjusted according to IFRS 5.

The operating cost-income-ratio is the ratio between net interest income, net fee and commission income, net trading income and general administrative expenses.
All ratios were displayed without including discontinued operation or disposal group.

KEY FIGURES OF VOLKSBANK AG
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2014 was a dramatic year in the history of Österreichische Volksbanken-AG. We set
a new course for the future, which will involve splitting up VBAG and turning it into a
winding down company. 

These decisions had become necessary because the conditions needed to ensure the
company's continued existence as a bank were no longer in place. In the view of the
VBAG Managing Board, the future of the entire Association of Volksbanks was in danger
without a major change in strategy. The VBAG Managing Board had already stated in
the 2013 annual report that the regulatory capital requirements could only be met in
the medium term if VBAG/the association were supplied with additional equity, if
VBAG/the association were to become able to issue bonds in the short term, or if the
capital requirements were reduced. None of these requirements for VBAG continuing
as a going concern came to pass over the past business year.

In order, nevertheless, to put the Association of Volksbanks on a sound footing for the
future, we took some fundamental decisions in autumn 2014 and presented a
comprehensive plan for reorganising the association. This consists of two parts. The
first part of the plan is to transfer VBAG's functions as the central organisation and
top institution to Volksbank Wien-Baden, followed by the final winding down of the
remainder of VBAG. Part two is the restructuring of the Association of Volksbanks, which
will involve merging the more than 40 Volksbanks into eight large regional banks that
will be able to operate on the capital markets in the medium-term future.

The planned measures – including the division of VBAG, the merger of the spun-off
part of VBAG with Volksbank Wien-Baden and the reorganisation of the Association
of Volksbanks – are all currently being examined and remain subject to approval by
the banking regulator, the European Commission and other authorities and institutions.

The appropriateness and necessity of the planned restructuring was shown by the results
of the stress test conducted by the European Banking Authority, which revealed an
aggregated capital shortfall of euro 865 million by 2016 under the economic stress
scenarios. The ECB thereby confirmed the forecast of the VBAG Managing Board that
the Association of Volksbanks will require equity capital in the medium term.

The extremely successful reduction of legacy issues in the last two years has created
the material basis for a voluntary liquidation of VBAG. VBAG now has a sufficient capital
base to be wound down without any further burden to the taxpayer or additional funds
being injected by the owners. 

On 23 December 2014, the AGM of VBAG resolved unanimously to turn VBAG into a
winding down company. As a preparatory measure valuation losses were recognised
in 2014, which contributed substantially to the negative annual result of the single entity
of euro –888 million.

Extensive and intensive preparatory work for VBAG's division and winding down was
undertaken in the fourth quarter of 2014. This will be continued in the first half of 2015.
The legal split-up of VBAG, the merger of the spun-off part of the business with
Volksbank Wien-Baden, the surrender of VBAG's banking licence and its departure from
the Association of Volksbanks are planned for mid-2015.

In order for the Association of Volksbanks to operate at considerably lower costs in
future, the responsibilities of the top institution need to be scaled back in the course
of transferring management and service functions to Volksbank Wien-Baden. At the
same time, the staffing requirements for the remainder of VBAG will also need to be
adjusted in light of its future role as a winding down company. This means radically

INTRODUCTION FROM THE CHIEF EXECUTIVE OFFICER

Stephan Koren
CEO and 
Chairman of the 
Managing Board
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reducing the number of staff employed by VBAG. Employment relationships with 180
staff members will therefore be terminated in the first half of 2015 under the existing
redundancy programme.

Many of the colleagues departing the company have actively shaped the changes we
have seen over the last few years and have shown great commitment to the Association
of Volksbanks. I would like to thank them on behalf of the entire Managing Board for
their outstanding work and sincerely hope that they will all be able to make a new start
in a different environment as soon as possible.

I very much hope that those who will be taking on roles in the new central
organisation/Volksbank Wien-Baden will show the same dedication to the association
in its new form as they have to VBAG.

Vienna, in April 2015

Stephan Koren
CEO and Chairman of the Managing Board



1. The Supervisory Board of Österreichische Volksbanken-Aktiengesellschaft (the
“COMPANY” or “VBAG”) held five ordinary meetings and six extraordinary meetings
during the 2014 business year. During these meetings and in other discussions and
committees, the Board examined management’s actions to verify that they were lawful,
expedient, and cost effective, and it also reviewed the COMPANY’s position,
performance and proposed business policies.

The Supervisory Board acknowledged the reports from the COMPANY’s Managing
Board and adopted the necessary resolutions.

The chairs of the Supervisory Board’s committees regularly reported to the Supervisory
Board on the work of their committees. This gave the Supervisory Board sufficient
opportunity to fulfil its duty to stay informed about and oversee the work of the Managing
Board.

The Supervisory Board has formed the following committees: Approvals Committee,
Audit Committee, Risk Committee, Remuneration and Nomination Committee,
HR Committee and Working Committee.

2. The Approvals Committee met on four occasions during 2014 to deal with investments
and equity participations falling within its area of competence.

The Audit Committee met on three occasions during 2014 to review the audit of both
the financial statements and the consolidated financial statements, and to monitor the
internal control system, the internal audit system and the risk management system.
During the four meetings it held in 2014, the Risk Committee looked in detail at risk
issues, risk strategy and the current risk position of the COMPANY and other significant
Group companies.

The Remuneration and Nomination Committee met on two occasions in 2014 to discuss
remuneration policy at VBAG and in the Association of Volksbanks, the annual review
of remuneration issues, annual appraisals of members of the Managing and
Supervisory Boards, assessment and succession planning for the Managing and
Supervisory Boards, the selection process for senior management and the target ratio
for whichever gender is under-represented on the Managing and Supervisory Boards.

The HR Committee held one meeting in 2014, in which it dealt with the acceptance of
a managing and supervisory board position at non-Group companies by a Managing
Board member and recommended that the Supervisory Board grant the necessary
approval.

The Working Committee is responsible for making decisions in urgent cases when the
decision cannot wait until the next meeting of the Supervisory Board. This authority
essentially covers matters that fall under the Supervisory Board’s remit. The Working
Committee did not need to be convened in 2014.

3. During business year 2014, the Supervisory Board grappled extensively with the
COMPANY’s situation and with possible measures to restructure the Association of
Volksbanks and the COMPANY. In particular, at each meeting and in its various
committee meetings during the 2014 business year, the Supervisory Board discussed
Managing Board reports on current risks and earnings, sought advice on these issues
and received information on progress with the winding down of the non-core portfolio
– particularly the sale process for Volksbank Romania – and on key projects connected
to the Association of Volksbanks in accordance with section 30a of the Austrian Banking

REPORT OF THE SUPERVISORY BOARD
of Österreichische Volksbanken-Aktiengesellschaft pursuant to section 96 of the Austrian Stock Corporation Act
(Aktiengesetz) for the 2014 business year
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Act. In the 2014 business year the Managing Board also kept the Supervisory Board
informed of regulatory requirements at national and EU level and their implementation
at VBAG and in the Association of Volksbanks. 

With regard to increasing capital requirements and the EU-wide comprehensive
assessment conducted by the European Central Bank, which revealed a shortfall in
capital that the Austrian Association of Volksbanks will need to close in the next few
years, the Managing Board examined various alternative scenarios for the future of the
banking association pursuant to section 30a of the Austrian Banking Act (BWG). The
only practicable solution identified was to reorganise VBAG's structures in such a way
that the assets assigned to the part of VBAG that is to be wound down will be fully
liquidated, and the banking licence surrendered, while VBAG's duties as the central
organisation and central institution will be transferred to Volksbank Wien-Baden as the
new central organisation for the Austrian Association of Volksbanks. After thoroughly
discussing the issues and obtaining advice, the Supervisory Board noted and endorsed
this plan to restructure the Association of Volksbanks and reorganise VBAG's structures
and approved the capital plan that was drawn up. Shareholders granted their approval
for this in a resolution passed at the extraordinary general meeting on 23 December
2014 regarding a change in the business model with the aim of creating a company
in wind-down in accordance with section 162 of the Federal Act on the Recovery and
Resolution of Banks, subject to approval from the regulatory authorities and the
European Commission, and instructed the Managing Board to take appropriate
preparatory steps. This restructuring of the Association of Volksbanks is expected to
be completed by mid-2015. The Managing Board reports to the Supervisory Board
regularly on the progress and current status of the project.

4. THE VBAG financial statements as at 31 December 2014 (the “FINANCIAL
STATEMENTS”) including the management report and notes, and the consolidated
financial statements as at 31 December 2014 (the “CONSOLIDATED FINANCIAL
STATEMENTS”) including the Group management report, were audited by KPMG Austria
GmbH Wirtschaftsprüfungs- und Steuerberatungsgesellschaft (“KPMG”) and, no
grounds for objection having been found, received an unqualified audit opinion. Without
qualifying its audit opinion, KPMG referred to the Managing Board’s remarks in the
notes regarding the ability to continue as a going concern and, in particular, the
implementation of the measures planned under the capital plan, the risks associated
with the accelerated winding-down of assets and liabilities and existing country risks.

5. Waldemar Jud Corporate Governance Forschung CGF GmbH was commissioned
to audit the Corporate Governance Report. The final outcome of this audit found no
material grounds for objection. The audit also confirmed that the Corporate
Governance Report was prepared in accordance with the proposed structure
presented in Annex 2 of the Austrian Corporate Governance Code (as amended in July
2012) and thus complies not only with formal requirements under the Austrian Corporate
Governance Code, but also with additional requirements as regards content.

6. The Supervisory Board acknowledged the report submitted by the Managing Board
and, following a review by the Audit Committee, examined the FINANCIAL
STATEMENTS, including the management report, and the CONSOLIDATED FINANCIAL
STATEMENTS, including the Group management report, the appendix to the audit report
in accordance with section 63 (5) and (7) of the Austrian Banking Act, and the Corporate
Governance Report in accordance with section 96 (1) of the Austrian Stock
Corporation Act. The Supervisory Board’s examination did not result in any grounds
for objections. In particular, the FINANCIAL STATEMENTS and the CONSOLIDATED
FINANCIAL STATEMENTS were deemed by the Supervisory Board to be properly
prepared. As a result, the Supervisory Board approves the FINANCIAL STATEMENTS,
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including the management report, meaning that they are now adopted in accordance
with section 96 (4) of the Austrian Stock Corporation Act, and the CONSOLIDATED
FINANCIAL STATEMENTS, including the Group management report, the appendix to
the audit report in accordance with section 63 (5) and (7) of the Austrian Banking Act,
and the Corporate Governance Report. The Supervisory Board also agrees with the
results of the audit, which were discussed in detail with KPMG in the Audit Committee.

7. Since the FINANCIAL STATEMENTS show a loss, the VBAG Managing Board has
made no recommendation as to the appropriation of funds. The VBAG Supervisory
Board has also not passed a corresponding resolution, since the FINANCIAL
STATEMENTS do not report a profit.

8. The Supervisory Board notes that the COMPANY complied with the objectives set
out in section 2 of the Articles of Association and as mandated by its shareholders.

9. The Supervisory Board would like to thank the Managing Board and all employees
for their continued commitment and ongoing dedication in this difficult economic
environment.

Vienna, April 2015

On behalf of the Supervisory Board of 
Österreichische Volksbanken-Aktiengesellschaft:

Klaus LIEBSCHER, born 12 July 1939,
Chairman of the Supervisory Board
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Corporate Governance Code
The Austrian Corporate Governance Code (hereinafter referred to as “Code”) provides
a framework for Austrian stock corporations to manage and supervise their operations.

The rules of the Code are based on the provisions of Austrian law on stock companies,
stock exchanges and capital markets, EU recommendations concerning the tasks
assigned to supervisory board members and directors' remuneration, as well as OECD
corporate governance guidelines. They extend beyond purely legal requirements for
stock corporations. 

The rules set out in the code are subdivided into 

• “L” rules, which are based on mandatory legal provisions, 
• “C” rules, from which companies may deviate, although they are required to provide

an explanation if they do so, and 
• “R” rules, which constitute recommendations. 

For non-listed companies such as Österreichische Volksbanken-Aktiengesellschaft
(VBAG), all L rules that are not mandatory must be interpreted as C rules according to
the preamble of the Code.

Companies voluntarily undertake to adhere to the Code.

The Code can be downloaded at www.corporate-governance.at

Commitment to comply with the rules of the Code
VBAG has undertaken to comply with the rules of the Code since 2013 with the purpose
of creating transparency regarding responsible corporate governance and corporate
control based on sustainable added value vis-à-vis shareholders, customers,
employees and other stakeholders as well as the general public.

An external body will audit the implementation of and compliance with the individual
rules of the Code on a regular basis and at least every three years. 

The most recent evaluation was conducted in 2013 by “Univ.Prof. DDr. Waldemar Jud
Corporate Governance Forschung CGF GmbH”.

VBAG complied with all L rules and C rules in 2014, with the exception of the following
C rules:

Rule 2:
The “one share one vote” principle will not be applied while the Republic of Austria
(the Austrian government) holds registered shares in the company, since it has the right
to appoint up to half of the members of the Supervisory Board (shareholder
representatives). The only entity to which it may transfer this right is FIMBAG
Finanzmarktbeteiligung Aktiengesellschaft. In the event that the Austrian government
transfers the registered shares it holds to FIMBAG, the corresponding right to appoint
up to half of the members of the Supervisory Board is also transferred. If FIMBAG later
transfers the registered shares it holds in VBAG back to the Republic of Austria (Austrian
government), its right to appoint up to half of the members of the Supervisory Board
is also transferred back to the Republic of Austria (Austrian government).

Rule 27
While undergoing restructuring, VBAG will not apply the criteria set out in Rule 27, in
conjunction with the appendix to section 39b of the Austrian Banking Act (BWG), relating
to the variable remuneration components of the Managing Board for any of the VBAG
Managing Board members.

CORPORATE GOVERNANCE REPORT OF 
ÖSTERREICHISCHE VOLKSBANKEN-AKTIENGESELLSCHAFT
subject to Section 243b of the Austrian Commercial Code (UGB) and Rules 60 and 61 of the Austrian Corporate
Governance Code
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Rule 45:
In respect of Ms Althaler, Mr Klaus Liebscher and Mr Franz Zwickl, who hold positions
on the supervisory boards of other banks and financial services institutions, VBAG will
deviate from the rule stating that members of the Supervisory Board may not assume
functions on the boards of other enterprises that are competitors of the company. This
gives VBAG access to sector-specific expertise and experience in carrying out the
control functions of the Supervisory Board, which is beneficial to the company.

Rule 74:
VBAG deviated from the rule stating that a corporate calendar containing all dates
relevant to investors and other stakeholders must be published at least two months
before the start of the new business year. This was published in January 2015 once
all relevant dates had been fixed.

Information on the Managing Board

Composition of the Managing Board in 2014
(C Rule 16, Code)

• Stephan Koren, born 14 December 1957, appointed for the period from 3 September
2012 until 31 August 2017 (Chairman)

• Michael Mendel, born 13 June 1957, appointed for the period from 1 January 2009
until 31 December 2016 (Deputy CEO)

• Christoph Raninger, born on 3 February 1972, appointed for the period from 15
February 2013 until 28 February 2017

• Rainer Borns, born 7 August 1970, appointed for the period from 6 August 2012
until 31 July 2016

Managing Board working methods
The work of the Managing Board members is governed by the Managing Board's rules
of procedure. The allocation of business decided by the Managing Board is subject
to approval by the Supervisory Board. The rules of procedure govern the responsibilities
and regulations relating to powers of representation for members of the Managing Board
and the areas where approval must be obtained from the Supervisory Board pursuant
to a list of transactions requiring approval. 

Members of the Managing Board must act with the level of diligence appropriate to a
management position. In particular, they must ensure that VBAG meets its obligations
as the central organisation of a banking association (section 30a of the Austrian Banking
Act) and that the company and associated banking institutions comply with the directives
established by the banking association agreement.

The Managing Board holds a regular (weekly) meeting, where members report on current
business performance, adopt resolutions and make decisions on matters of strategic
importance to the company. In addition, in between meetings, members share
information about relevant events on an ongoing basis. 

The Managing Board provides the Supervisory Board with regular, timely and
comprehensive information on all matters relevant to business development, including
the Group's risk position and risk management. The Chairman of the Supervisory Board
is also in regular contact with the Chairman of the Managing Board to discuss the
company's strategy, business development and risk management.
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CEO 

Stephan Koren

born 14 December 1957, 
first appointed 3 September 2012 
mandat ends 31 August 2017

Division of responsibilities in the
Managing Board (C Rule 16, Code)
- General secretariat
- Audit
- Marketing and Communication 
- HR management 
- Legal & Compliance
- Business planning and finance 
- Credit services

Deputy-CEO

Michael Mendel

born 13 June 1957, 
first appointed 1 January 2009
mandat ends 31 December 2016

Division of responsibilities in the
Managing Board (C Rule 16, Code): 
- Strategic restructuring projects 
- Volksbank Romania
- Strategic risk management 
- Operational risk management 
- Non-core business

Holdings:
- VB Managementberatung
- VB Leasing International
- VB Real Estate Services

Supervisory board positions or similar
functions in other domestic and foreign
companies not included in the
consolidation

- RHÖN-KLINIKUM AG Bad Neustadt /
Saale (member)

- Volksbank Haftungsgenossenschaft
eG (member)

- HETA Asset Resolution AG (chairman)

Supervisory board positions or similar
functions in other domestic and foreign
companies not included in the
consolidation

- Wiener Stadtwerke Holding AG
(member)

- Österreichische Industrieholding AG
(member)

- Wüstenrot Wohnungswirtschaft
rGmbH (member)

- Volksbanken-Beteiligungsgesellschaft
m.b.H. (member)

- Volksbank Haftungsgenossenschaft
eG (member)

- Österreichische Lotterien
Gesellschaft m.b.H. (member)

COMPOSITION OF THE MANAGING BOARD 
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Member

Rainer Borns

born 3 February 1972, 
first appointed 6 August 2012
mandat ends 31 July 2016

Division of responsibilities in the
Managing Board (C Rule 16, Code)
- Implementation of section 30a of the

Austrian Banking Act 
- VB Services für Banken 
- Representing the interests 

of the bank 
- Organisation / IT 
- Volksbanks distribution channel

Holdings:
- ARZ Allgemeines Rechenzentrum

GmbH
- VB Services für Banken Ges.m.b.H.
- VB Factoring Bank AG

Memberships:
- European Association of Co-

operative Banks 
- International Confederation of

Popular Banks (CIBP)

Member

Christoph Raninger

born 3 February 1972, 
first appointed 15 February 2013
mandat ends 28 February 2017

Division of responsibilities in the
Managing Board (C Rule 16, Code)
- Strategy & Capital Measures
- Financial Markets & Group Treasury
- Capital Markets Products & Sales
- Commercial Banking

Holdings:
- Victoria-Volksbanken 

Pensionskassen AG
- Volksbank Invest Kapitalanlage

GesmbH
- Victoria-Volksbanken 

Vorsorgekasse AG
- VB Leasing Finanzierung
- Leasing West
- IMMO KAG

Supervisory board positions or similar
functions in other domestic and foreign
companies not included in the
consolidation

- Volksbank Regio Invest AG (member)
- Bank für Ärzte und freie Berufe

Aktiengesellschaft (chairman)
- ARZ Allgemeines Rechenzentrum

GmbH (chairman)
- start:bausparkasse e.Gen. (member)
- Volksbank Obersteiermark e.Gen.

(member)
- Volksbanken-Beteiligungs-

gesellschaft m.b.H. (member)
- Ergo Versicherung AG (member)
- Volksbank Haftungsgenossenschaft

eG (member)
- Volksbanken-Versicherungsdienst-

Gesellschaft m.b.H.

Supervisory board positions or similar
functions in other domestic and foreign
companies not included in the
consolidation

- Volksbank Haftungsgenossenschaft
eG (member)

- Oesterreichische Kontrollbank AG
(member)



Composition of the Supervisory Board and other supervisory board positions or
similar functions held by the Supervisory Board members in domestic and foreign
listed companies (C Rule 58)

Supervisory Board member First appointed Mandate Supervisory board positions 
ends or similar functions in other 

domestic and foreign listed 
companies

Johann Georg Schelling left on none
(Chairman until 1. September 2014) 26 April 2012 1 September
geb. 27 December 1953 2014

Klaus Liebscher posted for an indefinite none
(Chairman from 25. September 2014) indefinite period period
born 12 July 1939 commencing on

28 December 2014

Rainer Kuhnle 27 May 2004 2017 AGM none
(First Deputy Chairman) 
born 7 January 1967

Franz Zwickl 26 April 2012 2017 AGM CA Immobilien Anlagen 
(Second Deputy Chairman) Aktiengesellschaft 
born 11 November 1953 (member)

Susanne Althaler (member) 26 April 2012 2017 AGM Wiener Privatbank SE 
born 22 March 1959 (member)

Richard Ecker (member) 26 April 2012 2017 AGM none
born 22 February 1968

Markus Hörmann (member) 26 April 2012 2017 AGM none
born 19 September 1963

Birgit Noggler (member) posted for an indefinite none
born 10 September 1974 indefinite period period

commencing on 
10 September 2014

Josef Preissl (member) 26 April 2012 2017 AGM none
born 2 March 1959

Edwin Reiter (member) 24 May 2006 2017 AGM none
born 6 May 1962

Thomas Steiner (member) posted for an none
born 28 January 1980 indefinite period

commencing on 
27 February 2013

INFORMATION ABOUT THE SUPERVISORY BOARD
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Supervisory Board member First appointed Mandate Supervisory board positions 
ends or similar functions in other 

domestic and foreign listed 
companies

Works council delegates:

Hans Lang born 17 October 1953 8 June 2004 indefinite none
period

Gabriele Bauer born 7 March 1967 13 June 2013 indefinite none
period

Wolfgang Agler born 11 May 1957 25 October 2013 indefinite none
period

Hermann Ehinger 3 March 2010 indefinite none
born 12 October 1958 period

Mattäus Thun-Hohenstein 13 April 2005 indefinite none
born 22 February 1963 period

Membership of the Supervisory Board committees including (deputy) chairpersons
(C Rule 39, Code) 

Name Approvals Audit Risk Remuneration HR Working
Committee Committee Committee and Committee Committee

Nomination 
Committee

Klaus Liebscher – member member Chairman, Chairman Chairman
until until remuneration 
25 September 25 September expert
2014 2014

Rainer Kuhnle – Member – Member Member Member

Franz Zwickl – Chairman, – Member Member Member
finance expert

Susanne Althaler Mitglied – Member – – –

Richard Ecker – Member – – – –

Markus Hörmann – – – Member Member –

Birgit Noggler – Member Member – – –

Josef Preissl Member – Chairman – – Member

Edwin Reiter Chairman – Member – – –

Thomas Steiner Member – – – – –

Hans Lang Member Member – Member – Member
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Name Approvals Audit Risk Remuneration HR Working
Committee Committee Committee and Committee Committee

Nomination 
Committee

Gabriele Bauer – – – Member – –

Wolfgang Agler – – – – – –

Hermann Ehinger Member Member Member – – Member

Matthäus 
Thun-Hohenstein – – Mitglied – – –

Supervisory Board independence
(C Rule 53, Code)

Following the introduction of the Code, the VBAG Supervisory Board determined criteria
for the independence of its members based on Appendix 1 of the Code: 

Guidelines for independence

A member of the Supervisory Board is deemed to be independent if he or she has no
business or personal relationship with the company or its Managing Board that
constitutes a material conflict of interest and that might therefore influence the behaviour
of said member.

• The Supervisory Board member may not have been a Managing Board member or
senior employee of the company or a subsidiary of the company in the last five years.

• The Supervisory Board member should have no business relationship with the
company or a subsidiary company that is significant for the Supervisory Board
member, or have had one in the last year. This also applies to business relationships
with companies in which the Supervisory Board member has a significant business
interest, but not to positions on Group management bodies. The approval of
individual transactions by the Supervisory Board as per L Rule 48 does not
automatically result in being classified non-independent. 

• The Supervisory Board member may not have been an auditor of the company or
an investor in or employee of the audit firm in the last three years.

• The Supervisory Board member may not be a Managing Board member in another
company in which a Managing Board member of the company is a Supervisory Board
member.

• Membership of the Supervisory Board should not exceed 15 years. This shall not
apply to Supervisory Board members who are shareholders with entrepreneurial
interests or who represent the interests of such shareholders.

The Supervisory Board member should not be a close family relative (direct
dependent, spouse, common-law spouse, parent, uncle, aunt. sibling, niece, nephew)
of a Managing Board member or of people in any of the positions described above.

Members considered independent
(C Rule 53, Code)

All elected members of the Supervisory Board and those delegated by a shareholder
have declared their independence based on the aforementioned criteria.
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Information on the Supervisory Board's self-evaluation
(C Rule 36, Code)

In November 2014, the Supervisory Board evaluated the efficiency of its activities, in
particular its organisation and working procedures, with the help of external advisor
Univ. Prof. DDr. Waldemar Jud Corporate Governance Forschung CGF GmbH. The
findings of this self-evaluation were discussed at the Supervisory Board meeting held
on 11 December 2014. The activities of the Supervisory Board in 2015 will be informed
by the results of the self-evaluation.

Information on the work and activities of the Supervisory Board and its committees

Number of Supervisory Board meetings in the 2014 business year and report on its
activities
(C Rule 36, Code)

The Supervisory Board is required to carry out its activities in accordance with the law,
articles of association and rules of procedure. It is responsible for monitoring the
Managing Board's activities, including whether the Managing Board's activities further
the company's business purpose and benefit its members and whether VBAG is carrying
out its obligations as a central organisation under section 30a of the Austrian Banking
Act. 

The Supervisory Board convened eleven times during the 2014 business year.

In each ordinary meeting, the Supervisory Board discussed Managing Board reports
on current risks and earnings as well as information on progress made in restructuring,
on Volksbank Romania as the most important equity participation and on key projects
connected to the Association of Volksbanks in accordance with section 30a of the
Austrian Banking Act and the regulatory requirements at national and EU level. The
Supervisory Board reviewed extensively the progress made with restructuring the
Association of Volksbanks. It noted and endorsed the realignment of VBAG's structures
proposed by the Managing Board, involving fully liquidating all assets allocated to the
part of VBAG that is to be wound down, giving up VBAG's banking licence, and
transferring the assets and service units in the core business, as well as VBAG's
responsibilities as the central organisation of the Association of Volksbanks, to a new
central organisation. This restructuring is expected to be completed by mid-2015 and
is subject to approval by the regulatory authorities and European Commission.

The meetings of the Supervisory Board also regularly discussed internal audit reports.
The committee chairpersons reported on issues discussed in the various committees. 
The Supervisory Board also dealt regularly with applications submitted which required
its approval in accordance with the law, articles of association and rules of procedure.
This particularly concerned approving the sale of Volksbank Romania and of subsidiaries
of VB Leasing International in order to continue reducing risks at a swift pace.

Number and types of committees and their decision-making powers (C Rule 34), number
of committee meetings in the 2014 business year and reports on their activities (C Rule 39)

The Supervisory Board has formed six committees: the Approvals Committee, the Audit
Committee, the Risk Committee, the Remuneration and Nomination Committee, the
HR Committee and the Working Committee.
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The Approvals Committee is responsible for approving assets which exceed a certain
threshold determined by the Supervisory Board, and for approving the acquisition and
sale of investments, provided their carrying value does not exceed euro 2,000,000. The
Approvals Committee made the assessments required of it during the four meetings
it held in the 2014 business year.

The Audit Committee is responsible for
i) overseeing the accounting process;
ii) monitoring the effectiveness of the internal control system, the internal audit system

and the risk management system;
iii) supervising the audit of the financial statements and the consolidated financial

statements;
iv) verifying and monitoring the independence of the audit of the financial statements

(consolidated financial statements), including with respect to additional services
performed for VBAG and/or the Group;

v) verifying the annual financial statements and undertaking preparatory work for their
approval, verifying the proposal for the allocation of profits, verifying the
management report and Corporate Governance Report and reporting the results
of the audit to the Supervisory Board;

vi) verifying the consolidated financial statements and the Group management report;
vii) carrying out preparatory work for the Supervisory Board's recommendation on the

selection of auditor for the financial statements (consolidated financial statements).
It discussed these matters at the three meetings it held in 2014.

The Risk Committee is responsible (including at the level of the banking association
where specified by section 30a of the Austrian Banking Act) for 
i) advising management with regard to current and future risk appetite and risk

strategy;
ii) monitoring the implementation of the risk strategy in connection with the

management, monitoring and limitation of risks in accordance with section 39 (2b)
points 1-14 of the Austrian Banking Act, as well as monitoring equity and liquidity
levels;

iii) checking whether the prices of services and products offered are in line with the
business model and the risk strategy, and submitting a plan with remedial measures
if necessary;

iv) notwithstanding the responsibilities of the Remuneration Committee, verifying
whether risk, capital, liquidity and the probability and timing of realised earnings
are taken into account in the incentives offered by the internal remuneration system.

The Risk Committee looked in detail at risk issues, risk strategy and the current risk
position of VBAG, other significant Group companies and the Association of
Volksbanks during the four meetings it held in 2014. 

The Remuneration and Nomination Committee is responsible for remuneration and
nomination matters
Remuneration matters include
i) i) preparing and adopting decisions on remuneration, including those impacting

on the bank's risks and risk management;
ii) monitoring policies, practices and incentive schemes relating to remuneration, in

each case having regard to the management, monitoring and limitation of risks in
accordance with section 39 (2b) points 1-10 of the Austrian Banking Act, as well
as monitoring equity and liquidity levels, while also taking into account the long-
term interests of the bank's shareholders, investors and employees, as well as the
economic interest in a functional banking sector and financial market stability.
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Nomination matters include the following:
i) identifying applicants to fill vacant management positions and making related

proposals to the Supervisory Board;
ii) supporting the Supervisory Board in drawing up proposals to be submitted to the

Annual General Meeting regarding the filling of vacant positions on the Supervisory
Board;

iii) performing evaluations of the structure, size, composition and performance of
management and the Supervisory Board on a regular basis and whenever events
call for a new evaluation, and submitting change proposals to the Supervisory Board
where necessary;

iv) performing regular evaluations, at least annually, of the expertise, capabilities and
experience both of management and of the individual members of the Supervisory
Board and the respective management bodies in their entirety, and reporting findings
to the Supervisory Board;

v) checking management practices with regard to selecting senior managers and
supporting the Supervisory Board with recommendations to be submitted to
management.

The Remuneration and Nomination Committee met on two occasions in 2014 to discuss
the principles of remuneration policy at VBAG and in the Association of Volksbanks,
the annual review of remuneration issues, annual evaluation of Managing and
Supervisory Board members, appraisals and succession planning for the Managing and
Supervisory Boards, the process of selecting senior managers and the target ratios
for the representation of women in the Managing and Supervisory Boards.

The HR Committee is responsible for handling all HR-related matters in respect of
Managing Board members from a company and employment law perspective, and for
making decisions on their remuneration and the related bonus system. The HR
Committee held one meeting in 2014, during which it discussed the acceptance of a
managing and supervisory board position at a non-Group company by a Managing
Board member. It recommended that the Supervisory Board grant the necessary
approval.

The Working Committee is responsible for making decisions in urgent cases when the
decision cannot wait until the next meeting of the Supervisory Board. This authority
essentially covers all matters that fall under the Supervisory Board's remit. The Working
Committee did not need to be convened in 2014.

Each of the committees described above is authorised to make decisions within its
area of competence. 

Information regarding the activities of the Supervisory Board and its committees is
available in the Report of the Supervisory Board.

Commitment to promoting women in board and management positions

Equal opportunities and diversity in relation to gender, age, cultural background, etc.
are important to VBAG. Following the creation of a “Diversity Management” project in
2009/2010 as part of a Corporate Social Responsibility (CSR) initiative, VBAG
participated in the “berufundfamilie” (“career and family”) audit in 2014 and was certified
as a “family-friendly company”. The certificate is only awarded to companies that can
demonstrate specific measures for reconciling work with family life, or willingness to
promote a healthy work-life balance. Flexible working hours, promotion of good health,
a focus on employees and executive development remain the key aspects of this.
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The Remuneration and Nomination Committee of the VBAG Supervisory Board also
resolved that the proportion of women in the Managing and Supervisory Boards should
be increased to 30% by the year 2020.  The proportion of women on the Supervisory
Board increased from 13% to 20% in 2014. As in the previous year, there were no
women on the Managing Board in 2014. 

VBAG is also committed to further increasing the number of women at other levels of
management too. The proportion of women in managerial positions at the first reporting
level (divisional and departmental management including deputies) increased to over
20% in 2013/2014.

Commitment to combating corruption

The VBAG Managing Board is firmly committed to combating corrupt practices and
reports annually to the Supervisory Board on the precautions taken at VBAG in this
regard. Alongside instructions regarding the acceptance and offering of gifts, which
apply to the Managing Board, all employees, and other representatives of VBAG in equal
measure, VBAG has issued rules for dealing with lobbying, donations and sponsoring.
VBAG has also implemented a structured and comprehensive internal control system.
Since February 2014, all employees at VBAG have been able to report unlawful
irregularities (e.g. corrupt or fraudulent practices) anonymously using an internet platform
(whistleblowing system). VBAG is a corporate member of the Austrian Chapter of
Transparency International and actively supports that organisation's work to combat
corruption.

Disclosure of information on remuneration of the Managing Board and
Supervisory Board

Remuneration of the members of the Managing Board (C Rule 30 and 31, Code)

Compensation for the 2014 business year, in euros:

Fixed  Other Variable  Total 
compensation compensation compensation compensation

Stephan Koren 549,999.94 63,599.50 0 613,599.44
Michael Mendel 475,000.12 137,795.54 0 612,795.66
Christoph Raninger 450,000.04 61,170.80 0 511,170.84
Rainer Borns 389,999.96 54,809.81 0 444,809.77

Members of the Managing Board do not receive performance or results-based pay. 

The heading “other compensation” includes contributions to pension and retirement
funds and to benefit funds (under the “Abfertigung Neu” severance payment system)
as well as various benefits in kind. 

There is no stock-option or share-transfer scheme for Managing Board members.

Principles and prerequisites of the pension scheme:
Die Altersversorgung ist bei allen Vorstandsmitgliedern beitragsorientiert gestaltet. Der
Pensionskassen-Kollektivvertrag für gewerbliche Kreditgenossenschaften wurde für die
Vorstandsmitglieder anwendbar gemacht. Teilnahmeberechtigt sind alle in einem
aufrechten Vertrags- und Mandatsverhältnis stehenden Vorstandsmitglieder der ÖVAG.
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Principles governing the pension entitlements and claims of members of the
Managing Board when they leave office:
The contracts of all members of the Managing Board are subject to the “Abfertigung
Neu” severance payment system. The obligations and guidelines of Rule 27a of the
Corporate Governance Code and the appendix to section 39b of the Austrian Banking
Act are complied with. In accordance with the Austrian Stock Corporation Act, the
contracts of Managing Board members include tie-in clauses for the termination of
contracts under the Austrian law of obligations if they are removed from their position
as board member.

Disclosure of remuneration paid to each Supervisory Board member in the 2014 business
year in euros (C Rule 51, Code) 

The sum of euro 101,000 (not including attendance fees and general allowances) was
set for the remuneration of Supervisory Board members in a decision of the Annual
General Meeting on 24 May 2006. This amount has not been raised since, in part
because VBAG's restructuring has been taken into consideration.

The remuneration framework for the Supervisory Board is as follows:

Chairperson EUR 25,000.–
Deputy Chairperson EUR 12,500.–
Committee chairperson EUR 7,000.–
Ordinary members EUR 6,000.–

The remuneration is paid out to Supervisory Board members after the Annual General
Meeting on a retrospective basis for the previous business year (pro-rata according
to length of mandate).

The following attendance fees, daily allowances and remuneration were paid to
Supervisory Board members in the 2014 business year:

Attendance fee Sup. Board
and daily allowance1 remuneration2 Total

Susanne Althaler 1,540.63 6,000.00 7,540.63
Richard Ecker 1,061.00 6,000.00 7,061.00
Markus Hörmann 1,104.60 6,000.00 7,104.60
Rainer Kuhnle 1,511.56 12,500.00 14,011.56
Kumpfmüller 101.74 739.73 841.47
Klaus Liebscher 1,409.82 11,049.32 12,459.14
Birgit Noggler 683.11 1,841.10 2,524.21
Josef Preissl 1,816.78 7,000.00 8,816.78
Edwin Reiter 1,816.78 7,000.00 8,816.78
Hans Jörg Schelling 581.37 16,712.33 17,293.70
Thomas Steiner 1,133.67 6,000.00 7,133.67
Franz Zwickl 1,584.23 12,500.00 14,084.23
Wolfgang Agler – – –
Gabriele Bauer – – –
Hermann Ehinger – – –
Hans Lang – – –
Matthäus Thun-Hohenstein – – –
In Summe: 14,243.55 92,602.75 106,846.30

1 Already paid in 2014
2 Will be paid in 2015 after the Annual General Meeting
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In general, there are no stock option plans for members of the Supervisory Board.

D&O Insurance
VBAG maintains directors' and officers' liability insurance for the Managing Board,
Supervisory Board and senior employees.

Vienna, March 2015

The Managing Board

Stephan Koren Michael Mendel Christoph Raninger Rainer Borns
Chairman Deputy Chairman Member Member
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MANAGEMENT REPORT

1. Report on business development and the economic
situation

Business development
Since its partial nationalization in April 2012 Österreichische Volksbanken
Aktiengesellschaft (VBAG) is undergoing a reorganisation process based on a
restructuring plan and the requirements laid down by the European Commission and
the Republic of Austria. VBAG is being fundamentally restructured, meaning that all
of the bank’s own business in Austria and abroad has to be closed or sold.

In 2012 it was also decided to reorganise the Volksbank sector into a banking association
in accordance with section 30a of the Austrian Banking Act (joint liability and liquidity
association): Since 18 September 2012, primary banks and VBAG have constituted the
Association of Volksbanks, with VBAG as the central organisation. The responsibilities
of VBAG within this banking association are clearly specified: as the central organisation,
it carries out extensive management and control functions, and is also responsible for
risk and liquidity management throughout the Volksbank sector.

Wind-down measures
At the beginning of 2014, loans associated with a real estate portfolio totalling
approximately euro 408 million were sold or repaid early as part of the restructuring
process.

The sale process for a portfolio of investments in private equity funds as well as direct
investments in the DACH countries and Eastern Europe was concluded at the end of
July.

Sberbank of Russia filed a lawsuit against VBAG at the International Court of Arbitration
in November 2013 in connection with the sale of VBI. Through negotiation, we were
able to persuade Sberbank of Russia to withdraw its complaint in April 2014.

Sales proceedings for Investkredit International Bank plc, the VB Leasing International
Group and Volksbank Malta Ltd began in the 2013 business year. Although contracts
were signed for Investkredit International Bank plc in March 2014, the sale process
was not completed as the deal was not closed. The banking licence was returned with
effect from 13 October 2014 and the liquidation of the company commenced. Contracts
for Volksbank Malta Ltd were signed in April 2014. The deal was closed on 25 September
2014.

After sales proceedings for the entire VB Leasing International Group, which began in
mid-2013, proved unsuccessful, processes to sell four national companies were initiated
(Poland, Czech Republic, Slovakia, Romania). Contracts for the sale of the national
companies in Poland and Romania were signed in the second quarter of 2014, and
the deal was closed on 9 September 2014. Contractual negotiations for the sale of the
national companies in the Czech Republic concluded with the signing of the contract
on 11 September 2014 and the closing of the deal on 31 October 2014. A new sale
process began for the remaining companies in the VB Leasing International Group.

Rating agency Moody's downgraded VBAG's issuer rating from Baa3 to Ba1 on
27 March 2014 and from Ba1 to Ba3 on 5 August 2014. This means that VBAG's senior
unsecured bonds are rated as sub-investment grade, which is outside the investment
profile of many institutional investors. Some institutional investors sold their bonds as
a result. Some private investors also sold VBAG bonds following the rating downgrade.
The bank redeemed bonds up to a previously defined limit, enabling it to reduce the
cost of the existing excess liquidity. The rating downgrades by Moody's thus had no
unexpected impact on the Group's liquidity position. 
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An investment bank was commissioned to support the sale process for Volksbank
Romania S.A. in April 2014. Together with the co-owners, VBAG signed a contract of
sale with Romania's Banca Transilvania on 10 December 2014. We obtained approval
from the Romanian national bank and the competition authorities on 17 March 2015,
and currently expect the deal to be closed in early April 2015. In accordance with the
restructuring agreement dated 26 April 2012, the sale of Volksbank Romania S.A. must
be completed by 31 December 2015.

The Managing Board resolved to reorganise VBAG's structures on 2 October 2014,
subject to approval from the authorities, regulators and committees. The top institution,
VBAG, will be divided. Those duties that VBAG is statutorily required to fulfil as the
Association of Volksbanks' central organisation will be transferred to a large regional
Volksbank. Service functions that VBAG provides to the Volksbank sector and that are
necessary to ensure that the banks operate correctly will also be transferred. The aim
of the remainder of VBAG is to continue with the rapid implementation of the winding-
down process, which has been running successfully for two years, to service liabilities
owed to creditors on schedule when they fall due and thus ultimately to wind up VBAG.
We are aiming to split up VBAG at the beginning of July 2015. VBAG will then leave
the joint liability scheme. The Annual General Meeting of VBAG resolved on 23 December
2014 to change the business model with a view to creating a company in wind-down
in accordance with section 162 of the Federal Act on the Recovery and Resolution of
Banks (BaSAG), and thus approved the strategy adopted by the Managing Board. 

Prior to taking over the supervision of 130 European credit institutions, the European
Central Bank (ECB) submitted these banks to an asset quality review followed by
extensive stress tests ("comprehensive assessment") in 2014. The Austrian Association
of Volksbanks, and thus also VBAG, was one of six Austrian banking groups to undergo
this assessment. The ECB calculated that the Association of Volksbanks had an
aggregate capital shortfall of euro 865 million based on the figures for 2013. However,
this stress test, which was based on the reporting date of 31 December 2013, did not
take into account the wind-down measures already implemented in 2014, the
impairments that had already been made, or the reorganisation of the Association of
Volksbanks presented by the Managing Board on 2 October 2014, as these measures
were undertaken after the cut-off date for the comprehensive assessment (31 December
2013). As the asset quality review was based on regulatory requirements from the ECB
that differ from IFRS standards, the ECB's recommendations on how to deal with
deviations found in the asset quality review had no direct impact for the Group in terms
of accounting.

A capital plan was submitted to the ECB on 10 November 2014, which presented the
measures planned to cover the capital shortfall identified by the comprehensive
assessment. The key element in this capital plan is the reorganisation of the Association
of Volksbanks and the associated restructuring of VBAG. The plan also includes
measures such as further wind-down of the non-core portfolio, sale of securities causing
RWA, implementation of a securitisation transaction, liquidation of hidden reserves from
real estate and other RWA reduction measures.

These measures are currently being implemented and are expected to be completed
by the end of June 2015. 

Rating agency Moody's responded to the results of the comprehensive assessment
by downgrading VBAG's issuer rating by two classes from Ba3 to B2 on 30 October 2014.
As Moody's had already downgraded VBAG to the sub-investment grade range at the
end of March 2014, there was no noticeable reaction from investors in the short term. 



In view of the plans that have been announced to split up VBAG and reorganise the
association, rating agency Fitch has reassessed VBAG's rating, which until now was
identical to the rating of the Association of Volksbanks. The agency confirmed its rating
of A with a negative outlook for the association and downgraded VBAG's rating to BBB–,
also with a negative outlook.

Economic situation
Austrian gross domestic product (GDP) saw virtually no growth in 2014. Figures from
Eurostat indicate real quarterly growth of 0% in Q1 and Q2, falling to –0.1% in Q3. It
then recovered to 0.1% in Q4 according to an advance estimate on 13 February 2015.
The 0.3% growth expected by the Austrian Institute of Economic Research for the year
as a whole (European Commission winter forecast: 0.2%) is attributable to a growth
overhang from the previous year. Given a weak performance in real incomes and the
labour market, consumer spending only remained stable due to a fall in savings rates.
Growth in gross fixed capital formation was somewhat stronger, however the trade
balance was unexpectedly weak due to tourism and weak development in world trade.
Nevertheless, Austria's unemployment rate of 4.9% at year-end (Eurostat figure)
remained one of the lowest in the euro zone and consumer price inflation was the highest
in the single currency area, both for the year as whole (1.5% according to European
Commission figures) and at year-end (0.8% according to Eurostat). Although this inflation
was partly attributable to charges in the public and quasi-public sectors, and therefore
cannot be regarded as a sign of economic momentum, the credit market performed
robustly compared to others in Europe and points to some resilience in the Austrian
economy despite weak growth. 

Economic performance in Austria was very uneven. While manufacturing production
increased in the first three quarters in Styria, Upper Austria, Tyrol, Vorarlberg and
Burgenland, it declined in other states and particularly in Vienna. The capital was also
the weakest region in terms of construction output in the first three quarters, however
it had by far the best performance in tourism. The number of non-self-employed workers
increased in all states with the exception of Carinthia. Despite this, the increase in
unemployment, which occurred in all states, was lowest in Carinthia. An upward
movement of prices in the residential real estate market continued, however the trend
flattened noticeably in the third quarter, especially in Vienna. The Austrian National
Bank's residential property price index for Vienna turned negative in a quarter-on-quarter
comparison for the first time in a considerable period. Although residential property
prices grew by 2.2% over the year as a whole, they also broke with a long-standing
trend by falling short of the 2.5% growth elsewhere in the country.

Growth in the euro zone as a whole also slowed down in mid-2014, although overall
GDP was somewhat better than in Austria. The European Commission's winter forecast
predicts real GDP growth of 0.8% for the year as a whole. This compares with a negative
growth rate of –0.5% in 2013. The key factors causing weakness from mid-year were
increasing geopolitical tensions (IS, Ukraine and associated trade restrictions), relatively
weak world trade and increasing consumer and investor uncertainty given potential
deflation risks and limited fiscal room for manoeuvre. Euro zone inflation fell below zero
in Q4 in the wake of falling oil prices and generally subdued demand. Prices continued
to fall in the new year. The difference between national growth and inflation rates were
less pronounced in 2014 than in the previous years. Economic data in the “peripheral
countries” in particular improved somewhat, and the German economy performed
relatively robustly as well. The European Commission expects 1.5% growth in German
GDP for 2014 as a whole.
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The European Central Bank loosened its monetary policy further in 2014 in light of
excessively low inflation. In June, the Governing Council agreed targeted longer-term
refinancing operations, preparatory work for the purchase of asset-backed securities
(ABS) and covered bonds that would begin later in the year and an extension to the
full allotment of the main refinancing operations. The interest rate for the main refinancing
operations in the euro system was cut by ten basis points in June to 0.15% and the
rate for the marginal lending facility by 35 basis points to 0.40%. At the same time, a
negative interest rate of –0.10% was introduced for the deposit facility in order to boost
the incentive to on-lend the liquidity provided. In September, the ECB cut its three key
interest rates by a further ten basis points to 0.05% (main refinancing operations), 0.30%
(marginal lending facility) and –0.20% (deposit facility).

The renewed loosening of monetary policy and low inflation in Europe were
associated with a further reduction in market rates of interest and an appreciable
weakening of the euro against the US dollar. The three-month Euribor fell by 21 basis
points to 0.08% in the course of the year and yields on ten-year Austrian government
bonds dropped by 157 basis points to 0.71%. While many stock markets benefited
from the low interest rates and falling oil price, the Austrian stock market was weighed
down by the conflict in Ukraine and the strain this placed on financial sector activities
in Central and Eastern Europe. The ATX fell by 15% over the year.

In Romania, economic recovery continued after temporary weakness in Q2. According
to the European Commission's winter forecast, GDP growth for the year as a whole
should reach 3%. Inflation has fallen considerably here as well, which enabled the central
bank to cut its key interest rate to a new record low of 2.50%.

Consolidated result for the 2014 business year
The VBAG Group's consolidated result before taxes was euro –466 million. The
consolidated result after taxes and minority interests was euro –500 million.

Net interest income for the 2014 business year came to euro 203 million, up euro 14
million year-on-year (2013: euro 189 million). The slight increase in net interest income
was due to a reduction in interest-bearing assets and their refinancing as part of the
restructuring process, whereby there was a greater reduction overall in interest expenses
than in interest income.

Net fee and commission income for the reporting period was euro 20 million, down
euro 10 million year-on-year (2013: euro 30 million). This was mainly driven by wind-
down measures in non-core areas.

Net trading income rose year-on-year (2013: euro 8 million), coming to euro 27 million
in the 2014 business year. The increase on the previous year was mainly accounted
for by interest rate-related transactions and relates to the restructuring of hedging
transactions. The purpose of this was to optimise hedge accounting, which led to an
increase in net trading income.

General administrative expenses remained virtually unchanged year-on-year at euro
247 million (2013: euro 250 million). Headcount declined by 536 compared with the
end of 2013 and now totals 1,317 employees, 282 of whom are employed outside
Austria. This decline is mainly due to the sale of the VB Leasing International companies
in Poland, Romania and the Czech Republic and to the sale of Volksbank Malta. As
the sales took place at the end of the third quarter, these measures are not yet fully
reflected in the figures.
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A restructuring expense of euro 36 million was recognised in the 2014 business year
for the planned restructuring. Euro 25 million of this figure relates to HR measures. The
remaining costs involved provisions for increased administrative expenses and the
premature termination of contracts.

The other operating result for the 2014 business year amounted to euro –82 million
(2013: euro 157 million). Key components of the other operating result in the 2014
business year were the valuation of disposal groups in accordance with IFRS 5 and
the result of deconsolidating companies in the VB Leasing International Group,
amounting to euro –24 million, and deconsolidating VB Malta, amounting to euro –19
million. The adjustment of the valuation of the asset guarantee provided by the Republic
of Austria on 15 March 2013 to the new plan reduced the other operating result by
euro –56 million (2013: income of euro 69 million). The other operating result also
includes the banking levy of euro –37 million (2013: euro –46 million). Adjustments to
the carrying amounts of loss-bearing liabilities in accordance with IAS 39 AG 8 led to
income of euro 44 million being recognised in the reporting period (2013: euro 89 million).
Income of euro 40 million from the sale of owner-occupied buildings had been
recognised in the previous year.

Expenses related to risk provisions came to euro 38 million for the 2014 business year.
This represented an increase of euro 14 million compared with the previous year's figure
of euro 23 million. Owing to the winding down of non-core loan portfolios in connection
with restructuring, fewer write-downs were required in the reporting year than in 2013.
However, releases of portfolio-based allowances declined year-on-year, which led to
an overall increase in this item.

Income from financial investments for the reporting period was euro –46 million, up
euro 3 million on the previous year (2013: euro –49 million). An increase in impairment
of securities had a negative impact on the result for the period under review (2014:
euro –18 million; 2013: euro –3 million), while the valuations of assets measured at fair
value through profit or loss rose year-on-year. Income from the sale of held to maturity
securities partially compensated for the previous year's gains on the sale of
participations.

The scope of companies measured at equity increased in the 2014 business year, which
led to a year-on-year rise of euro 7 million in the result from companies measured at
equity to euro 8 million. VB Romania S.A. (VBRO) has been reclassified under income
from discontinued operations on the basis of the contract of sale for all shares in the
company signed on 10 December 2014. The previous year's figures have been adjusted
accordingly.

The equity measurement of VBRO in income from discontinued operations is euro 
–275 million for the 2014 business year (2013: euro –127 million). As well as absorbing
the negative result for the 2014 business year (euro –218 million) and the previous year's
losses that had not yet been recognised (euro –34 million), the carrying amount had
to be written down by euro –22 million based on the anticipated purchase price. The
previous year's figure had included an amount of euro 15 million from the purchase
price adjustment agreed for the sale of shares in Selini Holding GmbH.

VBAG did not recognise any deferred tax assets on the tax loss for 2014, since these
cannot be used in the next four years. Deferred tax income on differences derived from
the valuation of derivatives and securities was recognised to the extent that deferred
tax liabilities arose due to other differences in valuation.
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Net assets
Total assets amounted to euro 15.1 billion as at 31 December 2014, a reduction of
euro 5.8 billion compared with the end of 2013 (euro 20.9 billion), owing to wind-down
measures.

Loans and advances to credit institutions came to euro 3.8 billion, which represented
a decrease of euro 2 billion compared with the end of the previous period (euro 5.8
billion). This was attributable in particular to a decline in lending to institutions in the
Volksbank sector.

Loans and advances to customers amounted to euro 4.1 billion as at 31 December 2014,
a decrease of euro 2.9 billion compared with the end of the previous year
(31 December 2013: euro 7.1 billion). The decreases mainly occurred in non-core areas
and were essentially due to the sale of companies in the VB Leasing International Group
and the sale of VB Malta.

Financial investments were reduced by euro 0.6 billion to euro 2.8 billion compared
with the end of 2013 (euro 3.4 billion) through sales and redemptions.

Assets held for sale include loans whose sale has been contractually agreed or is highly
likely as at 31 December 2014. The carrying amount of the holding in VB Romania S.A.,
which is measured at equity, is also shown here.

Amounts owed to credit institutions fell by euro 1.5 billion to euro 6.2 billion compared
with the end of 2013 (euro 7.7 billion).

Amounts owed to customers came to euro 1.8 billion, which represented a decrease
of euro 0.3 billion compared with the end of 2013 (euro 2.1 billion). This was due to
reductions in customer portfolios.

Debts evidenced by certificates came to euro 3.3 billion as at 31 December 2014 and
were thus down by euro 3.8 billion compared with 31 December 2013 (euro 7.1 billion).
This reduction was mainly due to scheduled redemptions and early repayments.

Equity fell compared with the end of the previous year, owing to the result for the 2014
business year, and amounts to euro 0.6 billion.

Report on branches
The VBAG Group does not have any branches.

Financial and non-financial performance indicators

Key financial indicators
As a bank that is going through a substantial wind-down phase, the focus of strategic
objectives is not so much on profit as on reducing risk-weighted assets, on own funds
and capital ratios. The own funds of the VB Holding eGen banking group were euro
1.2 billion as at 31 December 2014. The total risk amount for the VB Holding eGen
banking group was euro 8.7 billion as at 31 December 2014.

The Common Equity Tier I capital ratio in relation to total risk was 6.2%, while the Tier
1 capital ratio was also 6.2%. The equity ratio is 14.2%.
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The VBAG Group's return on equity (ROE) before taxes was –20.5% as at
31 December 2014 (31 December 2013: –5.3%), while the ROE after taxes was –21.9%
(31 December 2013: –7.4%). The ROE before taxes is calculated as the ratio of the
result before taxes to the average of equity as at the reporting date and equity as at
the previous year's reporting date, while the ROE after taxes is calculated as the ratio
of the result after taxes to the average of equity as at the reporting date and equity as
at the previous year's reporting date.

The VBAG Group's operating cost-income-ratio for the reporting period was 98.9%
(31 December 2013: 109.9%).

Non-financial performance indicators

Human Resources
2014 was notable for the realignment of the Group and of the sector as a whole. The
decision to split VBAG into a central organisation for the Association of Volksbanks
(which is to be part of Volksbank Wien-Baden in future) and a liquidating company
involve enormous changes in HR. We are undertaking the necessary restructuring in
an actively responsible way and implementing it by means of a redundancy
programme agreed with employee representatives. The substantial reduction in
headcount is being achieved through termination of employment by mutual agreement
under the redundancy programme and through natural attrition. We have also
encouraged internal mobility (the internal job market) wherever possible. The majority
of the headcount reduction will take place during 2015.

At the end of 2014, the VBAG Group employed 1,317 people (full-time equivalents),
including 1,035 in Austria and 282 abroad (sale of VB Leasing International in Poland,
Romania and the Czech Republic). This was 536 fewer staff than at the end of 2013.

The reduction is in line with the restructuring process agreed with the owners.

The average staff age in the past year was 41.9 and therefore slightly higher than in
previous years. A graduate ratio of 41.1% indicates the high level of qualifications held
by staff. The proportion of women remained almost unchanged at 55%. The proportion
of part-time employees increased to 21.6%, primarily because of statutory parental
part-time work.

Training and broadening the knowledge and experience of staff are key priorities in
HR development, particularly in challenging times. In this context, we place emphasis
on talent management and leadership development as well as all the key technical
topics. We provided managers with support on the subject of termination meetings
and the restructuring as the situation required. As well as the Volksbank Academy, 2014
featured external training courses, clearly defined in-house training, and above all, further
courses organised as part of the internal training initiative “WIN” (Wissen intern nutzen
– Using Knowledge Internally). Each Austrian employee attended an average of 2.03
seminar days, while managers attended some 3.73 days each.

Environmental management data
Since 2012, the reporting of environmental management data has focused solely on
the Group's headquarters at Kolingasse 14-16, 1090 Vienna, and another location at
Peregringasse 2-4, 1090 Vienna.
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Heating
All heated office space is supplied through district heating. The substantial reduction
in overall heating requirements in 2011 and 2012 was due to the concentration of office
space in two locations. The reduction in consumption in the 2014 reporting year was
due partly to adjustments in the control technology and partly to the mild winter.

Energy consumption
Unit 2011 2012 2013 2014

Consumption of district heating kWh 3.719.780 2.302.070 2.389.480
1.884.940

Business travel
The distance flown has again dropped markedly since the 2012 and 2013 reporting
years (approximately 1,100,000 km each). Business flights totalled approximately
925,000 km in 2014.

Electricity
Electricity consumption fell from approximately 3,800,000 kWh in 2013 to approximately
3,550,000 kWh in 2014. The photovoltaic system on the roof of the Group's headquarters
supplied 25,766 kWh of green electricity in 2014.

Waste and cleaning
Waste volumes were unchanged on 2013 as both locations remain fully occupied.

Paper
Double-sided printing is the standard setting for all printer pools at Group headquarters.
The Group continues to procure 100% recycled paper bearing the EU Ecolabel for local
printers on each floor. Paper consumption has been reduced by approximately 25%
from 54.5 t in 2012 to 40.5 t in 2014.

Significant organisational and IT projects
Activities in “Organisation/IT” focused on fundamental projects for the future direction
of the Association of Volksbanks as a whole.

The “Mustermandant” project aims to standardise processes and IT in the Volksbank
sector in order to facilitate mergers, increase synergy effects and reduce costs. The
first two phases of the project have been completed. Settings in the core bank system
have been harmonised, a standard product offering was introduced and new support
structures were created at VBAG. 16 Volksbanks have already migrated to
Mustermandant and the migration process is underway at a further 14.

Representatives from four Volksbanks (Wien-Baden, Salzburg, Tirol Innsbruck-
Schwaz, Vorarlberg) were involved in deliberations about which processes should be
performed separately by each of the eight planned regional Volksbanks in future, and
which processes should be performed centrally by the Association of Volksbanks. The
clear objective of this preparatory work remains to structure the association as efficiently
as possible while retaining the regional set-up that clients have come to expect (including
continuing to provide customers with fast decision making). Implementation will take
place in the next few years, partly in the course of the planned mergers.

From April to October 2014, the Finance and Risk Architecture (“ZiFiRA”) project
developed a detailed design and corresponding migration path for the target project
outcome in terms of the functional and IT architecture and the governance processes
for finance and risk management applications. The project approach involved extensively
analysing the status quo, defining the action required, setting out the target architecture,
and producing a business case and implementation plan. On the basis of the project
vision, and the guiding principles behind the financial and risk architecture, the project
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defined in detail the reports and processes envisaged for the functional objectives,
together with an IT architecture centred on a new core data warehouse for the technical
objectives. The Governance sub-project set out the necessary processes for optimal
operation and for further developing these new requirements. Finally, detailed
implementation plan was produced. The economic feasibility of the implementation
project was demonstrated in a detailed business case. The extensive results of this
evaluation project were compiled in collaboration with the banking association's data
centre (ARZ). Joint implementation is planned from the second half of 2015.

The first half of 2014 saw the launch of the “digitalisation” project, which prioritised
14 action areas. The aim is to modernise the websites of the primary banks and the
association's volksbank.at website using responsive web design. Harmonising
customer systems (internet and mobile banking) and standardising online sales
processes in the Association of Volksbanks are of foremost importance to the project.
The first key action areas have already been implemented in 2014. The website relaunch
is planned for 2015, and implementation of all remaining action areas, bringing the
project to its conclusion, is planned for 2016.

Alongside projects specific to the association, strategic projects in reporting include
the implementation of the common reporting platform (“Gemeinsame Meldewesen-
Plattform” – GMP). This project is introducing the GMP on the basis of the “ABACUS”
IT system provided by Austrian Reporting Services GmbH (AuRep). The GMP will
represent a sea change in terms of the working methods and processes used in reporting
at all major Austrian banking groups. It is due to go live in the securities sector on
1 July 2015. An extensive project setup was established in the Volksbank sector in
September 2014 with ARZ and AuRep. Positive collaboration with these partners has
enhanced synergy effects that enable us to drive the project forward despite the tight
resources available. In addition to putting these technical and functional requirements
in place, the project is also focusing on organisational changes to the collaborative
model for reporting in the Volksbank sector. This is to take the form of a new service
agreement based on the common reporting platform.

Significant events after the balance sheet date

Wind-down measures during the restructuring process
Loans totalling approximately euro 115 million were sold or repaid early as part of the
restructuring process in January and February 2015.

Further sales transactions were being implemented in real estate business at the time
that the financial statements were being prepared. Sales processes were commenced
for holdings in the VB Leasing International Group, VB Factoring Bank AG, Volksbank
Invest Kapitalanlagegesellschaft mbH, Immo Kapitalanlage AG and the VB Leasing
Finanzierung Group. No reclassifications were carried out for these participations in
accordance with IFRS 5, owing to the uncertainties relating to the sales.

Swiss National Bank (SNB) abolishes minimum rate
On 15 January 2015, the SNB unexpectedly abolished its minimum rate of 1.20 Swiss
francs per euro. At the same time, it lowered the interest rate for balances in its current
accounts by 0.5 percentage points to –0.75%. The Swiss franc underwent a massive
revaluation on the foreign exchange markets that very day (the EUR/CHF exchange
rate reached a low of 0.8500), before stabilising at a level close to parity.

As VBAG had no trading positions at that time, there was no significant impact on net
trading income. The rate has recovered in the meantime, which means that the abolition
of the minimum rate has had no material impact on the bank's RWAs or liquidity.
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Debt moratorium for Heta Asset Resolution AG (HETA)
When the FMA decreed a debt moratorium on 1 March 2015, VBAG held a senior
unsecured bond from HETA with a nominal price of euro 20 million, due to mature on
9 April 2043. The existing allowance was increased in 2014, and the bond was sold
without a loss in March 2015.

VBAG also holds bonds worth euro 60 million from Pfandbriefstelle der österreichischen
Landes-Hypothekenbanken (Pfandbriefstelle), a public-law institution in Vienna. In
accordance with section 2 of the Pfandbriefstelle Act, member institutions (with the
exception of HETA) and the guarantors of member institutions are jointly and severally
liable for liabilities of Pfandbriefstelle. In view of the existing liability structure, no risk
provisions were made for these bonds as at 31 December 2014.

Other relevant events after the balance sheet date
Fitch downgraded VBAG's rating from BBB– to B at the beginning of February. This
step had been anticipated in view of the decision to convert VBAG into a company in
wind-down and the consequent withdrawal of government support for the rating. Fitch
still regards the Association of Volksbanks as "too big to fail" and treats it separately
from VBAG, which means that the association still has government support for its rating
for the time being.

Like the Moody's downgrades at the beginning of August and end of March 2014, the
rating downgrade by Fitch had no significant negative impact on VBAG's liquidity
situation.

2. Report on the company’s future development and risks

Future development of the company

Economic environment
The Austrian Institute of Economic Research (WIFO) revised its forecast for real growth
of Austrian GDP down to 0.5% in December 2014 (September: 1.2%). While there was
little sign of an upturn in high-frequency indicators at the start of 2015, recovery should
gradually reach the Austrian economy in the course of the year through export demand.
International trade should benefit from robust US growth and low energy prices. The
euro's fall in value against the US dollar (and Swiss franc) is helping to make companies
in the euro zone more price competitive, while low interest rates should also boost
investment activity. Increasing unemployment and sluggish real wage development are
likely to further limit the contribution by consumer spending to economic growth in
Austria, and to have a detrimental effect on the savings ratio. Given ongoing budgetary
consolidation, little growth impetus is likely to come from government spending.
Monetary policy was loosened further in January 2015, when the ECB decided to include
government bonds in its securities purchases from March onwards and to extend these
purchases to euro 60 billion a month. Despite an emerging upward trend in yields in
the US (an increase in the country's key interest rate is possible as early as this year),
yields on European government bonds should remain comparatively low, facilitating
consolidation of government budgets and investment.

In Romania, the European Commission's winter forecast predicts a slight weakening
of real GDP growth to 2.7%, however this still represents one of the fastest growth
rates in Europe. Inflation is expected to remain very low and the unemployment rate
to fall slightly.
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The main risk factors for future economic development in Austria and Romania are the
possible escalation of the Ukraine conflict and its consequences for international
economic and political cooperation, as well as uncertainty connected with the
negotiations on future financial policies in Greece.

Material risks and uncertainties
Please refer to the remarks in the Notes (particularly the Risk Report in note 52) for
details of disclosures required by law on the use of financial instruments, risk
management objectives and methods and existing pricing, default, liquidity and cash
flow risks.

General
Owing to the losses sustained in the 2011 business year, a decision was taken together
with the bank's owners and the Republic of Austria to stabilise VBAG, mainly through
a capital increase and the creation of a joint liability scheme (Association of Volksbanks
in accordance with section 30a of the Austrian Banking Act). The restructuring plan
that has been approved by the European Commission includes the winding down of
large parts of the loan portfolio in Austria and abroad (essentially excluding the syndicate
business with Volksbanks) and of large parts of the bank book, as well as the sale of
participations, such as VB Romania S.A. and VB-Leasing International Holding GmbH.

These requirements set by the European Commission have been implemented quickly
and purposefully. As a result, VBAG's total assets fell from euro 41.1 billion as at
31 December 2011 to euro 15.1 billion as at 31 December 2014.

The Managing Board of VBAG has also initiated a series of measures to strengthen
VBAG's capital base at individual bank and Group level, and thus also the capital base
of the Association of Volksbanks by virtue of its role as the central organisation of the
Association of Volksbanks in accordance with the banking association agreement as
per section 30a of the Austrian Banking Act. In particular, these measures include:

• the conversion or repurchase of supplementary, hybrid and subordinated capital,
in each case after obtaining approval from the regulator and the European
Commission, with an impact of more than euro 350 million on common equity Tier
1 (CET1),

• the introduction of a base amount of 95% for cooperative capital, which prevented
its phasing-out and thus secured over euro 110 million in CET1 for the association,

• adjustments to issuing conditions for various types of Tier I and Tier II capital, to
ensure that they are compliant with Basel III and thus retain over euro 100 million
of equity within the association,

• various RWA reduction measures, 
• the implementation of substantial wind-down measures, which significantly

improved VBAG's risk position (at individual bank and Group level) and thus indirectly
that of the association,

• a substantial improvement in the quality and significance of risk management.

The VBAG Managing Board nevertheless pointed out in the 2013 financial statements
that it saw risks in the medium term regarding the ability of VBAG and the association
to continue as a going concern, on account of the increasingly stringent capital
requirements imposed by the supervisory authorities and the simultaneous loss of capital
components due to the phase-out in connection with Basel III.

Outcome of the comprehensive assessment and capital plan
Prior to taking over the supervision of 130 European credit institutions, the European
Central Bank (ECB) submitted these banks to an asset quality review followed by
extensive stress tests ("comprehensive assessment") in 2014. The Austrian Association
of Volksbanks, and thus also VBAG and VBAG Group, was one of six Austrian banking
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groups to undergo this assessment. The ECB calculated that the Association of
Volksbanks had an aggregate capital shortfall of euro 865 million based on the figures
for 2013. However, this stress test, which was based on the reporting date of 31
December 2013, did not take into account the wind-down measures already
implemented in 2014, the impairments that had already been made, or the
reorganisation of the Association of Volksbanks presented by the Managing Board on
2 October 2014, as these measures were undertaken after the cut-off date for the
comprehensive assessment (31 December 2013). The ECB's recommendations for
dealing with deviations found in the asset quality review had no direct impact for VBAG
Group in terms of accounting, as the asset quality review was based on regulatory
requirements on the part of ECB, which are not congruent with the IFRS requirements.

A capital plan was submitted to the ECB on 10 November 2014, which presented the
measures planned to cover the capital shortfall identified by the comprehensive
assessment.

The key element in this capital plan is the reorganisation of the Association of Volksbanks
and the associated restructuring of VBAG:

Subject to approval by regulatory and supervisory authorities and governing bodies,
the Managing Board resolved to reorganise VBAG's structures. VBAG, the top institution,
is to be divided. The duties that VBAG is statutorily required to perform as the central
organisation of the Volksbanks’ joint liability scheme are to be transferred to Volksbank
Wien-Baden AG. The service functions that VBAG provides to the Association of
Volksbanks and that are necessary to ensure orderly bank operations will also be
transferred. The aim of the vestigial VBAG is to continue with the swift implementation
of the wind-down process, which has been running successfully since 2012, to service
creditor obligations as scheduled when due and thus definitively wind down VBAG.
The division of VBAG is planned for early July 2015. VBAG will then leave the joint liability
scheme.

In addition to this restructuring of the Association of Volksbanks and of VBAG, the capital
plan essentially contains the following measures:
• further wind-down of the non-core portfolio, 
• sale of securities causing RWA, 
• implementation of a securitisation transaction, 
• liquidation of hidden reserves from real estate, and 
• other RWA reduction measures.

These measures are currently being implemented and are expected to be completed
by the end of June 2015.

JRAD order
Based on the capital shortfall calculated by the ECB, and pursuant to the order
transmitted to VBAG, VBAG, in its current role as the central organisation of the
Association of Volksbanks, is to maintain a SREP ratio of 14.63% in CET1 on a
consolidated basis for the Association of Volksbanks starting 26 July 2015. The latest
forecasts show that this ratio will not be achieved under the current structure. The
planned measures, particularly the conversion of VBAG into a company in wind-down
pursuant to section 162 of the Federal Act on the Reorganisation and Winding-up of
Banks (BaSAG) and the associated transfer of central organisation functions to
Volksbank Wien-Baden, are intended to materially improve the risk structure of the new
association. The Managing Board believes that the CET1 ratios currently envisioned
will no longer reflect the association’s risk, and therefore expects that the ratio mandated
in the order will be substantially smaller, meaning that capital requirements will be able
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to be satisfied. The ECB's order stipulates that if VBAG determines prior to 26 July
2015 that the restructuring has been successfully completed, the ECB will examine
how it can change the current SREP ratio.

For the purposes of implementing the planned division and creating the company in
wind-down, a comprehensive transformation project was launched, which should
essentially be completed with the division in July 2015. A project such as this naturally
involves numerous risks and uncertainties, particularly in connection with approval from
regulatory and supervisory authorities and governing bodies, which could prevent the
project from being implemented. In addition, there are numerous legal uncertainties
as a result of, inter alia, new European and national statutory frameworks, such as the
Single Resolution Mechanism (SRM) and the aforementioned BaSAG. Moreover, the
General Meetings of local Volksbanks will need to adopt far-reaching resolutions.
However, the Managing Board currently believes that implementing the measures in
the capital plan, particularly the restructuring of the association, is challenging but
feasible. Intensive efforts are also being made to ensure that the necessary approval
is obtained from the relevant authorities. In view of the material restructuring and
significant changes in the risk profile of the new association, the Managing Board
expects the mandated SREP ratio to be revised and believes that the restructured
association will be able to comply with the new ratio.

Wind-down portfolio
In addition to the risks associated with the transformation project, the remaining business
that is being wound down also involves risks. Experience in Austria and abroad has
shown that such wind-down processes often involve higher costs than initially
anticipated. VBAG is also exposed to this uncertainty in its wind-down segment. In
particular, the Managing Board highlights the risks arising from the significantly
deteriorating situation in Eastern Europe, particularly in Russia. VBAG has indirect
investments in this region with the funding of Sberbank Europe AG and its stake in
Raiffeisen Bank International AG (through its holding in Raiffeisen Zentral Bank
Österreich AG). In addition, VBAG has a substantial real estate portfolio in Austria, as
well as in Central and Eastern Europe. In the event of a sale of parts of this portfolio,
credit risks and valuation discounts too could be substantial.

3. Report on research and development

The VBAG Group is not involved in research and development.

4. Report on key characteristics of the internal control and
risk management system with regard to accounting
processes

Control system
VBAG's uppermost priority with regard to financial reporting is to comply with all relevant
statutory requirements. The Managing Board is responsible for establishing and defining
a suitable internal control and risk management system that encompasses the entire
accounting process, and provides a group-wide implementation framework in the “ICS
Group Guidelines”. The “Process Quality Management” Group at Österreichische
Volksbanken-AG is responsible for implementation within the VBAG Group.

The respective managing board or management for all companies included in the
consolidated financial statements is responsible for designing and rolling out an ICS
for the respective company, as well as ensuring compliance with group-wide guidelines
and regulations. In order to ensure that data supplied by Group subsidiaries is properly
recorded, this data is first checked for plausibility. The data is then processed using

38 ANNUAL REPORT 2014 / MANAGEMENT REPORT / CONTROL AND RISK MANAGEMENT SYSTEM



the consolidation software “Tagetik”. Control mechanisms are based on the dual-control
principle and are subject to an additional check by the department managers.

Control measures are used in ongoing business processes to ensure that potential errors
are prevented and that any discrepancies in financial reporting are discovered and
rectified. These control measures range from the inspection of the various results for
the reporting period by management to the specific reconciliation of accounts and items
and an analysis of ongoing processes in Group accounting. A distinction is made
between two types of controls:

• Operational controls include manual controls, which are carried out by employees
in specific steps, automatic controls, which are carried out with the aid of IT systems,
and preventative controls, which aim to prevent errors and risks in advance through
the separation of functions, the regulation of competencies and access authorisation.

• Management controls serve to ensure, on the basis of spot checks, that managers
are complying with operational controls. The regularity of checks is determined by
the relevant manager (head of division, head of department), in accordance with the
level of risk. These spot checks are documented in the control plan in a way that is
comprehensible to third parties. The results are reported at half-yearly intervals as
part of management reporting.

Internal Auditing also performs independent and regular checks of compliance with
internal regulations in accounting. As a department, Internal Auditing is assigned directly
to the Managing Board, reports directly to the chairman of the board, and compiles a
quarterly report for the Supervisory Board.

Risk assessment
Risks relating to the accounting process are recorded and monitored by the process
managers, with a focus on risks considered significant.

For the preparation of the financial statements, estimates must be taken regularly in
areas for which there is an intrinsic risk that future development may deviate from these
estimates. This applies particularly to the following items in the consolidated financial
statements: impairment of financial assets, risks to the banking business, employee
benefits and the outcome of legal disputes. In some cases, publicly available sources
will be used or external experts will be consulted in order to minimise the risk of
misjudgements.

Information and communication
Guidelines and regulations relating to financial reporting are regularly updated by
management and communicated to all employees concerned.

Employees in Group accounting are also trained on an ongoing basis with regard to
international accountingreforms, so that risks relating to unintentional errors in reporting
can be identified at an early stage. Reforms in international accounting are also relayed
to employees at subsidiaries.

A management report is produced twice a year. It contains declarations about the
completeness, comprehensibility, active implementation and effectiveness of the control
system with regard to the accounting process.

39ANNUAL REPORT 2014 / MANAGEMENT REPORT / CONTROL AND RISK MANAGEMENT SYSTEM



Monitoring
Top management receives regular summarised financial reports, such as quarterly
reports on the development of the respective segments and key financial figures.
Financial statements that are to be published are checked by management-level
employees in accounting, the management of the division and the Managing Board
before they are forwarded to the responsible committees. The results of monitoring of
accounting processes are included in the management report. The report contains a
risk assessment of the processes on a qualitative basis, and documents how many
controls are being carried out in relation to control guidelines.

Vienna, 27 March 2015

Stephan Koren
Chairman of the Managing Board

Corporate planning & Finance, Human Resources, 
Legal & Compliance, Marketing & Communication

Michael Mendel
Deputy Chairman of the Managing Board

Risk management

Rainer Borns Christoph Raninger
Member of the Managing Board Member of the Managing Board

Association of Volksbanks, Market
Distribution Volksbanks

Organisation/IT
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The Financing segment comprises Commercial Banking, VB Leasing Finanzierungs -
gesellschaft m.b.H. and VB Factoring Bank AG. In addition, also syndicated loans with
the IMMO-BANK AG in residential construction and model financing – such as the
financing of client models – with Volksbank Wien-Baden are handled.

Segment result
The Financing segment's result before taxes came to euro –9 million and was thus down

year-on-year. The main reason for this change was an increase in general administrative

expenses, mainly due to higher cost allocations to the segment. Net interest income

rose slightly, while there was a slight reduction in risk costs.

Commercial Banking
In the first three quarters of 2014, a key aspect of the work of the Commercial Banking
area – with the Syndicate Business (including the Syndicate Services and Active Credit
Management units) and Structured Financing (subsidies, export and project financing)
areas – was successfully achieving profitability for customer exposures managed jointly
with the regional Volksbanks.

In order to implement the policy decision made by the Managing Board in October 2014
to reorganise VBAG's structures, a strategy was developed in the final quarter of 2014
for a structured reduction of VBAG's participations in syndicated loans. This involved
takeover of these participations by the regional Volksbanks involved in the loans and
had already been partially implemented by the end of the year.

For many years, one of the strengths of the Association of Volksbanks has been the
professional service it provides to the regional Volksbanks and their small business
and middle market customers in the Structured Financing business area. This includes
finance products such as subsidies and export finance which enable these customers
to preserve equity. The central organisation of the Association of Volksbanks will
continue to offer these services.

Syndicate business
Lending volume (including guarantees) fell by euro 429 million from approximately euro
1,162 million at the end of 2013 to euro 732 million at the end of 2014. This was due
to sustained high repayments and some euro 288 million worth of transfers of customer
exposures to the core business of the Association of Volksbanks at year-end (this
represents a reduction in RWAs at VBAG of approximately euro 212 million). In line
with its planned reduction of RWAs and its objective of generating profitability and
downsizing in a targeted manner, VBAG took appropriate measures to transfer
exposures to the regional Volksbanks. It successfully lowered RWAs in Syndicate
Business from euro 797 million (year-end 2013) to euro 427 million.

The average interest margin before liquidity costs – based on the loans – fell slightly
in 2014 compared to the previous year to 1.65%.

Structured Financing
Subsidies and export finance are among the Volksbank sector's core products. These
products support the growth of Austrian SMEs, as well as reducing credit risk by means
of public-sector guarantees and thus the RWAs that need to be backed by equity.
Project-based, long-term refinancing is also provided by funding agencies. The
competitiveness of the Association of Volksbanks is also improved by this product
expertise.

FINANCING SEGMENT
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Specialist expertise and experience in structured export and project finance once again
helped to minimise risks for the association banks and their customers over the last
business year and enabled the Volksbanks to offer structured solutions to meet complex
financing needs.

New financing came exclusively from the regional Volksbanks, which took advantage
of the services and advisory support provided by product experts in the central
organisation. The Volksbanks, which also bear their customers' credit risk in subsidies
and export finance, support the growth of Austrian SMEs, underscoring their importance
to economic policy in the regions.

The subsidies on the books of VBAG, as the trustee bank vis-à-vis the funding agencies
for the Association of Volksbanks, are to be transferred to Volkbank Wien-Baden AG
in the course of 2015 as part of the VBAG restructuring. This regional Volksbank will
then act as the new trustee bank for selected subsidies.

Development of selected product groups
The total volume of ERP loans fell from around euro 156 million at the end of 2013 to
roughly euro 121 million at the end of 2014. This year-on-year decline was due to the
Volksbanks' focus on small and medium-sized customers, who generally apply for small
volumes of credit. Larger customers are no longer a strategic target group for the
Association of Volksbanks as VBAG no longer has any own business. The number of
ERP loans remained almost unchanged at 483 (including 379 small ERP loans) despite
scheduled and unscheduled repayments. 99 ERP loans (including 72 small ERP loans)
with a volume of approximately euro 21 million were paid out in 2014, either in part or
in full. 

The Volksbank sector ranked fifth in 2014 as regards approvals for small ERP loans
(excluding ÖHT loans) and sixth for large ERP loans, once again making it one of the
top performers among the 21 ERP trustee banks.

Exposure to OeKB short-term financing together with its refinancing facility increased
slightly to around euro 18 million.

At the end of 2014, the volume of financing for SME customers in the Volksbank sector
under the Austrian export fund was around euro 37 million across 121 loans. This figure
was lower than expected and therefore offers potential for growth. The reasons for this
included higher loan repayments by Volksbank customers, combined with new lending
remaining at a constant level year on year in 2014. The Association of Volksbanks ranks
among the top ten out of 40 trustee banks, which underscores its importance in the
SME client segment.

VB Leasing Finanzierungsgesellschaft m.b.H. (VBLF)
VBLF was established in 2001 as a wholly-owned subsidiary of VBAG. Together with
two subsidiaries and two affiliated companies, it is responsible for the VBAG Group's
leasing activities in Austria.

VBLF has a strong regional focus. Its distribution network consists of nine branches
throughout Austria. As well as selling its own products, VBLF primarily provides services
to Austrian Volksbanks.

VBLF supports a large and diverse customer base. This means it has to develop specific
financing solutions for each customer group. In addition to creating individualised
financing solutions, VB Leasing therefore also offers tailored services for all types of
property. VBLF serves its customers in the business areas of cars, transport, office
automation and machinery. With its extensive expertise in all types of lease financing,
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VBLF is well positioned on the Austrian leasing market as a strong, long-term partner.
VBLF's comprehensive range of services is the result of close cooperation with banks
and financial service providers, as well as dealers and manufacturers in the capital goods
industry. It has important business partnerships with companies such as Honda, Toyota,
Konica Minolta and ACP.

Good result in 2014
Since its formation, the VBLF Group has aimed for a granular portfolio structure and
has followed an approval policy based on balancing risk and return.  Thanks to relatively
stable margins coupled with a continued favourable risk trend, VBLF was able to follow
up on the previous year's very good result in 2014.

VB Leasing Finanzierungsgesellschaft m.b.H. concluded new business worth euro 311
million in 2014, corresponding to 17,500 contracts.

Positive developments were seen particularly in IT. The new business volume was close
to the levels seen in previous years. The spread on the Euribor was satisfactory over
the year as a whole. Very few write-downs were required, despite the difficult situation
in the wider economy. Furthermore, repayments of doubtful debts from previous years
remained high.

VB Factoring Bank AG
In 2014, VB Factoring Bank AG purchased receivables of euro 1.44 billion (2013: euro
1.54 billion). This figure was down by euro 88.1 million, or 5.7%, on the 2013 reporting
year.

The share of turnover with the Association of Volksbanks amounted to euro 813 million
(2013: euro 911 million), or 56.1% of VB Factoring Bank AG's total turnover in the
reporting year.

VB Factoring Bank AG currently has an 8.8% share in the Austrian factoring market
(2013: 10.9%).

Outlook
Detailed plans are already in place for further transfers of syndicated loan exposures
to the Volksbanks together with the corresponding customer relationships in the first
half year of 2015.

Exposures that cannot be transferred to specific regional Volksbanks are to be
transferred to Volksbank Wien-Baden in the course of the planned spin-off. The volume
of these exposures totalled approximately euro 500 million at year-end 2014 (including
around 50% RWAs).

The syndicate business is to undergo a strategic realignment as a result of the planned
mergers in the Association of Volksbanks and the associated increase in the Volksbanks'
capacity to bear risk.

The syndicate business in housing construction with IMMO-Bank AG is to be largely
wound down at VBAG in a structured process by 30 June 2015. Receivables were
reduced from euro 496 million to euro 416 million between the end of 2013 and the
end of 2014.
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A takeover by Volksbank Wien-Baden AG by way of a spin-off is being examined with
regard to the model financing business with Volksbank Wien-Baden AG. Receivables
were reduced from euro 339 million to euro 299 million between the end of 2013 and
the end of 2014.

Subsidies and export finance for SMEs remain a focal area within the Austrian funding
landscape and the EU. The Association of Volksbanks will continue to provide these
services for its SME target group also in within this business year. As many SMEs expect
lending supply to tighten further, we anticipate a general increase in demand for
subsidised loans and export finance with public-sector guarantees in subsequent years.

In a recovering market, VB Leasing Finanzierungsgesellschaft m.b.H. will continue to
pursue its systematic risk policy in terms of creditworthiness, asset security and risk
diversification, with a particular focus on ensuring a risk-adequate pricing policy. In
late 2014, it was decided that VBAG would sell VBLF in the course of 2015.

VBAG announced the sale of VB Factoring Bank AG in November 2014. New ownership
of VB Factoring Bank AG is planned from mid-2015.
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The Financial Markets segment is the competence centre for all financial market services.
Its mission is to serve, advise and support association banks and VBAG's institutional
customers. The key areas of the Financial Markets segment are Financial Markets &
Group Treasury and Capital Markets Products & Sales.

Segment result
The Financial Markets segment's result before taxes was euro 5 million, an
improvement of euro 23 million compared with the previous year. The main factors
driving this increase were net interest income (up euro 96 million to euro 38 million)
and net trading income (up euro 20 million to euro 26 million). The increase in net interest
income was due to the termination of swaps in the previous year, which had a negative
impact of euro –72 million on interest income for 2013. The year-on-year rise in net
trading income was linked to the restructuring of hedging transactions. This stood in
contrast to the movement in administrative costs (increase of euro 9 million to euro
67 million) and income from financial investments (reduction of euro 33 million to euro
–34 million). The rise in administrative costs reflects higher cost allocations to the
segment. The significant year-on-year drop in income from financial investments was
due in particular to the valuation of derivatives and securities in the bank book.

Financial Markets & Group Treasury

Financial Markets Execution
The ongoing low interest rate policy of the ECB and associated flat yield curve have
required efficient control of short-term liquidity using the available money market
instruments. VBAG achieved its aim of reducing or liquidating hedging positions as
part of the winding down. This facilitated strategically important measures such as the
sale of companies belonging to Volksbank Leasing International and Volksbank
Romania. One focus was the implementation of the central reporting register within
the EMIR framework and the systematic introduction of the Central Counterparty
Clearing system. The second module of the MUREX front-office system was also
implemented. This enabled us to restructure procedures for currency and money market
transactions, making them more efficient. 

A major focus of activity in 2014 was supporting the secondary market for issues by
VBAG and the banking association. We evaluated and improved processes in the
Association of Volksbanks with the aim of optimising customer service. Transaction
numbers and volumes in the customer securities business were up on the previous
year by around 16% and 27% respectively. This was a result of higher customer turnover
and the full service offering to all association banks in the securities business concluded
in the fourth quarter. Bonds, equities and funds contributed significantly to revenues
in 2014. Fixed-income, step-up and MinMax bonds from various issuers were in-demand
products. For funds, the focus remained on real estate and bond funds as well as high-
dividend equity, mixed and asset management funds.

ALM Liquidity Management
In addition to revising the regulations and processes for the banking association, an
internal model was established within the association in 2014 for managing the liquidity
coverage ratio. The winding-down measures on the asset side and resulting surplus
liquidity enabled a controlled reduction in the portfolio of VBAG issues. VBAG's liquidity
buffer remained in line with the budgeted figures throughout the year. Taking cash
holdings into account, it totalled approximately euro 4.5 billion as at 31 December 2014.
The gradual downgrades by Moody's of the VBAG senior unsecured rating from Baa3
to B2, and the downgrade by Fitch from A to B, did not have a significant effect on
the liquidity situation of VBAG or the banking association.

SEGMENT FINANCIAL MARKETS
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ALM Bank Book
New investments were made and bonds acquired on the primary market in the covered
bonds, supranational issuers and government-guaranteed companies segments, in order
to fulfil the regulations applicable from 2015 with regard to the LCR (liquidity coverage
ratio).

Management of the Association of Volksbanks focused on improving governance in
the areas of liquidity, interest rate book management and bank book investments. This
included establishing an association asset/liability committee and association
investment committee. Interest rate book management in 2014 involved optimising the
balance sheet structure. This focused on implementing asset and liability strategies
which included aiming to create a positive maturity structure in the interest rate book.

Banks & Credit Markets
The reduction in unhedged bank and company risks, taking risk/return aspects into
account and minimising the effect on own funds, was continued in 2014. The majority
of the sales took place in the first half of the year in a generally positive market
environment.

Capital Markets Products & Sales

Assets under Management
The volume of assets under management in terms of products contained in the
Volksbank Investments brand (funds, certificates, wealth management and foreign
assets) fell slightly on the previous year and totalled just over euro 6 billion at the end
of 2014. While volumes declined in certificates, there was a positive performance in
funds and wealth management.

Funds
The volume of the Austrian fund market increased over 2014 as a whole and totalled
approximately euro 158 billion at year-end. The volume of capital markets products
and sales funds was also higher than in 2013, reaching around euro 2.7 billion on
31 December 2014. Sales focused on mixed products such as VB SMILE and funds
in the SMART maturity funds product range. In the middle of the year, the sales focus
shifted to Volksbank savings funds in order to celebrate the 50th anniversary of funds
and certificates (25 years of VB Invest KAG funds, 15 years of certificates and 10 years
of “immofonds” real estate funds).

The open-ended real estate investment fund “immofonds1” recorded a substantial net
growth in volume of around euro 220 million. With a total volume of almost euro 510
million as at 31 December 2014 and a market share of 10.8%, “immofonds1” has
become Austria's third-largest real estate fund.

Certificates
The overall volume of the Austrian certificates market declined by euro 700 million on
the previous year and stood at approximately euro 4.5 billion at the end of 2014. 

The volume of VBAG certificates also decreased considerably in 2014. Despite sales
of euro 121 million, the certificate portfolio fell to euro 554 million at year-end as a result
of repayments of more than euro 340 million and redemptions on the secondary market.
2014 saw greater focus on third party issuers. The third party issuer volume doubled
compared to the previous year, reaching almost euro 96 million.
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Bonds and Wealth Management
Approximately euro 101 million of bonds were sold in total in the 2014 business year.
The first placement of a bond issued by a third party took place in 2014 in cooperation
with Morgan Stanley. A further Immobank step-up bond was issued towards the end
of the year. 

The volume of asset management mandates rose by 7.8% in 2014 and stood at more
than euro 2 billion at the end of the year. There was a further push together with the
regional Volksbanks to acquire new customers based on the Group's many years of
experience in institutional asset management.

Outlook
Apart from the planned conversion of VBAG into a wind-down unit and the transfer of
central organisation functions to Volksbank Wien-Baden, liquidity management and the
management of market risks will remain key tasks of Financial Markets & Group Treasury
in the 2015 business year. 

Capital Markets Products & Sales will focus on issuing maturity funds again in 2015
given the continued low interest rate environment and cautious stance of investors.
The issuer platform – a pool of third party issuers – was well received by the market
and will play a major role in diversifying the offering. Pension planning and savings funds
will also be at the forefront. The market launch of VB Global-Mix will expand the
Volksbank product range in the area of mixed funds. At the same time, a sale of
investment companies Immo KAG and VB Invest KAG, of the pension and insurance
funds and of Capital Markets Products & Sales’ certificates business are being prepared
in 2015.
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The main task of the Non-core Business segment is to focus on actively winding down
the loan portfolio that it manages with the aim of improving the bank's risk-weighted
assets and liquidity positions. This work is being carried out in accordance with a plan
approved by national and international regulatory bodies.

Non-core Business is subdivided into three segments:
• Non-core Business
• Non-core Retail
• Non-core Investment Book/Other operations

Non-core Business segment
The segment comprises financing of commercial real estate projects, associated work-
out activities, asset management of individual properties and the real estate lease
financing of VB Real Estate Services GmbH. In relation to corporates, it comprises
financing for corporate customers, international project financing, renewable energy
and a portfolio in the Private Equity – Fund Investments business area. The portfolios
are concentrated primarily on Austria, CEE and SEE. 

Further active measures were taken in line with the strategy and objective of winding
down the Non-core Business segment in a structured way while preserving value. This
enabled a volume of around euro 1.2 billion to be wound down in more than 90
transactions in the 2014 business year. Compared to the previous year, this represented
a reduction of around euro 1.4 billion, or roughly a halving of total assets in the segment. 

Segment results
The Non-core Business segment's result before taxes was euro –57 million,
representing a decline of euro 46 million. This decrease compared with the previous
year was mainly due to a decline in net interest income (euro –32 million), which reflected
the reductions already made in the non-core portfolio. The increase in risk costs was
largely due to a reduction in releases of portfolio-based allowances compared with the
previous year. The purchase price adjustment agreed in connection with the sale of
Selini GmbH was recognised in the previous year's income from discontinued
operations.

Real estate loan financing and work-out
Loans totalling around euro 785 million were redeemed early in 2014 thanks to active
wind-down activities. This resulted in a reduction in RWAs of around euro 670 million.
Eight credit exposures from the work-out unit were successfully wound down. The 26
wind-down projects included the sale of a major credit portfolio with a geographical
focus on Austria, Romania and Poland and a total volume of euro 408 million, a Bulgarian
loan of approximately euro 55 million and, in the second half of the year, an Italian loan,
also of around euro 55 million. The portfolio of loans and advances to customers was
reduced by more than a third compared to 31 December 2013.

Real estate leasing and asset management
In addition to natural maturities in the real estate lease portfolio, real estate lease volumes
declined by around euro 146 million, which corresponds to a fall in RWAs of roughly
euro 85 million. This included the sale of four furniture stores in the Czech Republic
with a volume of approximately euro 61 million and the transfer of a Polish events venue
with a volume of around euro 12 million to the current operator. Some 11 properties
were sold from own real estate holdings, including three Polish projects from the work-
out area and the remaining transactions with a focus on Austria, the Czech Republic,
Hungary and Slovakia. In addition, two minority interests in a Czech and a Romanian
real estate company were sold in 2014.

NON-CORE BUSINESS
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Corporate Customers and Private Equity – Fund Investments
The Corporate Customers business unit saw early redemptions totalling around euro
98 million in 25 transactions. Spanish solar power loans with volumes totalling some
euro 35 million were sold in the second half of the year. A residual portfolio was closed
in January 2015.

Further measures were taken in the Private Equity business area to reduce volumes
and free up capital in 2014. The final two sub-transactions of a structured sales process
begun in 2013 were completed in the second and third quarter of 2014. The reduction
in RWAs totalled approximately euro 65 million.

Non-core Retail segment
The Non-core Retail segment encompasses VB-Leasing International Group’s
moveable goods leasing operations in Central and Eastern Europe, as well as Volksbank
Romania S.A.’s business activities.

Segment results
The result before taxes of euro –249 million was mainly due to the holding in VB Romania
S.A., which is measured at equity in accordance with IFRS 5 and reported separately.
On the basis of the contract of sale for all shares that was signed on 10 December
2014, the result from companies measured at equity was reclassified to income from
discontinued operations and the previous year's figures were adjusted accordingly.
As well as absorbing the negative result for the 2014 business year (euro –218 million)
and the previous year's losses that had not yet been recognised (euro –34 million), the
carrying amount had to be written down by euro –22 million based on the anticipated
purchase price. The other operating result includes the valuation of disposal groups
in accordance with IFRS 5 and the result of deconsolidating companies in the VB Leasing
International Group amounting to euro –24 million.

VB-Leasing International Holding GmbH (VBLI)
VB-Leasing International produced a profit on ordinary activities of euro 2.7 million and
a new business volume with total investment costs of euro 399.5 million. Some 16,815
new contracts were concluded overall. The portfolio as a whole contains 52,350
contracts.

The owners – Österreichische Volksbanken-AG and Germany-based VR-LEASING AG
– successfully continued the strategic sales process for the VBLI Group. The national
companies in Poland and Romania were sold to the Polish company Getin Holding S.A.
in September 2014. The Czech company was sold to the Prague-based GE Money Bank
A.S. at the end of October.

The VB Leasing Group is also in the process of selling companies in Slovenia, Croatia,
Serbia, Slovakia and Bosnia-Herzegovina.
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Volksbank Romania S.A.
Volksbank Romania continued to focus on implementing the restructuring process in
2014.

At the end of July, it sold an NPL (non-performing) loan portfolio with a volume of euro
498 million. This transaction enabled Volksbank Romania to reduce its NPL ratio to
9.3%, which is considerably below the average for Romanian banks.

The considerable growth of customer deposits caused the loan-to-deposit ratio to fall
to 184% at year-end 2014 (year-end 2013: 256%). With a Basel III equity ratio of 18.87%,
the bank's capitalisation is at a comfortable level.

On December 10, 2014, an agreement was signed to sell Volksbank Romania to the
Romanian Banca Transilvania. On 17 March 2015, the National Bank of Romania and
the Competition Authority approved the transaction. Closing took place on 7 April. In
accordance with the restructuring agreement dated 26 April 2012, the sale of Volksbank
Romania S.A. had to be completed by 31 December 2015.

Non-core Investment Book/Other Operations

This segment includes the sections of the investment book which are to be wound down
or sold in accordance with their repayment profile. VB Malta Ltd and holding companies
of participations in the non-core business are also allocated here.

Segment result
The segment's result before taxes was euro –91 million, representing a decline of euro
138 million. In particular, the adjustment of euro –56 million to the valuation of the asset
guarantee provided by the Republic of Austria had a negative impact on the other
operating result. Income of euro 69 million had been recorded for movement in the
value of the asset guarantee in the previous year. In addition, the valuation of assets
held for sale in accordance with IFRS 5 and the result of deconsolidating VB Malta
had an impact of euro –19 million. The drop in net interest income was the result of
positive breakage effects from the ABS portfolio that were included in the previous
year's figures. Income from financial investments for the 2014 business year includes
proceeds from sales in connection with the winding down of the held-to-maturity
portfolio.
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ABCD 
Österreichische Volksbanken-Aktiengesellschaft, Vienna, Austria 

Report on the Audit of the Financial Statements  
for the Year ended 31 December 2014 

25th March 2015 

Report on the Management Report 

Pursuant to statutory provisions, the management report is to be audited as to whether it is consistent 
with the financial statements and as to whether the other disclosures are not misleading with respect to 
the Company�s position. The auditor�s report also has to contain a statement as to whether the 
management report is consistent with the financial statements and whether the disclosures pursuant to 
Section 243a UGB (Austrian Commercial Code) are appropriate. 

In our opinion, the management report is consistent with the financial statements. The disclosures 
pursuant to Section 243a UGB (Austrian Commercial Code) are appropriate. 

Vienna, 25th March 2015 

 
KPMG Austria GmbH 

Wirtschaftsprüfungs- und Steuerberatungsgesellschaft 
 
 
 

signed by: 
Martin Wagner Walter Reiffenstuhl 

Wirtschaftsprüfer Wirtschaftsprüfer 
(Austrian Chartered Accountants) 

 

This report is a translation of the original report in German, which is solely valid. 
This English language auditor’s report is a translation provided for information purposes only. The original German 
text shall prevail in the event of any discrepancies between the English translation and the German original. We 
do not accept any liability for the use of, or reliance on, the English translation or for any errors or 
misunderstandings that may derive from the translation. 

The financial statements together with our auditor’s opinion may only be published if the financial statements and 
the management report are identical with the audited German version of financial statements and management 
report. Section 281 paragraph 2 UGB (Austrian Commercial Code) applies. 
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Headquarter
Österreichische 
Volksbanken-Aktiengesellschaft
1090 Vienna, Kolingasse 14-16
Telephone: +43/0/50 4004-0
Telefax: +43/0/50 4004-3682
e-mail: info@volksbank.com
Internet: www.volksbank.com

Selected Subsidiaries
and Holdings

start:bausparkasse e.Gen.
1091 Vienna, 
Liechtensteinstraße 111-115
Telephone: +43/1/313 80-0
Telefax: +43/1/313 80-209
e-mail: wien@start-bausparkasse.at
Internet: www.start-bausparkasse.at 

VB Services für Banken Ges.m.b.H.
1090 Vienna, Kolingasse 14-16
Telephone: +43/0/50 4004-0
Telefax: +43/0/50 4004-87545
e-mail: vbservices@volksbank.com
Internet: 
www.vbservices.volksbank.com

VB Real Estate Services GmbH
1090 Vienna, Peregringasse 2
Telephone: +43/0/50 4004-3636
Telefax: +43/0/50 4004-3639
e-mail: mail@vb-real-estate.com
Internet: www.vb-real-estate.com

Immo Kapitalanlage AG
1090 Vienna, Kolingasse 14-16
Telephone: +43/0/50 4004-3938
Telefax: +43/0/50 4004-3767
e-mail: info@immokag.at
Internet: www.immokag.at

VB Factoring Bank AG
5033 Salzburg, Thumegger Straße 2
Telephone: +43/662/62 35 53-0
Telefax: +43/662/62 35 53-330
e-mail: info@vbfactoring.at
Internet: www.vbfactoring.at

VB Leasing 
Finanzierungsgesellschaft m.b.H.
1090 Vienna, Wasagasse 2
Telephone: +43/0/50 4004-7766
Telefax: +43/0/50 4004-7265
e-mail: office@vbleasing.at
Internet: www.vbleasing.at

VB-Leasing International
Holding GmbH
1090 Vienna, Wasagasse 2
Telephone: +43/0/50 4004-7136
Telefax: +43/0/50 4004-87136
e-mail: office@vbleasing.com
Internet: www.vbleasing.com
Represented in the following
countries: Slovenia, Croatia, 
Bosnia-Herzegovina, Serbia,
Slovakia. (The subsidiaries in the
Czech Republic, Poland and
Romania were sold in 2014)

Volksbank Romania S.A. (Signing
for the sale in December 2014)
Nusco Tower, No 42, Pipera Bvd,
2nd Department, Bucharest,
Romania
Telephone: 0800 672222
e-mail: pr@volksbank.ro 
Internet: www.volksbank.ro

Volksbank Malta Ltd. 
(sold in September 2014)
53, Dingli Street
Sliema SLM 1902
Telephone: +356/27 77 77 77
Telefax: +356/21 33 60 90
e-mail: info@volksbank.com.mt
Internet: www.volksbank.com.mt

Victoria-Volksbanken
Pensionskassen AG
1110 Vienna, ERGO Center,
Businesspark Marximum/Objekt 3,
Modecenterstraße 17
Telephone: +43/1/313 41-6970
Telefax: +43/1/313 41-96970
e-mail: bav@victoria.at
Internet: 
www.vvp.at

Victoria-Volksbanken
Vorsorgekasse AG
1110 Vienna, ERGO Center,
Businesspark Marximum/Objekt 3,
Modecenterstraße 17
Telephone: +43/1/313 41-6960
Telefax: +43/1/313 41-96960
e-mail: vk@victoria.at
Internet: www.vvmvk.at

Volksbank Invest  
Kapitalanlage gesellschaft m.b.H.
1090 Vienna, Kolingasse 14 - 16
Telephone: +43/0/50 4004-3638
Telefax: +43/0/50 4004-3191
e-mail:
volksbankinvestments@volksbank.com
Internet: www.volksbankinvest.com

Umbrella Organisation

Federation of Austrian 
Credit Co-operatives 
(Schulze-Delitzsch)
1013 Vienna, Löwelstraße 14
Telephone: +43/0/50 40041-0
Telefax: +43/0/50 40041-450
e-mail: service@oegv.volksbank.at
Internet:
www.diegenossenschaft.info
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Financing
Peter Stanzer
VB Leasing
Finanzierungsgesellschaft m.b.H.
e-mail: peter.stanzer@vbleasing.at
Telephone: +43/0/50 4004-7260
Telefax: +43/0/50 4004-87260

Manfred Wolf
VB-Leasing International Holding
GmbH
e-mail: manfred.wolf@vbleasing.at
Telephone: +43/0/50 4004-7122
Telefax: +43/0/50 4004-87122

Herbert Auer
VB Factoring Bank AG
e-mail: h.auer@vbfactoring.at
Telephone: +43/662/62 35 53-200
Telefax: +43/662/62 35 53-55200

Financial Markets
Michael Santer
Financial Markets & Group Treasury
e-mail:
michael.santer@volksbank.com
Telephone: +43/0/50 4004-3178
Telefax: +43/0/50 4004-83178

Karl Kinsky
Strategy & Capital Measures
e-mail: karl.kinsky@volksbank.com
Telephone: +43/0/50 4004-3338
Telefax: +43/0/50 4004-83338

Friedrich Strobl
Capital Markets, Products & Sales
e-mail:
friedrich.strobl@volksbank.com
Telephone: +43/0/50 4004-3721
Telefax: +43/0/50 4004-83721

Risk Management
Franz Reif
Strategic  Risk Management
e-mail: franz.reif@volksbank.com
Telephone: +43/0/50 4004-3177
Telefax: +43/0/50 4004-3643

Gabriele Schiemer
Operational Risk Management
e-mail: 
gabriele.schiemer@volksbank.com
Telephone: +43/0/50 4004-3135
Telefax: +43/0/50 4004-83135

Lending Business
Martin Handrich
e-mail:
martin.handrich@volksbank.com
Telephone: +43/0/50 4004-4250
Telefax: +43/0/50 4004-84250

Non-core real estate and
corporate
Florian Schumi
e-mail: 
florian.schumi@vb-real-estate.com
Telephone: +43/0/50 4004-3481
Telefax: +43/0/50 4004-83481

Legal & Compliance
Stephan Klinger
e-mail:
stephan.klinger@volksbank.com
Telephone: +43/0/50 4004-3372
Telefax: +43/0/50 4004-3117

Organisation / IT
Harald Seebacher
e-mail:
harald.seebacher@volksbank.com
Telephone: +43/0/50 4004-3825
Telefax: +43/0/50 4004-3749

Marketing &
Communication
Thomas Heimhofer
e-mail: 
thomas.heimhofer@volksbank.com
Telephone: +43/0/50 4004-7905
Telefax: +43/0/50 4004-87905
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Österreichische Volksbanken-Aktiengesellschaft
(in german language for short: ÖVAG)
Central Organisation of the Association of Volksbanks 
§ 30a BWG 
Brand and international name: Volksbank AG 
(for short: VBAG)

Association of Volksbanks/Volksbank Group 
§ 30a BWG
Volksbank primary banks, VBAG Group, Schulze-
Delitzsch-Haftungsgenossenschaft reg.Gen.mbH. 
„Association“ describes the entity of members of the a
banking association under section 30a of the Austrian
Banking Act (Bankwesengesetz)

VBAG Group
Österreichische Volksbanken-AG with its subsidiaries in
Austria and abroad: VB-Factoring Bank AG, Volksbank
Malta Ltd., Volksbank Romania S.A., VB Real Estate
Services GmbH, VB-Leasing International Holding
GmbH, VB Leasing Finanzierungsgesellschaft m.b.H.

Volksbank primary banks
41 local Volksbanks, 5 banks with specialised
professional expertise (Apothekerbank, Ärztebank,
IMMO-BANK, SPARDA-BANK AUSTRIA Süd, SPARDA-
BANK AUSTRIA Nord), 4 credit co-operative banks and
the start:bausparkasse.

Volksbank-Sector 
Volksbank primary banks, VBAG in Individual Financial
Statements, VB Factoring AG, VB Regio Invest AG

Austrian Cooperative Association
Revision and early detection within the banking
association under section 30a of the Austrian 
Banking Act is carried out by the Österreichischen
Genossenschaftsverband (Schulze-Delitzsch) – 
for short: ÖGV. The primary banks and the 
Schulze-Delitzsch-Haftungsgenossenschaft
reg.Gen.mbH are ordinary members of the ÖGV.
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